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Executive summary

The Central Bank of Bahrain (CBB) Basel 3 guidelines prescribe the capital adequacy framework for banks incorporated in
the Kingdom of Bahrain. Gulf International Bank B.S.C. (“the Bank” or “GIB”) and its subsidiaries (together “the Group”)
adopted Basel 3 from 1st January 2015 as required by the CBB.

This Risk Management and Capital Adequacy report encompasses the Pillar 3 disclosure requirements prescribed by the
CBB based on the Basel Committee’s Pillar 3 guidelines. The report contains a description of GIB’s risk management and
capital adequacy policies and practices, including detailed information on the capital adequacy process.

For regulatory reporting purposes, GIB has adopted the standardised approach for credit risk, market risk and operational
risk.

The disclosed Tier 1 and total capital adequacy ratios comply with the minimum capital requirements under the CBB’s Basel
3 framework.

GIB'’s total risk-weighted assets as at 315t December 2025 amounted to US$25,030.6 million (315t December 2024:
US$23,402.5 million). GIB’s credit risk accounted for 91.4% (315t December 2024: 91.6%), market risk accounted for 3.7%
(313t December 2024: 4.0%) and operational risk accounted for 4.9% (31t December 2024: 4.4%) of the total risk-weighted
assets. Tier 1 and total regulatory capital were US$4,002.2 million (315 December 2024: US$3,176.6 million) and
US$4,391.3 million (315t December 2024: US$3,649.5 million), respectively.

As at 315t December 2025, GIB’s Tier 1 and total capital adequacy ratios were 16.0% (315t December 2024: 13.6%) and
17.5% (315t December 2024: 15.6%).

GIB views the Pillar 3 disclosures as an important contribution to increased risk transparency within the banking industry,
and particularly important during market conditions characterised by high uncertainty. In this regard, GIB has provided more
disclosure in this report than is required in accordance with the CBB’s Pillar 3 guidelines in order to provide the level of
transparency that is believed to be appropriate and relevant to the Group’s various stakeholders and market participants.

Al figures presented in this report are as at 315t December 2025 unless otherwise stated.
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a)

b)

c)

The Basel 3 framework

The CBB’s Basel 3 framework is based on three pillars, consistent with the Basel 3 framework developed by the Basel
Committee, as follows:

- Pillar 1: the calculation of the risk-weighted assets (RWAs) and capital requirement.
- Pillar 2: the supervisory review process, including the Internal Capital Adequacy Assessment Process (ICAAP).
- Pillar 3: the disclosure of risk management and capital adequacy information.

Pillar 1

Pillar 1 prescribes the basis for the calculation of the regulatory capital adequacy ratio. Pillar 1 sets out the definition
and calculations of the RWAs, and the derivation of the regulatory capital base. The capital adequacy ratio is calculated
by dividing the regulatory capital base by the total RWAs.

With the introduction of Pillar 2, the CBB implemented a minimum ratio threshold to be determined for each institution
individually, as described in more detail in the Pillar 2 section of this report. As at 315t December 2025, all banks
incorporated in Bahrain are required to maintain a minimum capital adequacy ratio of 12.5% and a Tier 1 ratio of
10.5%.

In the event that the capital adequacy ratio falls below 12.5%, additional prudential reporting requirements apply and
a formal action plan setting out the measures to be taken to restore the ratio above the target level is to be formulated
and submitted to the CBB.

The table below summarises the approaches available for calculating RWAs for each risk type in accordance with the
CBB'’s Basel 3 capital adequacy framework:

Approaches for determining regulatory capital requirements

Credit risk Market risk Operational risk

Standardised approach Standardised approach Standardised approach

The approach applied by GIB for each risk type is as follows:
Credit risk
For regulatory reporting purposes, GIB applies the standardised approach for credit risk.

The RWAs are determined by multiplying the credit exposure by a risk weight factor dependent on the type of
counterparty and the counterparty’s external rating, where available.

Market risk
For regulatory reporting purposes, GIB applies the standardised approach for market risk.
Operational risk

Under the CBB’s Basel 3 capital adequacy framework, all banks incorporated in Bahrain are required to apply the
basic indicator approach for operational risk unless approval is granted by the CBB to use the standardised approach.
The CBB’s Basel 3 guidelines do not permit the use of the advanced measurement approach (AMA) for operational
risk. The standardised approach for the calculation of regulatory operational risk capital has been approved by the
CBB.

Under the standardised approach, the regulatory capital requirement is calculated based on a range of beta
coefficients, ranging from 12% to 18%, applied to the average gross income for the preceding three financial years for
each of the eight Basel predefined business lines.



315t December 2025 GULF INTERNATIONAL BANK B.S.C.

1.2

1.3

The Basel 3 framework (continued)
Pillar 2

Pillar 2 defines the process of supervisory review of an institution’s risk management framework and, ultimately, its
capital adequacy.

Under the CBB’s Pillar 2 guidelines, each bank is to be individually assessed by the CBB and an individual minimum
capital adequacy ratio is to be determined for each bank. All banks incorporated in Bahrain are required to maintain a
12.5% minimum capital adequacy ratio and a Tier 1 ratio of 10.5%.

Pillar 2 comprises two processes:

- an Internal Capital Adequacy Assessment Process (ICAAP), and
- asupervisory review and evaluation process.

The ICAAP incorporates a review and evaluation of risk management and capital relative to the risks to which the bank
is exposed. GIB’s capital assessment has been developed around its economic capital framework which is designed
to ensure that the Group has sufficient capital resources available to meet regulatory and internal capital requirements,
even during periods of economic or financial stress. The capital assessment addresses all components of GIB’s risk
management, from the daily management of more material risks to the strategic capital management of the Group.

The supervisory review and evaluation process represents the CBB’s review of the Group’s capital management and
an assessment of internal controls and corporate governance. The supervisory review and evaluation process is
designed to ensure that institutions identify their material risks and allocate adequate capital and employ sufficient
management processes to support such risks.

The supervisory review and evaluation process also encourages institutions to develop and apply enhanced risk
management techniques for the measurement and monitoring of risks in addition to the credit, market and operational
risks addressed in the core Pillar 1 framework. Other risk types which are not covered by the minimum capital
requirements in Pillar 1 include:

- Concentration risk

- Interest rate risk in the banking book
- Strategic risk

- Reputational risk

- Shariah non-compliance risk

- Governance risk

- Legalrisk

- Model risk

- T risk

- Fintech risk

- Cybersecurity risk

- Compliance risk

- Residual risk

- Pension obligation risk

- Liquidity risk

- Collateral concentration risk

- Third party risk

- Environmental, social, and governance (ESG) / Climate risk

These are covered either by capital, or risk management and mitigation processes under Pillar 2.
Pillar 3

In the CBB’s Basel 3 framework, the third pillar prescribes how, when, and at what level information should be
disclosed about an institution’s risk management and capital adequacy practices.

The disclosures comprise detailed qualitative and quantitative information. The purpose of the Pillar 3 disclosure
requirements is to complement the first two pillars and the associated supervisory review process. The disclosures
are designed to enable stakeholders and market participants to assess an institution’s risk appetite and risk exposures
and to encourage all banks, via market pressures, to move toward more advanced forms of risk management.

Under the current regulations, partial disclosure consisting mainly of quantitative analysis is required during half year
reporting, whereas full disclosure is required to coincide with the financial year end reporting.

In this report, GIB’s disclosures are beyond the minimum regulatory requirements and provide disclosure of the risks
to which it is exposed, both on- and off-balance sheet. The disclosures in this report are in addition to the disclosures
set out in the consolidated financial statements presented in accordance with International Financial Reporting
Standards (IFRS).
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2.2

Group structure, overall risk and capital management

This section sets out the consolidation principles and the capital base of GIB as calculated in accordance with the
Pillar 1 guidelines, and describes the principles and policies applied in the management and control of risk and capital.

Group structure

The Group’s financial statements are prepared and published on a full consolidation basis, with all subsidiaries being
consolidated in accordance with IFRS. For capital adequacy purposes, all subsidiaries are included within the Gulf
International Bank B.S.C. Group structure. However, the CBB’s capital adequacy methodology accommodates both
normal and aggregation forms of consolidation.

Under the CBB capital adequacy framework, subsidiaries reporting under a Basel 3 framework in other regulatory
jurisdictions may, at the bank’s discretion, be consolidated based on that jurisdiction’s Basel 3 framework, rather than
based on the CBB’s guidelines. Under this aggregation consolidation methodology, and risk-weighted assets of
subsidiaries are consolidated with those of the rest of the Group based on the guidelines of their respective regulator
to determine the Group’s total capital adequacy ratio.

GIB’s subsidiary, Gulf International Bank — Saudi Arabia (GIB KSA), is regulated by the Saudi Central Bank (SAMA)
and has calculated its risk-weighted assets in accordance with SAMA’s guidelines which consolidates the balances of
GIB Capital (regulated by Capital Market Authority).

GIB’s subsidiary, Gulf International Bank (UK) Limited (GIB UK), is regulated by the Financial Conduct Authority (FCA)
and the Prudential Regulation Authority (PRA) of the United Kingdom and has calculated its risk-weighted assets in
accordance with the PRA’s guidelines.

The principal subsidiaries and basis of consolidation for capital adequacy purposes are as follows:

. . Capital —
el In_ternatlonal B2l = SELIE Saudi Arabia 50% Consolidation/Aggregation,
Arabia .
Assets - Aggregation
Gulf International Bank (UK) Limited  United Kingdom 100% Aggregation
GIB Markets Limited Cayman Islands 100% Full Consolidation

No investments in subsidiaries are treated as a deduction from the Group’s regulatory capital.
Risk and capital management

GIB maintains a prudent and disciplined approach to risk taking by upholding a comprehensive set of risk management
policies, processes, and limits, employing professionally qualified people with the appropriate skills, investing in
technology and training, and actively promoting a culture of sound risk management at all levels. A key tenet of this
culture is the clear segregation of duties and reporting lines between personnel transacting business and personnel
processing that business. The Group’s risk management is underpinned by its ability to identify, measure, aggregate
and manage the different types of risk it faces.

The Board of Directors has created from among its members a Board Risk Policy Committee to review the Group’s
risk-taking activities and report to the Board in this regard. The Board has the ultimate responsibility for setting the
overall risk parameters and tolerances within which the Group conducts its activities, including responsibility for setting
the capital ratio targets. The Board reviews the Group’s overall risk profile and significant risk exposures as well as
the Group’s major risk policies, processes and controls.

The Management Committee, chaired by the Chief Executive Officer (CEO), has the primary responsibility for
sanctioning risk-taking policies and activities within the tolerances defined by the Board. The Group Risk Committee
assists the Management Committee in performing its risk related functions.

The Group Risk Committee, under the management of the Chief Risk Officer (CRO) and comprising the Group’s most
senior risk professionals, provides a forum for the review and approval of new products, risk measurement
methodologies and risk control processes. The Group Risk Committee also reviews all risk policies and limits that
require approval by the Management Committee. The Assets and Liabilities Committee (ALCO), chaired by the Chief
Financial Officer (CFO), provides a forum for the review of asset and liability activities within GIB. It co-ordinates the
asset and liability functions and serves as a link between the funding sources and usage in the different business
areas.
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2.4

Group structure, overall risk and capital management (continued)
Risk and capital management (continued)

From a control perspective, the process of risk management is facilitated through a set of independent functions, which
report directly to senior management. These functions include Credit Risk, Market Risk, Operational Risk, Financial
Control and Internal Audit. This multi-faceted approach aids the effective management of risk by identifying, measuring
and monitoring risks from a variety of perspectives.

Internal Audit is responsible for carrying out a risk-based programme of work designed to provide assurance that
assets are being safeguarded. This involves ensuring that controls are in place and working effectively in accordance
with Group policies and procedures as well as with laws and regulations. The work carried out by Internal Audit includes
providing assurance on the effectiveness of the risk management functions, as well as that of controls operated by the
business units. The Board Audit Committee approves the annual audit plan and also receives regular reports of the
results of audit work.

The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and
to sustain future business development. The Group manages its capital structure and adjusts the structure taking
account of changes in economic conditions and strategic business plans. The capital structure may be adjusted
through the dividend pay-out or the issue of new shares.

The CFO is responsible for the capital planning process. Capital planning includes capital adequacy reporting and the
Internal Capital Adequacy Assessment Process (ICAAP). The CFO is also responsible for the balance sheet
management framework.

The governance structure for risk and capital management is set out in the table below:

Board of Directors

Board Audit Committee Board Risk Policy Committee

Chief Executive Officer

Management Committee Group Risk Committee Assets and Liabilities Committee
(Chairman: CEO) (Chairman: CRO) (Chairman: CEO)

The risk, liquidity and capital management responsibilities are set out in the table below:

Chief Executive Officer

Chief Financial Officer Chief Risk Officer
(CFO) (CRO)
Balance sheet management framework Risk management framework and policies
Capital management framework Group credit control
Credit risk
Market risk
Operational risk
Liquidity risk

Risk types

The major risks associated with the Group’s business activities are credit, market, operational and liquidity risk. These
risks together with a commentary on the way in which the risks are managed and controlled are set out in the following
sections, based on the Basel 3 Pillar 1 in which the risks are addressed.

Risk in Pillar 1

Pillar 1, which forms the basis for the calculation of the regulatory capital requirement, addresses three specific risk
types: credit, market and operational risk.

Gulf International Bank B.S.C. — Risk management and capital adequacy report: 315t December 2025 Page 5 of 36
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a)

b)

Group structure, overall risk and capital management (continued)
Risk in Pillar 1 (continued)
Credit risk

Credit risk is the risk that a customer, counterparty or an issuer of securities or other financial instruments fails to
perform under its contractual payment obligations thus causing the Group to suffer a loss in terms of cash flow or
market value. Credit risk is the predominant risk type faced by the Group in its banking, investment and treasury
activities, both on- and off-balance sheet. Where appropriate, the Group seeks to minimise its credit exposure using
a variety of techniques including, but not limited to, the following:

- entering netting agreements with counterparties that permit the offsetting of receivables and payables
- obtaining collateral

- seeking third party guarantees of the counterparty’s obligations

- imposing restrictions and covenants on borrowers

Credit risk is actively managed and rigorously monitored in accordance with well-defined credit policies and
procedures. Prior to the approval of a credit proposal, a detailed credit risk assessment is undertaken which includes
an analysis of the obligor’s financial condition, market position, business environment and quality of management. The
risk assessment generates an internal credit risk rating for each counterparty, which affects the credit approval decision
and the terms and conditions of the transaction. For cross-border transactions, an analysis of country risk is also
conducted. The credit decision for an individual counterparty is based on the aggregate Group exposure to that
counterparty and all its related entities. Groupwide credit limit setting and approval authorisation requirements are
conducted within Board approved guidelines, and the measurement, monitoring and control of credit exposures are
done on a Groupwide basis in a consistent manner. Overall exposures are evaluated to ensure broad diversification
of credit risk. Potential concentration risks by product, industry, single obligor, credit risk rating and geography are
regularly assessed with a view to improving overall portfolio diversification. Established limits and actual levels of
exposure are regularly reviewed by the Chief Risk Officer (CRO), Chief Credit Officer (CCO) and other members of
senior management. All credit exposures are reviewed at least once a year. Credit policies and procedures are
designed to identify, at an early stage, exposures which require more detailed monitoring and review. The credit risk
associated with foreign exchange and derivative instruments is assessed in a manner similar to that associated with
on-balance sheet activities. The Group principally utilises derivative transactions to facilitate customer transactions
and for the management of interest and foreign exchange risks associated with the Group’s longer-term lending,
borrowing and investment activities. Unlike on-balance sheet products, where the principal amount and interest
generally represent the maximum credit exposure, the notional amount relating to a foreign exchange or derivative
transaction typically exceeds the credit exposure by a substantial margin. The measure of credit exposure for foreign
exchange and derivative instruments is therefore more appropriately considered to be the replacement cost at current
market rates plus an add-on amount commensurate with the position’s size, volatility and remaining life. Derivative
contracts may also carry legal risk; the Group seeks to minimise these risks by the use of standard contract
agreements.

Market risk

Market risk is the risk of loss of value of a financial instrument or a portfolio of financial instruments as a result of
adverse changes in market prices and rates, and market conditions such as liquidity. Market risk arises from the
Group’s trading, asset and liability management, and investment activities.

The categories of market risk to which the Group is exposed are as follows:

Interest rate risk results from exposure to changes in the level, slope, curvature and volatility of interest rates and
credit spreads. The credit spread risk is the risk that the interest yield for a security will increase, with a reduction in
the security price, relative to benchmark yields as a result of the general market movements for that rating and class
of security. Interest rate risk is the principal market risk faced by the Group and arises from the Group’s investment
activities in debt securities, asset and liability management, and the trading of debt and off-balance sheet derivative
instruments.

Foreign exchange risk results from exposure to changes in the price and volatility of currency spot and forward rates.
The principal foreign exchange risk arises from the Group’s foreign exchange forward and derivative trading activities.

Equity risk arises from exposures to changes in the price and volatility of individual equities or equity indices.

The Group seeks to manage exposure to market risk through the diversification of exposures across dissimilar markets
and the establishment of hedges in related securities or off-balance sheet derivative instruments. To manage the
Group’s exposures, in addition to the exercise of business judgement and management experience, the Group utilises
limit structures including those relating to positions, portfolios, maturities and maximum allowable losses.
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Group structure, overall risk and capital management (continued)
Risk in Pillar 1 (continued)
Market risk (continued)

The Group is exposed to equity risk in its investment securities, primarily in its core international and GCC markets.

Equity position Amount
US$ millions
Quoted equities 904
Unquoted equities 2524
3428

Operational risk

Operational risk is part of the wider Non-Financial Risk classification, which the Bank actively manages within
acceptable tolerance levels through sound operational risk management practices that are part of the day-to-day
responsibilities of management at all levels. Whilst operational risk cannot be eliminated in its entirety, the Bank
endeavours to minimise it by ensuring that a strong control infrastructure is in place throughout the organisation.

Effective management of operational risk aims to minimise the impact of losses suffered in the normal course of
business (expected losses) and to avoid or reduce the likelihood of suffering a large extreme (unexpected) loss.

The Bank’s risk management approach involves identifying, assessing, managing, mitigating, monitoring and
measuring the risks associated with all areas of the Bank. The various procedures and processes used to manage
operational risk and non-financial risk include (but not limited to) effective staff training, appropriate controls to
safeguard assets and records, regular reconciliation of accounts and transactions, close monitoring of risk limits,
segregation of duties, and financial management and reporting. In addition, policies have been put in place to manage
other control mitigation strategies such as for business continuity planning, insurance and legal risk (which includes
regular reporting to management on legal matters).

There is a dedicated Operational Risk Management (ORM) function for the Bank which reports to the Bank’s Chief
Risk Officer and provides independent monitoring and reporting on operational risk issues as well as broader non-
financial risk topics. The Bank has an established governance forum, the Operational Risk & Non-Financial Risk
Committee (OR&NFRC) which provides oversight for operational risk and non-financial risk activities across the Bank.
The OR&NFRC reports to the Risk Committee (RC) and to the Board Risk Policy Committee (BRPC) on a quarterly
basis regarding relevant operational risk management and non-financial risk matters such as high impact events, risk
issues of critical importance and new and emerging risk themes.

As part of the Bank’s Operational Risk Management Framework (ORMF), risk self-assessments are conducted, which
identify the operational risks inherent in the Bank’s activities, processes and systems. The controls identified are self-
assessed supported by an Internal Control Testing Framework, which entails control validation requirements by the
1st line of defence. This is supported by Quality Assurance of RCSA and control testing by the ORM Division.

Qualitative and quantitative methodologies and tools are used to identify and assess operational risk and to provide
management with information for determining appropriate mitigating factors. These tools include a database of
operational risk events categorised according to business lines and operational risk event types; a record of key risk
indicators, which can provide an early warning of possible risk; and a risk and control assessment process to analyse
business activities and identify operational risks related to those activities.

l. Risk Events (RE): Risk events encompass incidents resulting from inadequate or failed internal processes,
people, and systems or from external events which impact the organisation, incur a direct financial loss or result in a
near miss. ORM tracks and records risk events on an on-going basis to monitor changes in the level of threat to the
business and to assist in considering the quality, design and implementation of its controls.

1. Key Risk Indicators (KRI): Key risk indicators are warning signals which enable Management to monitor and
mitigate operational risks that are reaching levels of concern. KRIs allow the Bank to identify potential events that may
impact achievement of business objectives. The business and support functions in collaboration with ORM define
thresholds for identified KRI, to regularly assess the status of the operational risk exposure.
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Group structure, overall risk and capital management (continued)

Operational risk (continued)

Il Risk and Control Self-Assessments (RCSA): Risk and control self-assessment is a tool to identify and assess
the operational risk inherent in all existing activities, processes and systems as well as assessing the effectiveness of
controls used by Management to mitigate those risks. The business and support functions complete comprehensive
risk self-assessments. This is supported by Quality Assurance of RCSA by the ORM Division.

V. Internal Control Testing Framework (ICTF): The ICTF has been introduced to contribute to the effectiveness
and efficiency of the RCSA process, through the implementation of Control Testing approach, which provides control
validation through testing by the 1st line of defence. This is supported by Quality Assurance of the control testing by
the ORM Division.

Furthermore, as part of the maturing and development of the broader Non-Financial Risk Management framework,
the Bank has recently introduced a Risk Identification (RI) and Materiality Assessment (MA) exercise which involves
an annual strategic top level non-financial risk identification workshop supported by quarterly materiality risk
assessments. Non-Financial Risks are reported to the Board Risk Policy Committee and relevant management
committees through the NFR Heatmap report.

Gulf International Bank B.S.C. — Risk management and capital adequacy report: 315t December 2025 Page 8 of 36
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Group structure, overall risk and capital management (continued)
Risk in Pillar 2

Other risk types are measured and assessed in Pillar 2. GIB measures and manages these risk types although they
are not included in the calculation of the regulatory capital adequacy ratio. Pillar 2 assessment considers risks that are
not covered adequately under Pillar 1 risks to ensure sufficient capital coverage for all the underlying risks of the
Group’s business. This includes an analysis of the Group’s residual Pillar 1 risk, concentration risk, interest rate risk
in the banking book (IRRBB), strategic risk, reputational risk, shariah non-compliance risk, governance risk, legal risk
, model risk, information technology risk, fintech risk, cybersecurity risk, compliance risk, residual risk, pension
obligation risk, liquidity risk, collateral concentration risk, third-party risk and environmental, social, and governance
(ESQG) risk.

Liquidity risk

Liquidity risk is the risk that sufficient funds are not available to meet the Group’s financial obligations on a punctual
basis as they fall due. The risk arises from the timing differences between the maturity profiles of the Group’s assets
and liabilities. It includes the risk of losses arising from the following:

- forced sale of assets at below normal market prices
- raising of deposits or borrowing funds at excessive rates
- the investment of surplus funds at below market rates

Liquidity management policies are designed to ensure that funds are available at all times to meet the funding
requirements of the Group, even in adverse conditions. In normal conditions, the objective is to ensure that there are
sufficient funds available not only to meet current financial commitments but also to facilitate business expansion.
These objectives are met through the application of prudent liquidity controls. These controls provide access to funds
without undue exposure to increased costs from the liquidation of assets or the aggressive bidding for deposits.

The Group’s liquidity controls ensure that, over the short-term, the future profile of cash flows from maturing assets is
adequately matched to the maturity of liabilities. Liquidity controls also provide for the maintenance of a stock of liquid
and readily realisable assets and a diversified deposit base in terms of both maturities and range of depositors.

The management of liquidity and funding is primarily conducted in the Group’s individual geographic entities within
approved limits. The limits ensure that contractual net cash flows occurring over the following 30-day period do not
exceed the eligible stock of available liquid resources.

It is the Group’s general policy that each geographic entity should be self-sufficient in relation to funding its own
operations.

The Group’s liquidity management policies include the following:

- the monitoring of (i) future contractual cash flows against approved limits, and (ii) the level of liquid resources
available in a stress event

- the monitoring of balance sheet liquidity ratios

- the monitoring of the sources of funding in order to ensure that funding is derived from a diversified range of
sources

- the monitoring of depositor concentrations in order to avoid undue reliance on individual depositors

- the maintenance of a satisfactory level of term financing; and

- the maintenance of liquidity and funding contingency plans. These plans identify early indicators of stress
conditions and prescribe the actions to be taken in the event of a systemic or other crisis, while minimising
adverse long-term implications for the Group’s business activities.

Interest rate risk in the banking book

Structural interest rate risk arises in the Group’s core balance sheet as a result of mismatches in the repricing of
interest rate sensitive financial assets and liabilities. The associated interest rate risk is managed through the use of
models to evaluate the sensitivity of earnings to movements in interest rates. Interest rate risk in the banking book is
captured in GIB’s Pillar 2 capital framework by gauging the impact of stress tests on the Group’s interest rate exposure
in the banking book.

Concentration risk

Concentration risk is the risk related to the degree of diversification in the credit portfolio, i.e. the risk inherent in doing
business with large customers or not being equally exposed across industries and regions.

Concentration risk is captured in GIB’s Pillar 2 capital framework which considers single-name concentrations and
sector concentrations in the credit portfolio. Potential concentration risks by product, single obligor, and geography
are regularly assessed with a view to improving overall portfolio diversification. Established limits and actual levels of
exposure are regularly reviewed by senior management and the Board of Directors.
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d)

e)

f)

9)

h)

Group structure, overall risk and capital management (continued)
Risk in Pillar 2 (continued)
Pension obligation risk

Pension obligation risk is the risk that there may be a shortfall with respect to pension benefits due to employees/former
employees within the funded defined benefit scheme of the Group’s wholly owned subsidiary, GIB UK.

In December 2024, the Trustees of the Scheme completed a full scheme buy-in transaction with an insurer to mitigate
against most of the risks that the scheme is exposed to.

Reputational risk

Reputational risk is the risk of losses resulting from adverse perceptions about the Group, its brand and franchise by
its various stakeholders that is caused by a variety of internal and external factors. Preventive measures, including
controls and processes have been deployed to manage reputational risk. These include a robust and comprehensive
governance structure, which is based on set of well-defined policies and procedures.

The Group uses a reputational risk scorecard to quantify the amount of capital required for reputational risk under the
ICAAP framework.

Shariah Non-Compliance Risk

Shariah non-compliance risk is the risk of loss that arises from the failure of the Bank to comply with Shariah rules and
principles determined by the Shariah Board or the relevant body in the jurisdictions in which the Bank operates. The
Bank’s Shariah non-compliance risk arises from its exposure to Shariah compliant transactions and activities.

To effectively mitigate these risks, the Bank has established a robust Shariah Governance Framework that outlines a
multi-layered approach, incorporating various lines of defence, including the Shariah Compliance Department,
business and operations units, and control functions.

The Group uses a scorecard to quantify the amount of capital required for Shariah Non-Compliance risk under the
ICAAP framework.

Governance Risk

Governance Risk is defined as the risk of loss stemming from the failure of corporate governance practices of the
Bank. Governance is central to the effective and efficient running of the Group. It shapes everything from long-term
direction to everyday operations and plays an important part in long-term success of the Group. The Board of
Directors, Senior Management and all employees of the Group are committed to effective Corporate Governance
and to observing the highest standard of behaviour and conduct to maintain the highest international standards of
corporate governance and regulatory compliance.

The Group maintains a Subsidiary Corporate Governance Policy which outlines the corporate governance
framework of the Group and the main principles for promoting sound corporate governance practices and reflects to
the extent possible the corporate governance requirements of the CBB with respect to the governance of group
structures.

The Group uses a scorecard to quantify the amount of capital required for Governance risk under the ICAAP
framework.

Model Risk

Model Risk can be defined as the potential loss the Bank may incur, as a consequence of decisions that could be
principally based on the output of (internal) models, due to errors in the development, implementation or use of such
models. To minimise model risk, the Group has in place a set of measures and controls, including the use of three
lines of defence as demonstrated below:

e First line of defence (Model development and use): Senior Management oversight, Clear definition of
roles and responsibilities, Clear policies and model frameworks, Rigorous model testing prior to use and
Ongoing monitoring of model performance.

e Second line of defence (Model validation): Perform model validation tests and performance review for
models whose model risk is deemed significant or high and, as an outcome of model validations and
performance reviews, confirm or amend model as required.
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2.0 Group structure, overall risk and capital management (continued)
2.5 Riskin Pillar 2 (continued)
h) Model Risk (continued)

e Third line of defence (Internal Audit): Models are subjected to Internal Audit reviews as part of the periodic
audit cycles and Internal Audit findings are clearly documented and reported to senior management

The Group estimates capital required for model risk by calculating the deviation from model calculations.
i) Information Technology (IT) risk

IT Risk is the risk that infrastructure or systems fail, possibly leading to business disruption, creating a financial impact.
The Group has in place a sound IT and Information Security governance framework that aligns its IT strategy and
Information & Cyber Security Strategy with its overall business objectives. The Group assesses the capital required
for IT risk based on the downtime and restoration cost for the IT-related events.

j)  Fintech Risk

Fintech Risk refers to the risk associated with the continuous investment in emerging financial technologies, as well
as the risk to traditional banking revenue streams and margins (fees as well as interest income) from emerging fintech
players and offerings. Fintech risk includes the following elements:

Disintermediation risk

Risk of delayed initiatives leading to loss of revenues
Risk of obsolescence of technology

Risk of frauds, error and cybersecurity

Risk of continued reliance on consultants and specialists.
Risk of cryptocurrency and tokenisation

The capital requirements for this risk are assessed based on an estimate of the Fintech market penetration in the
Banking and financial sector for geographies in which the Group operates.

k) Cybersecurity Risk

Cybersecurity is the risk of losses arising from systems intrusion and invasion, online data fraud or deception schemes
for profit, external identity theft through system intrusion and skimming or electronic eavesdropping. The loss or
unavailability of data could arise from one or more of the following:

Shadow IT systems

Malware (Spyware)

A distributed denial-of-service (DDoS) attack
Ransomware Attack

Social Engineering attacks

Supply Chain Attacks

Zero-Day Attack.

Privacy Breach Risk

The Group assesses the capital required for cybersecurity risk by taking into consideration the probability of the breach,
the control environment of the Bank and the cost of data breach.

I) Compliance Risk

Compliance risk refers to the risk of legal or regulatory sanctions, material financial loss, or loss to reputation the
Bank may suffer as a result of its failure to comply with laws, regulations, directives, directions, reporting
requirements and codes of conduct, including internal code of conduct. This includes Anti-Money Laundering (AML)
and Counter Financing of Terrorism (CFT) rules and regulations.

The Group assesses the capital required for compliance risk on the basis of historical compliance related annual
losses/penalties.
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2.5 Riskin Pillar 2 (continued)

m) Residual Risk

Residual risk is the risk that the capital measurement methodologies adopted as per the Pillar 1 capital rules do not
adequately capture the capital requirement for Pillar 1 risks (i.e. credit, market and operational risks)

e Residual Credit Risk: For the purpose of residual credit risk assessment, the Group utilises an internally
developed economic capital model based on the Foundation Internal Ratings based (FIRB) approach
issued by the Basel Committee for Banking supervisions (BCBS)

e Residual Market risk: The Group uses Expected Shortfall (ES) to calculate the capital requirement for
residual general market risk. ES is calculated for foreign exchange risk and for all financial instruments in
the trading book for which there are readily available daily prices

¢ Residual Operational risk: The Group’s historical experience of operational risk related losses indicate that
the Group has never experienced operational risk losses in any one year that exceed the Pillar 1 capital
requirement.

n) Legal risk

In the ordinary course of its business, as a participant in the financial services industry, the Group may pursue litigation
claims against third parties and may also have litigation claims and/or regulatory proceedings filed against it. The Bank
has an in-house legal department comprising of qualified legal professionals. The department has put in place
adequate policies and procedures and uses assistance of professional legal firms on a need basis, to ensure effective
and efficient management of legal risk.

The Group uses a legal risk scorecard to quantify the amount of capital required for legal risk under the ICAAP
framework.

o) Strategic risk

Refers to the risk to earnings and profitability arising from strategic decisions, inadequate scoping or implementation
of initiatives or projects or delayed/lack of response to changes in the business environment.

The capital assessment for strategic risk shall be based on the potential impact of the Group’s strategic initiatives
and/or projects not materialising or being delayed. As a measure to evaluate the effectiveness of mitigating strategic
risk, the Bank shall ensure:

e The corporate strategy is clearly documented and communicated across relevant stakeholders

e Implementation of strategy progress and projects are tracked through reporting, periodic reviews and annual
scorecards, incorporating inputs from stakeholders

e Identify delays or deviations with potential capital implications

The Group uses a scorecard to quantify the amount of capital required for strategic risk under the ICAAP framework.
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2.0 Group structure, overall risk and capital management (continued)

2.5 Riskin Pillar 2 (continued)

p) Collateral Concentration Risk

Collateral concentration risk is the risk of losses owing to lack of diversification of collaterals that are used to secure
or mitigate credit exposures.

The Group accepts the following as eligible collaterals:
e Cash (and cash equivalent);
e Securities — Shares, Bonds, Deposit securities and certificates of deposits and other recognised instruments
that are liquid (Marketable Securities must be quoted and actively traded on a regulated stock exchange);
e Precious metals (gold, platinum, palladium, silver etc);
e Real estate (Residential, Commercial and Vacant Land); and
e Ships, aircraft, plant and machinery and other movable assets.

q) Third Party Risk

Third party risk refers to potential risk faced by the Bank owing to the outsourcing of services or procurement of
products from third party service providers. The Bank’s strategy to manage third-party risk includes the following:

e  The Group has a Board-approved Outsourcing Policy

e Materiality Assessment of outsourcing arrangements.

e Seeking the regulator's prior written “no objection” before committing to a new material outsourcing
arrangement.

e Conducting thorough Risk Assessment of an outsourcing proposal

e Documenting all outsourcing arrangements through a written and legally binding agreement.

e  Setting out a clear mechanism for the regular monitoring of the service provider performance

e Bank’s internal audit function audits the material outsourced activities on a regular basis

r) Environmental, Social, and Governance (ESG)

ESG risks are included in the Group’s risk taxonomy, representing potential impacts across financial, operational,
and reputational domains. ESG risk can be categorised as follows:

e Environmental: Encompasses natural environmental factors, including carbon emissions, energy usage,
waste management, water consumption, and climate change.

e Social: Covers the Bank’s societal impact, including employee treatment, customer relationships, community
engagement, and respect for human rights.

e Governance: Refers to risks related to internal management and oversight, including executive
accountability, board diversity, transparency, and ethical decision-making.

The Group ensures alignment with global standards and strengthens resilience against emerging risks. The Group
has established controls to manage ESG and climate risks, ensuring alignment with regulatory expectations and with
due cognisance of regional and industry practices. These controls integrate a combination of quantitative metrics,
qualitative assessments, and structured frameworks to mitigate risks and capitalise on opportunities.
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2.0 Group structure, overall risk and capital management (continued)

2.6 Monitoring and reporting

The monitoring and reporting to risk are conducted on a daily basis for market and liquidity risk, and on a monthly or
quarterly basis for credit and operational risk.

Risk reporting is regularly made to senior management and the Board of Directors. The Board of Directors receives
internal risk reports covering market, credit, operational and liquidity risks.

Capital management, including regulatory and internal economic capital ratios, is reported to senior management and
the Board of Directors on a monthly basis.

3. Regulatory capital requirements and the capital base
This section describes the Group’s regulatory capital requirements and capital base.

The composition of the total regulatory capital requirement was as follows:

49%  3T%

m Credit risk capital
Operational risk capital

Market risk capital

91.4%

Group’s total capital adequacy ratio as at 315t December 2025 was 17.5% compared with the minimum regulatory
requirement of 12.5%. The Tier 1 ratio was 16.0% for the Group. The composition of the total regulatory capital
requirement was as follows:

Risk Weighted Assets (RWA) Amount
US$ millions
Credit Risk 22,897.1
Market Risk 915.1
Operational Risk 1,218.4
Total risk-weighted exposure 25,030.6
Tier 1 ratio 16.0%
Capital adequacy ratio 17.5%

3.1 Capital requirements for credit risk

For regulatory reporting purposes, GIB calculates the capital requirements for credit risk based on the standardised
approach. Under the standardised approach, on and off-balance sheet credit exposures are assigned to exposure
categories based on the type of counterparty or underlying exposure. The exposure categories are referred to in the
CBB’s Basel 3 capital adequacy framework as standard portfolios. The primary standard portfolios are claims on
sovereigns, claims on banks and claims on corporates. Following the assignment of exposures to the relevant standard
portfolios, the RWAs are derived based on prescribed risk-weightings. Under the standardised approach, the risk-
weightings are provided by the CBB and are determined based on the counterparty’s external credit rating. The
external credit ratings are derived from eligible external rating agencies approved by the CBB. GIB uses ratings
assigned by Standard & Poor’s, Moody’s and Fitch.

Gulf International Bank B.S.C. — Risk management and capital adequacy report: 315t December 2025 Page 14 of 36



315t December 2025 GULF INTERNATIONAL BANK B.S.C.

3.2

3.3

3.4

Regulatory capital requirements and the capital base (continued)
Capital requirements for credit risk (continued)

An overview of the exposures, RWAs and capital requirements for credit risk analysed by standard portfolio is
presented in the table below:

Rated Unrated Total Average Capital

exposure exposure exposure risk weight RWA requirement

US$ millions US$ millions US$ millions % US$ millions US$ millions

Sovereigns 25,668.6 0.0 25,668.6 3.0% 759.9 95.0
PSEs 1,091.6 111 1,102.7 41.9% 461.8 57.7
Banks 11,053.8 66.7 11,120.5 28.4% 3,154 .4 394.3
Corporates 4,262.8 16,527.9 20,790.7 82.7% 17,202.0 2,150.2
Equities 239.7 227 262.4 109.8% 288.1 36.0
Pastdue loans - 115.9 115.9 82.7% 95.9 12.0
Other assets 48.2 1,075.2 1,1234 83.2% 935.0 116.9
42,364.8 17,8194 60,184.2 38.0% 22,8971 2,862.1

Exposures are stated after taking account of credit risk mitigants where applicable. The treatment of credit risk
mitigation is explained in more detail in section 4.4(g) of this report.

The definitions of each standard portfolio and the related RWA requirements are set out in section 4 of this report.

Capital requirements for market risk

The Group computes the regulatory capital for general market risk and specific market risk based on the standardised
approach. The RWAs and capital requirements for market risk are presented in the table below:

Capital Capital

Capital requirement- requirement -

RWA requirement minimum* maximum®*

US$ millions US$ millions US$ millions US$ millions

Interest rate risk 78.2 9.8 6.7 9.8
Equities 812.6 101.6 101.6 116.4
Foreign exchange risk 24.2 3.0 0.7 18.5
Total Risk Weighted Exposure for Market Risk 915.1 114.4 109.0 144.7

*The information in these columns shows the minimum and maximum capital charge of each of the market risk
categories during the year ended 31st December 2025.

Sensitivity analysis — interest rate risk

The impact of a 200bps interest rate shock on the value of assets, liabilities and equity as of 315t December 2025 is
presented in the table below:

Assets Liabilities Equity

US$ millions US$ millions US$ millions

At 200bps - increase (+) (498.5) 2173 (281.2)
At 200bps - decrease (-) 498.5 (217.3) 281.2

Capital requirements for operational risk

For regulatory reporting purposes, the capital requirement for operational risk is calculated in accordance with the
standardised approach. Under this approach, the Group’s average gross income over the preceding three financial
years is multiplied by a range of beta coefficients. The beta coefficients are determined based on the business line
generating the gross income and are prescribed in the Basel 3 capital adequacy framework. The capital requirement
for operational risk at 31t December 2025 amounted to US$152.3 million.
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3. Regulatory capital requirements and the capital base (continued)
3.5 Capital base

The Group’s regulatory capital base and risk weighted assets are set out in the table below:

Total
US$ millions
Regulatory capital base
Tier 1 capital:
CET1 3,707 .1
AT 1 2951
Tier 1 capital 4,002.2
Tier 2 capital 389.1
Total regulatory capital base 4,391.3
Risk-weighted exposure
Credit risk-weighted exposure 22,8971
Market risk-weighted exposure 915.1
Operational risk-weighted exposure 1,218.4
Total risk-weighted exposure 25,030.6
Tier 1 risk asset ratio 16.0%
Total risk asset ratio 17.5%

Common equity Tier 1 (CET 1) and Tier 1 capital is defined as capital of the same or close to the character of paid-up
capital and comprises share capital, share premium, retained earnings and eligible reserves. Eligible reserves exclude
revaluation gains and losses arising on the remeasurement to fair value of derivative cash flow hedging transactions,
although include unrealised gains and losses arising on the remeasurement to fair value of equity investment securities
classified as fair value through other comprehensive income (FVTOCI). Regulatory capital deductions are applied to
Tier 1 and Tier 2 capital with respect to investment exposures for entities where the Group does not own more than
10% of the issued share capital of the entity, and to Tier 1 capital to exclude any outstanding cash flow hedge reserves.

The issued and paid-up share capital of the bank is US$2,000 million at 31t December 2025, comprising 2,000 million
shares of US$1 each.

Tier 2 capital, comprising eligible subordinated term debt and expected credit losses Stage 1 and Stage 2 impairment
provisions, after applicable haircuts and ceiling limitations.

The CBB applies various limits to elements of the regulatory capital base. The amount of innovative Tier 1 securities
cannot exceed 15% of total Tier 1 capital; qualifying Tier 2 capital cannot exceed Tier 1 capital; and qualifying
subordinated term finance cannot exceed 50% of Tier 1 capital. There are also restrictions on the amount of collective
impairment provisions that may be included as part of Tier 2 capital.

There are no impediments on the transfer of funds or regulatory capital within the Group other than restrictions over
transfers of statutory deposits with central banks and safeguards to ensure minimum regulatory capital requirements
are met for subsidiary companies.

The total Tier 1 capital has increased compared to the prior period primarily due to issuance of AT1 by subsidiary,
accumulation of profits and full inclusion of capital contributed by the majority shareholder across all subsidiaries of
the Group.
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4.1

Credit risk — Pillar 3 disclosures

This section describes the Group’s exposure to credit risk and provides detailed disclosures on credit risk in
accordance with the CBB’s Basel 3 framework in relation to Pillar 3 disclosure requirements.

Definition of exposure classes

GIB has a diversified on- and off-balance sheet credit portfolio, the exposures of which are divided into the counterparty
exposure classes defined by the CBB’s Basel 3 capital adequacy framework for the standardised approach for credit
risk. A high-level description of the counterparty exposure classes, referred to as standard portfolios in the CBB’s
Basel 3 capital adequacy framework, and the generic treatments, i.e. the risk weights to be used to derive the RWAs,
are as follows:

Sovereigns portfolio

The sovereigns portfolio comprises exposures to governments and their respective central banks. The risk weights
are 0% for exposures in the relevant domestic currency, or in any currency for exposures to GCC governments.
Foreign currency claims on other sovereigns are risk-weighted based on their external credit ratings.

Certain multilateral development banks as determined by the CBB may be included in the sovereigns portfolio and
treated as exposures with a 0% risk-weighting.

PSE portfolio
Public sector entities (PSEs) are risk-weighted according to their external ratings with the exception of Bahrain PSEs,
and domestic currency claims on other PSEs which are assigned a 0% risk weight by their respective country regulator.

Banks portfolio

Claims on banks are risk-weighted based on their external credit ratings. A preferential risk weight treatment is
available for qualifying short-term exposures. Short-term exposures are defined as exposures with an original tenor of
three months or less.

The Banks portfolio also includes claims on investment firms, which are risk-weighted based on their external credit
ratings although without any option for preferential treatment for short-term exposures. A regulatory deduction is
applied to investment exposures for entities where the Group does not own more than 10% of the issued share capital
of the Bank.

Corporates portfolio

Claims on corporates are risk-weighted based on their external credit ratings. A 100% risk weight is assigned to
unrated corporate exposures. A preferential risk weight treatment is available for certain corporates owned by the
Government of Bahrain, as determined by the CBB, which are assigned a 0% risk weight.

Equities portfolio

The equities portfolio comprises equity investments in the banking book, i.e. in the investment securities portfolio and
non-qualifying equities and funds in the trading portfolio. The credit (specific) risk for qualifying equities in the trading
book is included in market risk RWAs for regulatory capital adequacy calculation purposes. A regulatory deduction is
applied to investment exposures for entities where the Group does not own more than 10% of the issued share capital
of the entity.

A 100% risk weight is assigned to listed equities and funds. Unlisted equities and funds are risk-weighted at 150%.
Investments in rated funds are risk-weighted according to their external credit rating.

In addition to the standard portfolios, other exposures are assigned to the following exposure classes:

Past due exposures

All past due loan exposures, irrespective of the categorisation of the exposure if it were performing, are classified
separately under the past due exposures asset class. A risk-weighting of either 100% or 150% is applied depending
on the level of provision maintained against the loan.

Other assets and holdings of securitisation tranches
Cash balances are risk-weighted at 0%, other assets are risk-weighted at 100%. A credit valuation adjustment (CVA)
is applied to applicable derivative exposures.

Securitisation tranches are risk-weighted based on their external credit ratings and tenor. Risk-weightings range from
20% to 1250%.
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4.4

a)

External rating agencies

GIB uses ratings issued by Standard & Poor’s, Moody’s and Fitch to derive the risk-weightings under the CBB’s Basel
3 capital adequacy framework. Where ratings vary between rating agencies, the highest rating from the lowest two
ratings is used to derive the risk-weightings for regulatory capital adequacy purposes.

Credit risk presentation under Basel 3

The credit risk exposures presented in this report may differ from the credit risk exposures reported in the consolidated
financial statements. Differences arise due to the application of different methodologies, as illustrated below:

Under the CBB’s Basel 3 framework, off-balance sheet exposures are converted into credit exposure equivalents
by applying a credit conversion factor (CCF). The off-balance sheet exposure is multiplied by the relevant CCF
applicable to the off-balance sheet exposure category. Subsequently, the exposure is treated in accordance with
the standard portfolios referred to in section 4.1 of this report in the same manner as on-balance sheet exposures.

Credit risk exposure reporting under Pillar 3 is frequently reported by standard portfolios based on the type of
counterparty. The financial statement presentation is based on asset class rather than the relevant counterparty.
For example, a loan to a bank would be classified in the Banks standard portfolio under the capital adequacy
framework although it is classified in loans and advances in the consolidated financial statements.

Certain eligible collateral is applied to reduce exposure under the Basel 3 capital adequacy framework, whereas
no such collateral netting is applicable in the consolidated financial statements.

Based on the CBB’s Basel 3 guidelines, certain exposures are either included in, or deducted from, regulatory
capital rather than treated as an asset as in the consolidated financial statements.

Under the CBB’s Basel 3 capital adequacy framework, external rating agency ratings are based on the highest
rating from the lowest two ratings, while for internal credit risk management purposes the Group uses the lowest
rating.

Credit exposure

Gross credit exposure

The gross and average gross exposure to credit risk before applying collateral, guarantees, and other credit
enhancements was as follows:

Gross credit Average gross
exposure credit exposure

US$ millions US$ millions
Balance sheet items:
Cash and other liquid assets (including cash balances) 16,363.7 12,003.0
Securities purchased under agreements to resell 254 1 790.4
Placements 6,206.2 5,753.0
Investment securities 10,596.6 9,466.0
Loans and advances 16,552.4 15,781.0
Accrued interest and fees receivable 437.5 454 .8
Total on-balance sheet credit exposure 50,410.5 44,248.2
Off-balance sheet items:
Credit-related contingentitems 8,445.0 8,629.3
Derivative and foreign exchange instruments 868.7 806.3
Total off-balance sheet credit exposure 9,313.7 9,435.6
Total gross credit exposure 59,724.2 53,683.8

The average gross credit exposure is based on monthly averages during the year ended 315t December 2025.

The gross credit exposure for derivative and foreign exchange instruments is the replacement cost (current exposure)
representing the cost of replacing the contracts at current market rates should the counterparty default prior to the
settlement date. The gross credit exposure reported in the table above does not include potential future exposure.
Further details on the counterparty credit risk relating to off-balance sheet exposures are set out in section 7.3(a) of
this report.
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Credit risk — Pillar 3 disclosures (continued)

4.4 Credit exposure (continued)

b) Credit exposure by geography

The classification of credit exposure by geography, based on the location of the counterparty, was as follows:

Placements,
reverse repos Accrued
& other liquid Loans and interest-fees Off-balance
assets Securities advances receivable sheetitems Total
US$ millions US$ millions US$ millions  US$ millions US$ millions US$ millions
GCC 4,445.5 7,178.9 15,600.2 287.1 7,357.7 34,869.4
Europe 9,330.2 647.6 586.2 118.7 763.7 11,446.4
North America 8,340.9 1,422.7 86.3 19.4 813.2 10,682.5
Asia 704.8 1,343.9 - 10.0 178.4 2,237 1
MENA (excluding GCC) 2.6 3.5 279.7 2.3 200.7 488.8
22,824.0 10,596.6 16,552.4 437.5 9,313.7 59,724.2

The MENA region comprises the Middle East and North Africa.
c) Credit exposure by industrial sector

The classification of credit exposure by industrial sector was as follows:

Placements,
reverse repos Accrued
& other liquid Loans and interest-fees Off-balance
assets Securities advances receivable sheetitems Total
US$ millions US$ nillions US$ millions  US$ millions  US$ millions  US$ millions
Government 16,511.0 9,117.2 1,837.1 1251 1066  27,697.0
Financial 6,313.0 665.8 27452 190.3 1,963.2 11,8775
Trading and services - - 2,091.7 26,5 1,060.2 31784
Energy, ail and petrocherical - 171.0 1,410.0 14.6 1,184.1 2,779.7
Manufacturing - - 1,602.2 129 914.3 25294
Utilities - 1375 1,190.3 92 2439 1,580.9
Construction and Engineering - - 954.2 5.8 2,385.1 3,345.1
Transportation - 13.3 1,190.8 39 386.2 1,594.2
Real estate - 76.1 1,081.2 17.3 124.1 1,298.7
Agriculture and nining - 66.8 2178 4.9 344.9 634.4
Retail loans - - 263.1 - - 263.1
Technology, media and teleconmunication - 287.8 351.8 6.9 80.8 727.3
Other - 61.1 1,617.0 201 520.3 22185

228240 10596 16,5524 43715 93137 59,7242
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Credit risk — Pillar 3 disclosures (continued)

4.4 Credit exposure (continued)

d) Credit exposure by internal rating

The credit risk profile based on internal credit ratings and presented based on the International Financial Reporting
Standards (IFRS) 9 — Financial Instruments classification was as follows:

Placements,
reverse repos Accrued
& other liquid Loans and interest-fees  Off-balance
assets  Securities advances receivable sheet items Total

US$ millions  US$ millions  US$ millions US$ millions  US$ millions US$ millions
Stage 1
Rating grades 1 to 4- 22,463.5 9,625.5 10,400.2 355.3 5,990.9 48,835.4
Rating grades 5+ to 5- 359.8 971.1 4,839.5 57.8 988.6 7,216.8
Rating grades 6+ to 6- 0.7 - 354.4 3.2 - 358.3
Carrying amount (net) 22,824.0 10,596.6 15,594.1 416.3 6,979.5 56,410.5
Stage 2
Rating grades 1 to 4- - - 39.2 20 82.5 123.7
Rating grades 5+ to 5- - - 277.3 27 974 3774
Rating grades 6+ to 6- - - 4371 91 383.0 829.2
Rating grade 7 - - 87.6 74 6.2 101.2
Carrying amount (net) - - 841.2 21.2 569.1 1,431.5
Stage 3
Rating grade 8 - - 84.2 - 20.7 104.9
Rating grade 9 - - 32.2 - 14.6 46.8
Rating grade 10 - - 0.7 - - 0.7
Carrying amount (net) - - 1171 - 35.3 152.4
Other credit risk exposures
Performance bonds - - - - 1,729.8 1,729.8
Carrying amount - - - - 1,729.8 1,729.8

22,824.0 10,596.6 16,552.4 437.5 9,313.7 59,724.2

The above on-balance sheet exposures are reported net of the following provisions for expected credit losses, whereas
provisions for off-balance sheet items are recorded in other liabilities:

Stage 1 (0.6) (5.5) (71.6) - (7.1) (84.8)
Stage 2 - - (57.0) - 3.7) (60.7)
Stage 3 - - (166.7) - (24.8) (191.5)

(0.6) (5.5) (295.3) - (35.6) (337.0)

Following the adoption of IFRS 9 — Financial Instruments, the Group has classified credit exposures in the following
prescribed stages:

- Stage 1: for financial instruments where there has not been a significant increase in credit risk since initial
recognition and that are not credit-impaired on origination, the Group recognises an allowance based on 12-month
expected credit losses.

- Stage 2: for financial instruments where there has been a significant increase in credit risk since initial recognition,
but they are not credit-impaired, the Group recognises an allowance for the lifetime expected credit losses.

- Stage 3: for credit-impaired financial instruments, the Group recognises the lifetime expected credit losses.
The analysis is presented prior to the application of credit risk mitigation techniques.

The Group’s internal credit rating system is commented on in more detail in section 4.9 of this report.
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e)

f)

9)

Credit risk — Pillar 3 disclosures (continued)

Credit exposure (continued)

Credit exposure by maturity

The maturity profile of funded credit exposures based on contractual maturity dates was as follows:

Placements,

reverse repos Accrued
& other liquid Loans and interest-fees Off-balance
assets Securities advances receivable sheetitems Total

US$ millions US$ millions US$ millions US$ millions US$ millions US$ millions

Within 3 months 19,349.2 4911 6,311.8 266.6 4,387.2 30,805.9
4 months to 1 year 2,959.5 2,530.7 3,053.8 170.9 2,658.6 11,3735
Years 2t0 5 5.2 3,835.1 5,850.5 - 1,889.2 11,580.0
Years 6to 10 - 34927 1,153.9 - 362.5 5,009.1
Years 11 to 20 - 237.0 65.0 - 34 3054
Over 20 years and undated 510.1 10.0 117.4 - 12.8 650.3

22,8240 10,596.6 16,552.4 437.5 9,313.7 59,724.2

Securities exposure over 20 years and undated comprises securities measured at fair value through profit or loss and
equity investment securities measured at fair value through other comprehensive income.

Equities held in the banking book

Equity investments measured at fair value through other comprehensive income of investment securities in the
consolidated balance sheet are included in the equities’ standard portfolio in the Pillar 1 credit risk capital adequacy
framework. Such equity investment securities principally comprise investments of a private equity nature and
investments in funds managed by specialist managers.

At 31t December 2025, equity investment securities held in the banking book amounted to US$22.7 million, of which
US$4.2 million comprised managed funds.

During the year ended 315t December 2025, nil gains were realised on equity investments. At 315t December 2025,
net unrealised losses on equity investment securities amounted to US$13.3 million.

Credit risk mitigation

The credit exposure information presented in section 4 of this report represents gross exposures prior to the application
of any credit risk mitigants. Collateral items and guarantees which can be used for credit risk mitigation under the
capital adequacy framework are referred to as eligible collateral. Only certain types of collateral and some issuers of
guarantees are eligible for preferential risk weights for regulatory capital adequacy purposes. Furthermore, the
collateral management process and the terms in the collateral agreements have to fulfil the CBB’s prescribed minimum
requirements (such as procedures for the monitoring of market values, insurance and legal certainty) set out in their
capital adequacy regulations.

The reduction of the capital requirement attributable to credit risk mitigation is calculated in different ways, depending
on the type of credit risk mitigation, as follows:

- Adjusted exposure amount: GIB uses the comprehensive method for financial collateral such as cash, bonds and
shares. The exposure amount is adjusted with regard to the financial collateral. The size of the adjustment
depends on the volatility of the collateral and the exposure. GIB uses volatility adjustments specified by the CBB,
known as supervisory haircuts, to reduce the benefit of collateral and to increase the magnitude of the exposure.

- Substitution of counterparty: The substitution method is used for guarantees, whereby the rating of the
counterparty is substituted with the rating of the guarantor. This means that the credit risk in respect of the
counterparty is substituted by the credit risk of the guarantor and the capital requirement is thereby reduced.
Hence, a fully guaranteed exposure will be assigned the same capital treatment as if the exposure was to the
guarantor rather than to the counterparty.
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4.5

Credit risk — Pillar 3 disclosures (continued)
Credit exposure (continued)
Credit risk mitigation (continued)

Description of the main types of credit risk mitigation

GIB uses a variety of credit risk mitigation techniques in several different markets which contribute to risk diversification
and credit protection. The different credit risk mitigation techniques such as collateral, guarantees, credit derivatives,
netting agreements and covenants are used to reduce credit risk. All credit risk mitigation activities are not necessarily
recognised for capital adequacy purposes as they are not defined as eligible under the CBB'’s Basel 3 capital adequacy
framework, e.g. covenants and non-eligible tangible collateral such as unquoted equities. The recognised credit risk
mitigation activities are undertaken with various counterparties to ensure no additional credit or market risk
concentrations occur.

Exposures secured by eligible financial collateral, guarantees and credit derivatives, presented by standard portfolio
were as follows:

Of which secured by:

Exposure before Eligible Eligible guarantees
credit risk mitigation collateral or credit derivatives
US$ millions US$ millions US$ millions
Sovereigns 48514 8.9 27.6
Banks 5,891.4 2,3991 3884
Corporates 8,972.6 1,433.3 -

Guarantees and credit derivatives

Only eligible providers of guarantees and credit derivatives may be recognised in the standardised approach for credit
risk. Guarantees issued by corporate entities may only be taken into account if their rating corresponds to A- or higher.
The guaranteed exposures receive the risk weight of the guarantor.

GIB uses credit derivatives as credit risk protection only to a limited extent as the credit portfolio is considered to be
well diversified.

Collateral and valuation principles

The amount and type of collateral is dependent upon the assessment of the credit risk of the counterparty. The market/
fair value of the collateral is actively monitored on a regular basis and requests are made for additional collateral in
accordance with the terms of the facility agreements. In general, lending is based on the customer’s repayment
capacity rather than the collateral value. However, collateral is considered the secondary alternative if the repayment
capacity proves inadequate. Collateral is not usually held against securities or placements.

Types of eligible collateral commonly accepted
The Group holds collateral against loans and advances in the form of physical assets, cash deposits, securities and
guarantees.

Movement in provisions for expected credit losses

Provisions for expected credit losses (ECL) are estimated based on the present value of all cash shortfalls over the
remaining expected life of the financial asset, i.e., the difference between the contractual cash flows that are due to
the Group under the contract, and the cash flows that the Group expects to receive, discounted at the effective interest
rate of the loan.

For the purposes of ECL calculation, the Group categorises its financial instruments that are not measured at FVTPL
into Stage 1, Stage 2 and Stage 3, based on the applied impairment methodology. The Group calculates 12-month
ECL for its Stage 1 exposures and lifetime ECL for its Stage 2 and Stage 3 exposures.

Provisions for expected credit losses are recognised in the consolidated statement of income and are reflected in an
allowance account against the respective financial asset.
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a)

b)

c)

4.6

Credit risk — Pillar 3 disclosures (continued)
Movement in provision for expected credit losses (continued)
Loans and advances

The movements in the provisions for expected credit losses of loans and advances were as follows:

Stage 1 Stage 2 Stage 3 Total
US$ millions US$ millions US$ millions US$ millions
At 1% January 2025 80.4 102.5 118.7 301.6
Transfer to Stage 1 21 (1.7) (0.4) -
Transfer to Stage 2 (1.4) 1.7 (0.3) -
Transfer to Stage 3 (0.1) (38.3) 38.4 -
Exchange rate movements 0.1 0.1 0.2 0.4
Net remeasurement of ECL allowance (9.5) (7.3) 86.9 70.1
Write-offs - - (76.8) (76.8)
At 31% December 2025 71.6 57.0 166.7 295.3

Investment securities

The movements in the provisions for expected credit losses of investment securities were as follows:

Stage 1 Stage 2 Stage 3 Total

US$ millions US$ millions US$ millions US$ millions

At 1% January 2025 3.6 - - 3.6
Net remeasurement of ECL allowance 1.9 - - 1.9
At 31% December 2025 55 - - 5.5

Credit related financial instruments

The movements in the provisions for expected credit losses of credit related financial instruments were as follows:

Stage 1 Stage 2 Stage 3 Total
US$ millions US$ millions US$ millions US$ millions
At 1%t January 2025 94 38 399 53.1
Transfer to stage 1 0.3 (0.3) - -
Transfer to stage 2 (0.1) 0.1 - -
Transfer to stage 3 - (0.3) 0.3 -
Exchange rate movements 0.1 - 0.1 0.2
Net remeasurement of ECL allowance (2.6) 0.4 (15.5) (17.7)
At 31 December 2025 71 3.7 24.8 35.6

Credit impaired exposures

Impaired financial assets represent assets for which there is objective evidence that the Group will not collect all
amounts due, including both principal and interest, in accordance with the contractual terms of the obligation. Objective
evidence that a financial asset is impaired may include: a breach of contract, such as default or delinquency in interest
or principal payments, the granting of a concession that, for economic or legal reasons relating to the borrower’s
financial difficulties, would not otherwise be considered, indications that it is probable that the borrower will enter
bankruptcy or other financial re-organisation, the disappearance of an active market, or other observable data relating
to a group of assets such as adverse changes in the payment status of borrowers or issuers in the group, or economic
conditions that correlate with defaults in the group.

In accordance with guidelines issued by the CBB, credit facilities are placed on non-accrual status and interest income
suspended when either principal or interest is overdue by 90 days whereupon unpaid and accrued interest is reversed
from income. Interest on non-accrual facilities is included in income only when received. Credit facilities classified as
past due are assessed for impairment in accordance with the IFRS guidelines as set out in section 4.5 of this report.
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4. Credit risk — Pillar 3 disclosures (continued)
4.6 Credit impaired exposures (continued)

a) Loans and advances

The gross and carrying amounts of credit impaired loans and advances were as follows:

Expected
Gross credit Net
exposure losses exposure
US$ millions US$ millions US$ millions
Corporates 278.9 163.3 115.6
Retail banking 4.9 3.4 1.5
283.8 166.7 117.1
The overdue status of credit impaired loans and advances was as follows:
Less than Years Over
1year 2 and 3 3 years Total
US$ millions US$ millions US$ millions US$ millions
Corporates 122.3 117.9 38.7 278.9
Retail banking 4.5 - 0.4 4.9
126.8 117.9 39.1 283.8

The net charges for expected credit losses and write-offs for credit impaired facilities during the year were as follows:

Expected

Net Write - credit

charges offs losses

US$ millions US$ millions US$ millions

Corporates 63.1 68.8 163.3
Retail banking 7.0 8.0 3.4
70.1 76.8 166.7

Credit impaired facilities were all to counterparties in the GCC.

b) Investment securities

There were no debt investment securities for which either principal or interest was over 90 days past due.

4.7 Past due facilities

Exposures are classified as past due but not credit impaired when principal or interest on the facility is overdue by 1

day up to 89 days.

The gross and carrying amounts of past due but not credit impaired loans were as follows:

Expected
Gross credit Net
exposure losses exposure
US$ millions USS$ millions US$ millions
Corporates 84.6 2.9 81.7
Retail banking 26.2 0.7 25.5
110.8 3.6 107.2

Gulf International Bank B.S.C. — Risk management and capital adequacy report: 315t December 2025
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4. Credit risk — Pillar 3 disclosures (continued)
4.7 Past due facilities (continued)

The age analysis of past due but not credit impaired facilities was as follows:

Up to 30 31 to 60 61 to 89
days days days Total
US$ millions US$ millions US$ millions USS$ millions
Corporates 55.0 25.1 1.6 81.7
Retail banking 12.8 8.9 3.8 25.5
67.8 34.0 5.4 107.2

Past due but not credit impaired facilities were all to counterparties in the GCC.
4.8 Restructured and modified facilities

The Group restructured and modified US$64.2 million gross credit facilities out of US$16,847.7 million total gross loan
exposures as at 315t December 2025 with no significant additional impact on ECL during the year.

4.9 Internal ratings

The Group monitors, manages and controls credit risk exposures based on an internal credit rating system that rates
individual obligors based on a rating scale from 1 to 10, subject to positive (+) and negative (-) modifiers for rating
grades 2 to 6. The internal credit rating is a measure of the credit worthiness of a single obligor, based on an
assessment of the credit risk relating to senior unsecured, medium-term, foreign currency credit exposure. The primary
objectives of the internal credit rating system are the maintenance of a single uniform standard for credit quality
measurement, and to serve as the primary basis for Board-approved risk parameters and delegated credit authority
limits.

The internal credit rating system is used throughout the organisation and is inherent in all business decisions relating
to the extension of credit. A rating is an estimate that exclusively reflects the quantification of the repayment capacity
of the customer, i.e. the risk of customer default. The internal credit rating system also serves as a key input into the
Group’s Risk-Adjusted Return on Capital (RAROC) performance measurement system. Ratings reflect a medium-term
time horizon, thereby rating through an economic cycle.
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Credit risk — Pillar 3 disclosures (continued)
Internal ratings (continued)

The internal ratings map directly to the rating grades used by the international credit rating agencies as illustrated
below:

Fitch and

Internal Standard &
Internal rating grade classification Poor’s Moody’s
Investment grade
Rating grade 1 Standard AAA Aaa
Rating grade 2 Standard AA Aa
Rating grade 3 Standard A A
Rating grade 4 Standard BBB Baa
Sub-investment grade
Rating grade 5 Standard BB Ba
Rating grade 6 Standard B B
Rating grade 7 Standard CCC Caa
Classified
Rating grade 8 Substandard CcC Ca
Rating grade 9 Doubtfful Cc C
Rating grade 10 Loss D -

The rating mapping does not intend to reflect that there is a fixed relationship between GIB’s internal rating grades
and those of the external agencies as the rating approaches differ.

Market risk — Pillar 3 disclosures
Market risk

Market risk is the risk of loss due to adverse changes in interest rates, foreign exchange rates, commaodity prices,
equity prices and market conditions, such as liquidity. The principal market risks to which the Group is exposed are
interest rate risk and foreign exchange risk associated with its trading, investment and asset and liability management
activities. The portfolio effects of holding a diversified range of instruments across a variety of businesses and
geographic areas contribute to a reduction in the potential negative impact on earnings from market risk factors.

The Group's trading and foreign exchange activities principally comprise trading in debt securities, foreign exchange
and derivative financial instruments. Derivative financial instruments include futures, forwards, swaps and options in
the interest rate and foreign exchange markets. The Group manages and controls the market risk within its trading
portfolios through limit structures that relate, inter alia, to positions, volumes, concentrations, allowable losses and
maturities.

Sensitivity analysis

The sensitivity of the interest rate risk in the banking book to changes in interest rates is set out in section 8.1(c) of
this report.

The Group’s investment debt securities are measured at amortised cost and other comprehensive income. However,
the Group nevertheless monitors the impact of changes in credit spreads on the fair value of the debt securities.
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Operational risk — Pillar 3 disclosures
Operational risk management

Operational risk is part of the wider Non-Financial Risk classification, which the Bank actively manages within
acceptable tolerance levels through sound operational risk management practices that are part of the day-to-day
responsibilities of management at all levels. Whilst operational risk cannot be eliminated in its entirety, the Bank
endeavours to minimise it by ensuring that a strong control infrastructure is in place throughout the organisation.

Effective management of operational risk aims to minimise the impact of losses suffered in the normal course of
business (expected losses) and to avoid or reduce the likelihood of suffering a large extreme (unexpected) loss.

The Bank’s risk management approach involves identifying, assessing, managing, mitigating, monitoring and
measuring the risks associated with all areas of the Bank. The various procedures and processes used to manage
operational risk and non-financial risk include (but not limited to) effective staff training, appropriate controls to
safeguard assets and records, regular reconciliation of accounts and transactions, close monitoring of risk limits,
segregation of duties, and financial management and reporting. In addition, policies have been put in place to manage
other control mitigation strategies such as for business continuity planning, insurance and legal risk (which includes
regular reporting to management on legal matters).

There is a dedicated Operational Risk Management (ORM) function for the Bank which reports to the Bank’s Chief
Risk Officer and provides independent monitoring and reporting on operational risk issues as well as broader non-
financial risk topics. The Bank has an established governance forum, the Operational Risk & Non-Financial Risk
Committee (OR&NFRC) which provides oversight for operational risk and non-financial risk activities across Bank.
The OR&NFRC reports to the Risk Committee (RC) and to the Board Risk Policy Committee (BRPC) on a quarterly
basis regarding relevant operational risk management and non-financial risk matters such as high impact events, risk
issues of critical importance.

As part of the Bank’s Operational Risk Management Framework (ORMF), risk self-assessments are conducted, which
identify the operational risks inherent in the Bank’s activities, processes and systems. The controls identified are self-
assessed and is supported by an Internal Control Testing Framework, which entails control validation requirements at
1st and 2nd lines of defence.

Qualitative and quantitative methodologies and tools are used to identify and assess operational risk and to provide
management with information for determining appropriate mitigating factors. These tools include a database of
operational risk events categorised according to business lines and operational risk event types; a record of key risk
indicators, which can provide an early warning of possible risk; and a risk and control assessment process to analyse
business activities and identify operational risks related to those activities.

- Risk Events (RE): Risk events encompass incidents resulting from inadequate or failed internal processes,
people, and systems or from external events which impact the organisation, incur a direct financial loss or
result in a near miss. ORM tracks and records risk events on an on-going basis to monitor changes in the
level of threat to the business and to assist in considering the quality, design and implementation of its
controls.

- Key Risk Indicators (KRI): Key risk indicators are warning signals which enable Management to monitor and
mitigate operational risks that are reaching levels of concern. KRIs allow the Bank to identify potential events
that may impact achievement of business objectives. The business and support functions in collaboration
with ORM define thresholds for identified KRI, to regularly assess the status of the operational risk exposure.

- Risk and Control Self-Assessments (RCSA): Risk and control self-assessment is a tool to identify and assess
the operational risk inherent in all existing activities, processes and systems as well as assessing the
effectiveness of controls used by Management to mitigate those risks. The business and support functions
collaborate with ORM to complete comprehensive risk self-assessments.

- Internal Control Testing Framework (ICTF): The ICTF has been introduced to contribute to the effectiveness
and efficiency of the RCSA process, through the implementation of Control Testing approach, which provides
control validation through testing across the 1st and 2nd lines of defence.

Furthermore, as part of the maturing and development of the broader Non-Financial Risk Management framework,
the bank has recently introduced a Risk Identification and Materiality Assessment (RIMA) exercise which involves
annual top level non-financial risk identification workshop supported by semi-annual materiality assessment
processes.

The capital requirement for operational risk is calculated for regulatory purposes according to the standardised
approach, in which the regulatory capital requirement is calculated based on a range of beta coefficients, ranging from
12% to 18%, applied to the average gross income for the preceding three financial years for each of eight predefined
business lines. Consequently, the operational risk capital requirement is updated only on an annual basis.



315t December 2025 GULF INTERNATIONAL BANK B.S.C.

71

Off-balance sheet exposure and securitisations

Off-balance sheet exposures are divided into two exposure types in accordance with the calculation of credit risk
RWAs in the CBB’s Basel 3 capital adequacy framework:

- Credit-related contingent items: Credit-related contingent items comprise guarantees, credit commitments and
unutilised approved credit facilities

- Derivative and foreign exchange instruments: Derivative and foreign exchange instruments are contracts, the
value of which is derived from one or more underlying financial instruments or indices, and include futures,
forwards, swaps and options in the interest rate, foreign exchange, equity and credit markets

In addition to counterparty credit risk measured within the Basel 3 credit risk framework, derivatives also incorporate
exposure to market risk and carry a potential market risk capital requirement, as commented on in more detail in
section 5 of this report. A credit valuation adjustment (CVA) is applied to the relevant derivative exposure RWA'’s.

For the two off-balance exposure types, there are different possible values for the calculation base of the regulatory
capital requirement, as commented on below:

Credit-related contingent items

For credit-related contingent items, the notional principal amount is converted to an exposure at default (EAD) through
the application of a credit conversion factor (CCF). The CCF factors range from 20% to 100% depending on the type
of contingent item and is intended to convert off-balance sheet notional amounts into equivalent on-balance sheet
exposures.

Credit commitments and unutilised approved credit facilities represent commitments that have not been drawn down
or utilised. The notional amount provides the calculation base to which a CCF is applied for calculating the EAD. The
CCF ranges between 0% and 100% depending on the approach, product type and whether the unutilised amounts
are unconditionally cancellable or irrevocable.

The table below summarises the notional principal amounts, RWAs and capital requirements for each credit-related
contingent category:

Notional
principal Capital
amount RWA requirement

US$ millions US$ millions US$ millions

Direct credit substitutes 1,228.3 1,200.0 150.0
Transaction-related contingentitems 4,065.5 1,773.0 221.6
Short-term self-liquidating trade-related contingentitems 960.1 185.1 231
Commitments 2,191.1 1,252.7 156.6

8,445.0 4,410.8 551.3

Commitments include undrawn loan commitments and underwriting commitments under note issuance and revolving
facilities and may be drawn down on demand.

The notional principal amounts reported above are stated gross before applying credit risk mitigants, such as cash
collateral, guarantees and counter indemnities. At 315t December 2025, the Group held cash collateral, guarantees,
counter-indemnities or other high quality collateral in relation to credit-related contingent items amounting to US$428.1
million.
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Off-balance sheet exposure and securitisations (continued)
Derivative and foreign exchange instruments

The Group utilises derivative and foreign exchange instruments to meet the needs of its customers, to generate trading
revenues and as part of its asset and liability management activity to hedge its own exposure to market risk. Derivative
and foreign exchange instruments are subject to the same types of credit and market risk as other financial
instruments. The Group has appropriate and comprehensive Board-approved policies and procedures for the control
of exposure to both credit and market risk from its derivative and foreign exchange activities.

In the case of derivative transactions, the notional principal typically does not change hands. It is simply a quantity
which is used to calculate payments. While notional principal is a volume measure used in the derivative and foreign
exchange markets, it is neither a measure of market nor credit risk. The Group’s measure of credit exposure is the
cost of replacing contracts at current market rates should the counterparty default prior to the settlement date. Credit
risk amounts represent the gross unrealised gains on non-margined transactions before taking account of any
collateral held or any master netting agreements in place.

The Group participates in both exchanges traded and over-the-counter (OTC) derivative markets. Exchange traded
instruments are executed through a recognised exchange as standardised contracts and primarily comprise futures
and options. OTC contracts are executed between two counterparties who negotiate specific agreement terms,
including the underlying instrument, notional amount, maturity and, where appropriate, exercise price. In general, the
terms and conditions of these transactions are tailored to the requirements of the Group’s customers although conform
to normal market practice. Industry standard documentation is used, most commonly in the form of a master
agreement. The existence of a master netting agreement is intended to provide protection to the Group in the event
of a counterparty default.
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Off-balance sheet exposure and securitisations (continued)
Derivative and foreign exchange instruments (continued)

The Group’s derivative and foreign exchange activities are predominantly short-term in nature. Transactions with
maturities over one year principally represent either fully offset trading transactions or transactions that are designated,
and qualify, as fair value or cash flow hedges.

The aggregate notional amounts for derivative and foreign exchange instruments at 315t December 2025 were as
follows:

Trading Hedging Total
US$ millions US$ millions US$ millions

Foreign exchange contracts:

Unmatured spot, forward and futures contracts 10,769.5 1,161.9 11,9314
Options purchased 7531 - 7531
Options written 7531 - 7531
12,275.7 1,161.9 13,437.6

Interest rate contracts:
Interest rate swaps 18,212.5 8,476.6 26,689.1
Cross currency swaps 401.1 - 401.1
Futures 85.8 - 85.8
Options, caps and floors purchased 2,836.1 - 2,836.1
Options, caps and floors written 2,836.1 - 2,836.1
24,3716 8,476.6 32,848.2

Equity and commodity contracts:

Options and swaps purchased 247.0 - 247.0
Options and swaps written 247.0 - 247.0
494.0 - 494.0

Credit default swaps:
Protection purchased 34.8 - 34.8
Protection sold 34.8 - 34.8
69.6 - 69.6
37,2109 9,638.5 46,8494

Counterparty credit risk

Counterparty credit risk is the risk that a counterparty to a contract in the interest rate, foreign exchange, commodity,
equity or credit markets defaults prior to the maturity of the contract. The counterparty credit risk for derivative and
foreign exchange instruments is subject to credit limits on the same basis as other credit exposures. Counterparty
credit risk arises in both the trading book and the banking book.

Counterparty credit risk calculation

For regulatory capital adequacy purposes, GIB uses the current exposure method to calculate the exposure for
counterparty credit risk for derivative and foreign exchange instruments in accordance with the credit risk framework
in the CBB’s Basel 3 capital adequacy framework. A capital charge to cover the risk of mark-to-market losses on
expected counterparty risk (CVA) is applied to over-the-counter derivatives. Credit exposure comprises the sum of
current exposure (replacement cost), and potential future exposure. The potential future exposure is an estimate,
which reflects possible changes in the market value of the individual contract during the remaining life of the contract
and is measured as the notional principal amount multiplied by an add-on. The add-on depends on the risk
categorisation and maturity of the contract and the contract’s remaining life. Netting of potential future exposures on
contracts within the same legally enforceable netting agreement is done as a function of the gross potential future
exposure.
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7.4

Off-balance sheet exposure and securitisations (continued)
Counterparty credit risk (continued)
Counterparty credit risk calculation (continued)

The EAD, CVA, RWAs and capital requirements for the counterparty credit risk of derivative and foreign exchange
instruments analysed by standard portfolio, is presented in the table below:

Exposure at Default (EAD)

Current Future Total Capital

exposure exposure exposure CVA RWA requirement

USS$ millions US$ millions US$ millions US$ millions US$ millions US$ millions

Banks 526.0 213.0 739.0 111.2 108.0 27.4
Corporates 341.5 100.3 441.9 142.0 175.9 39.7
Governments 1.2 9.7 10.9 14 1.9 0.4
868.7 323.0 1,191.8 254.6 285.8 67.5

Mitigation of counterparty credit risk exposure

Risk mitigation techniques are widely used to reduce exposure to single counterparties. The most common risk
mitigation technique for derivative and foreign exchange-related exposure is the use of master netting agreements,
which allow the Group to net positive and negative replacement values of contracts under the agreement in the event
of default of the counterparty.

The reduction of counterparty credit risk exposure for derivative and foreign exchange instruments through the use of
risk mitigation techniques is demonstrated as follows:

Current Effect of netting Netted current

exposure agreements exposure

US$ millions US$ millions US$ millions

Counterparty credit risk exposure 868.7 (351.7) 517.0

The Group held derivative valuation margin amounting to US$258.6 million
Securitisations

Securitisations are defined as structures where the cash flow from an underlying pool of exposures is used to secure
at least two different stratified risk positions or tranches reflecting different degrees of credit risk. Payments to the
investors depend upon the performance of the underlying exposures, as opposed to being derived from an obligation
of the entity originating those exposures.

At 31t December 2025, the Group had no exposure to securitisation tranches.

At 31st December 2025, the underlying investments in the CDOs for which the Group acted as collateral manager
amounted to US$40.0 million. At 315t December 2025, GIB did not hold any exposure to CDOs managed by the Group.

Pillar 2 risks

GIB manages and measures other risk types that are not included under Pillar 1 in the CBB’s Basel 3 framework
through Internal Capital Adequacy Assessment Process (ICAAP). For this purpose, the Group has adopted a "Pillar
1 plus" approach. Pillar 1 capital calculations (for credit, market and operational risk) constitute the minimum capital
required by the Group’s home regulator, the Central Bank of Bahrain (CBB). In addition to the capital assessment for
Pillar 1 risks, the Pillar 2 capital assessment considers risks that are not covered adequately under Pillar 1 risks to
ensure sufficient capital coverage for all the underlying risks of the Group’s business. This includes an analysis of the
Group’s liquidity risk, concentration risk, interest rate risk in the banking book (IRRBB), pension obligation risk,
reputation risk, information technology risk and macroeconomic risk.

This section describes GIB’s Pillar 2 risks that are not addressed in Pillar 1 of the CBB’s Basel 3 framework.
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b)

Pillar 2 risks (continued)
Other risk types
Liquidity risk

The Group has established approved limits at each entity level which restrict the volume of liabilities maturing in the
short-term. An independent risk management function monitors the future cash flow maturity profile against approved
limits on a daily basis. The cash flows are monitored against limits applying to both daily and cumulative cash flows
occurring over a 30-day period. The liquidity limits ensure that the net cash outflows over a 30-day period do not
exceed the eligible stock of available liquid resources. The cash flow analysis is also monitored on a weekly basis by
the Assets and Liabilities Committee (ALCO).

Customer deposits form a significant part of the Group’s funding. The Group places considerable importance on
maintaining the stability of both its customer and interbank deposits. The stability of deposits depends on maintaining
confidence in the Group’s financial strength and financial transparency.

The funding base is enhanced through term financing, amounting to US$5,842.5 million at 315t December 2025.
Access to available but uncommitted short-term funding from the Group’s established GCC and international
relationships provides additional comfort. In addition to the stable funding base, the Group maintains a stock of liquid
and marketable securities that can be readily sold or repoed.

At 315t December 2025, 69.7% of total on balance sheet credit exposures were contracted to mature within one year.
In relation to deposits, retention records demonstrate that there is considerable divergence between their contractual
and effective maturities.

US$27,582.0 million or 72.6% of the Group’s total deposits at 31t December 2025 were from GCC countries. Historical
experience has shown that GIB’s deposits from counterparties in the GCC region are more stable than deposits
derived from the international interbank market. At 315t December 2025, placements and other liquid assets with
counterparties in non-GCC countries were greater than the deposits received, demonstrating that the Group is a net
lender of funds in the international interbank market.

Concentration risk

Concentration risk is the credit risk stemming from not having a well-diversified credit portfolio, i.e. the risk inherent in
doing business with large customers or being overexposed in particular industries or geographic regions.
Concentration risk is captured in GIB’s Pillar 2 capital framework through the use of a credit risk portfolio model which
considers single-name concentrations and sector concentrations in the credit portfolio.

Under the CBB’s single obligor regulations, banks incorporated in Bahrain are required to obtain the CBB’s approval
for any planned exposure to a single counterparty, or group of connected counterparties, exceeding 15% of the
regulatory capital base. At 315t December 2025, the following single obligor exposures exceeded 15% of the Group’s
regulatory capital base which was approved by the CBB (i.e. exceeded US$658.7 million).

On-balance Off-balance Total

sheet exposure sheet exposure exposure

US$ millions US$ millions US$ millions

Counterparty A 8,608.0 20.4 8,628.4
Counterparty B 7,916.0 - 7,916.0
Counterparty C 7,119.4 - 7,119.4
Counterparty D 3,921.7 450.2 4,371.9
Counterparty E 1,161.7 - 1,161.7
Counterparty F 1,094.4 - 1,094.4

Counterparty G 946.2 - 946.2
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Pillar 2 risks (continued)
Other risk types (continued)
Interest rate risk in the banking book

Structural interest rate risk arises in the Group’s core balance sheet as a result of mismatches in the repricing of
interest rate sensitive financial assets and liabilities. The associated interest rate risk is managed through the use of
models to evaluate the sensitivity of earnings to movements in interest rates.

The repricing profile of the Group’s assets and liabilities, including the trading book, are set out in the table below:

Non-interest

Within Months Months Over bearing
3 months 4to6 7to12 1 year items Total
US$ millions US$ millions US$ millions US$ millions US$ millions US$ millions
Cash and other liquid assets 15,850.6 - - - 513.1 16,363.7
Securities purchased under
agreements to resell 2541 - - - - 254 1
Placements 3,886.1 746.8 1,573.3 - - 6,206.2
Investment securities:
- Fixed rate 397.5 969.5 1,256.1 2,796.4 10.0 5,429.5
- Floating rate 4,326.2 46.7 - 7942 - 5,167.1
- Equities - - - - 342.8 342.8
Loans and advances 13,6144 1,695.0 704.6 4171 2213 16,552.4
Other assets - - - - 1,505.6 1,505.6
Total assets 38,228.9 3,458.0 3,534.0 4,007.7 2,592.8 51,821.4
Deposits 31,4513 2,130.2 2,816.3 - 1,598.6 37,996 .4
Securities sold under
agreements to repurchase 2,330.8 444 - - - 2,375.2
Other liabilities - - - - 1,370.3 1,370.3
Senior term financing 5,102.0 - - 340.5 - 5,442.5
Subordinated term financing 400.0 - - - - 400.0
Equity - - - - 4,237.0 4,237.0
Total liabilities & equity 39,2841 2,174.6 2,816.3 340.5 7,205.9 51,821.4
Interest rate sensitivity gap (1,055.2) 1,283.4 717.7 3,667.2 (4,613.1) -
Cumulative interest rate
sensitivity gap (1,055.2) 228.2 945.9 4,613.1 - -

The repricing profile is based on the remaining period to the next interest repricing date. Derivative financial
instruments that have been used for asset and liability management purposes to hedge exposure to interest rate risk
are incorporated in the repricing profiles of the related hedged assets and liabilities amounting to US$8,476.6 million
as at 315t December 2025.

The substantial majority of assets and liabilities reprice within one year.

Interest rate asset exposure beyond one year amounted to US$4,007.7 million or 7.7% of total assets. This exposure
principally represented the investment of the net free capital funds in fixed rate government securities. At 31st
December 2025, the modified duration of these fixed rate government securities was 4.78. Modified duration
represents the approximate percentage change in the portfolio value resulting from a 100-basis point change in yield.
More precisely in dollar terms, the price value of a basis point of the fixed rate securities was US$ 1.38 million and
US$0.2 million for the Tier 1 bond issuance.
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c)

d)

Pillar 2 risks (continued)
Other risk types (continued)
Interest rate risk in the banking book (continued)

Based on the repricing profile at 315t December 2025, and assuming that the financial assets and liabilities were to
remain until maturity or settlement with no action taken by the Group to alter the interest rate risk exposure, an
immediate and sustained one per cent (200bps) increase in interest rates across all maturities would result in an
increase in net income before tax for the following year by approximately US$13.8 million and a decrease in the
Group’s equity by US$281.2 million

Currency-wise details of the impact from a parallel shift of 200bps are as follows:

Impact on Economic
Group’s Value Equity
Currency Earnings Impact

US$ millions USS$ millions

United States Dollar (USD) 171 (61.4)
Saudi Arabian Riyal (SAR) (3.2) (219.8)
Others - -

Total 13.9 (281.2)

Pension obligation risk

Pension obligation risk is the risk that there may be a shortfall with respect to pension benefits due to employees/former
employees within the defined benefit schemes of the Group’s subsidiaries, GIB UK, GIB KSA and GIB Capital. The
scheme was closed to new members during 2002. As a result the Group is exposed to the risk that it will need to make
further unexpected future contributions to the scheme. The risk can arise from a number of factors including:

- Increased life expectancy increasing the value of future liabilities;
- Falling interest rates increasing the value of the future liabilities;
- Falling equity prices reducing the value of scheme assets;

- Increased salaries for staff still in employment.

As part of GIB’s ICAAP framework, an adverse scenario is applied to the scheme’s assets and liabilities on a level of
severity expected no more than once in every 200 years, i.e. a 99.5% one-year confidence level.

Reputational risk

Reputational risk is the risk of losses resulting from adverse perceptions about the Group, its brand and franchise by
its various stakeholders that is caused by a variety of internal and external factors. Preventive measures, including
controls and processes have been deployed to manage reputational risk. These include a robust and comprehensive
governance structure, which is based on a set of well-defined policies and procedures.

The Group has established a reputational risk reporting framework, providing relevant stakeholders with periodic
overview on key reputational risks, loss event incidents, status of key risk indicators, and required management action.
Training sessions on reputational risks are organised for employees to create awareness among them on reputational
risk, encourage them to identify and understand emerging internal and external reputational risks, and guide them on
the process to take action in order to manage or mitigate their impact.

The Group’s operating model has been designed to cater transparency and appropriate disclosures. The Corporate
Communications function of the Group has the responsibility to ensure effective communications internally with the
employees and externally with the media, shareholders, customers and authorities. It is charged with the responsibility
of enhancing the image and reputation of the GIB brand through the various activities such as advertising, public
relations, sponsorships, and donations.

Information Technology (IT) risk

Technology continues to play a critical role in the Bank’s operations and in the fulfilment of its strategic objectives. The
Group has in place a sound IT and Information Security governance framework that aligns its IT strategy and
Information & Cyber Security Strategy with its overall business objectives.
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Pillar 2 risks (continued)
Other risk types (continued)
Information Technology (IT) risk (continued)

The Group has an IT Audit team with the mandate to examine and evaluate the Group’s IT infrastructure, policies and
procedures and compliance to those policies. The audits determine whether IT controls protect corporate assets,
ensure data integrity and are aligned with the business overall objectives. This culminates in an audit plan which is
reviewed and approved by the Board Audit Committee. Based on the audit findings, exception reports and
recommendations are prepared and sent to the relevant unit for prompt response and/or implementation. Follow up
meetings are also made to ensure that issues identified are properly resolved and the recommendations made are
being implemented.

In addition, the Group has newly created two teams, Information Security Governance and Information Security
Compliance, who have the mandate to perform detailed Information & Cyber Security Risk Assessments and
Information Security Compliance reviews.

Legal risk

In the ordinary course of its business, as a participant in the financial services industry, the Group may pursue litigation
claims against third parties and may also have litigation claims and/or regulatory proceedings filed against it. The Bank
has an in-house legal department comprising of qualified legal professionals. The department has put in place
adequate policies and procedures and uses assistance of professional legal firms on a need basis, to ensure effective
and efficient management of legal risk.

Strategic risk

Strategic risk refers to the risk to earnings and profitability arising from strategic decisions, changes in the business
conditions and improper implementation of decisions. Thus, a strategic risk arises due to adopting wrong strategies
and choices that can cause loss to the Group in the form of a reduction in shareholder value and loss of earnings.

Strategic risk is identified, managed, mitigated and monitored jointly by the business (as the 1%t line of defence) and
the Economics & Strategy Management Unit. The Economics & Strategy Management Unit is responsible for the
monitoring and reporting of the Group’s strategic initiatives and provides the Management Committee, Board Risk
Policy Committee (BRPC), and the Board of Directors a regular update on all the Group’s strategic initiatives, including
the strategic risks facing the Group. The Management Committee, the BRPC, and the Board review the strategic risks
of the Group and ensure that adequate mitigating strategies are in place for the Group’s strategic initiatives to be
successfully implemented.

Capital adequacy ratios and other issues
Capital adequacy ratios

The Group’s policy is to maintain a strong capital base so as to preserve investor, creditor and market confidence and
to sustain the future development of the business. The impact of the level of capital on shareholders’ return is also
recognised as well as the need to maintain a balance between the higher returns that might be possible with greater
gearing and the advantages and security afforded by a sound capital position. The Group manages its capital structure
and makes adjustments to the structure taking account of changes in economic conditions and strategic business
plans. The capital structure may be adjusted through the dividend pay-out or the issue of new shares.
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Capital adequacy ratios and other issues (continued)
Capital adequacy ratios (continued)

The capital adequacy ratios of GIB’s subsidiaries, GIB KSA and GIB UK, and the Group were as follows:

GIBKSA* GIBUK Group

US$ millions US$ millions US$ millions

Total RWAs 15,585.2 1,921.0 25,030.6
Capital base 3,140.7 433.7 4,391.3
Tier 1 capital 2,676.1 433.7 4,002.2
Tier 1 ratio 17.2% 22.6% 16.0%
Total ratio 20.2% 22.6% 17.5%

*GIB KSA numbers are inclusive of GIB capital which became a fully owned subsidiary of GIB KSA as of 1st January
2021.

GIB’s internal target is to maintain a Tier 1 capital adequacy ratio above 11.5% and a total capital adequacy ratio in
excess of 15.0%.

Strategies and methods for maintaining a strong capital adequacy ratio

GIB prepares multi-year strategic projections on a rolling annual basis which include an evaluation of short-term capital
requirements and a forecast of longer-term capital resources.

The evaluation of the strategic planning projections has historically given rise to capital injections. The capital planning
process triggered the raising of additional Tier 2 capital through a US$400 million subordinated debt issue in 2005 to
enhance the total regulatory capital adequacy ratio, and a US$500 million capital increase in March 2007 to provide
additional Tier 1 capital to support planned medium-term asset growth. A further US$1.0 billion capital increase took
place in December 2007 to enhance capital resources and compensate for the impact of likely provisions relating to
exposures impacted by the global credit crisis.

Leverage ratio

The leverage ratio serves as a supplementary measure to the risk-based capital requirements. The leverage ratio is
computed on a consolidated basis and Bahraini conventional bank licensees must meet a 3.0% leverage ratio
minimum requirement at all times.

Leverage Ratio components Total
US$ millions
Total on-balance sheet exposures (excluding derivatives) 51,234.1
Replacement cost associated with all derivatives transactions (where applicable net of eligible
o ) - . 735.6
cash variation margin and/or with bilateral netting)
Add-on amounts for potential future exposure (PFE) associated with all derivatives transactions 452.4
Total derivative exposures 1,188.0
Off-balance sheet exposure at gross notional amount 9,623.0
(Adjustments for conversion to credit equivalent amounts) (4,115.5)
Total off-balance sheet exposures 5,407.5
Total exposures 57,829.6
Tier 1 capital 4,002.2

Basel lll leverage ratio 6.9%
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9. Capital adequacy ratios and other issues (continued)
9.3 ICAAP considerations

Pillar 2 in the Basel 3 framework covers two main processes: the ICAAP and the supervisory review and evaluation
process. The ICAAP involves an evaluation of the identification, measurement, management and control of material
risks in order to assess the adequacy of internal capital resources and to determine an internal capital requirement
reflecting the risk appetite of the institution. The purpose of the supervisory review and evaluation process is to ensure
that institutions have adequate capital to support the risks to which they are exposed and to encourage institutions to
develop and apply enhanced risk management techniques in the monitoring and measurement of risk.

GIB’s regulatory capital base exceeded the CBB’s minimum requirement of 12.5% throughout the year ended 315
December 2025, based on the results of capital adequacy stress testing and capital forecasting. As at 315t December
2025, GIB’s Total Capital Adequacy Ratio was 17.5%, compared to 15.6% at 315t December 2024. The increase
primarily reflects asset growth, and the ratio remains well above regulatory minimum requirements. An overview of the
Group’s regulatory capital adequacy ratio calculation is provided in section 9.1 of this report.

10. Related party transactions

Refer note 40 to the consolidated financial statements of the Group for the year ended 315t December 2025.
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Glossary of abbreviations

ALCO Assets and Liabilities Committee

AMA Advanced Measurement Approach

Basel Committee Basel Committee for Banking Supervision

CBB Central Bank of Bahrain

CCF Credit Conversion Factor

CDO Collateralised Debt Obligation

CEO Chief Executive Officer

CFO Chief Financial Officer

CCO Chief Credit Officer

CRO Chief Risk Officer

CVA Credit Valuation Adjustment

EAD Exposure at Default

FCA Financial Conduct Authority (of the United Kingdom)
FVTOCI Fair Value through Other Comprehensive Income
GCC Gulf Cooperation Council

GiB Gulf International Bank B.S.C.

GIB KSA Gulf International Bank - Saudi Arabia C.J.S.C.
GIB UK Gulf International Bank (UK) Limited

Group Gulf International Bank B.S.C. and subsidiaries
ICAAP Internal Capital Adequacy Assessment Process
IFRS International Financial Reporting Standards
IRRBB Interest Rate Risk in the Banking Book

LGD Loss Given Default

MENA Middle East and North Africa

ORMF Operational Risk Management Framework
oTC Over-The-Counter

PD Probability of Default

PRA Prudential Regulation Authority (of the United Kingdom)
PSE Public Sector Entity

RAROC Risk-adjusted Return on Capital

RWA Risk-weighted Assets
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Appendix | — Regulatory Capital: 3-Step Reconciliation
Appendix Il — Liquidity Coverage Ratio (LCR)

Appendix Il — Net Stable Funding Ratio (NSFR)
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Step 1: Balance sheet under the regulatory scope of consolidation as at 31 Decembe|

Balance sheet as in

published consolidated

US$ Millions financial statements Consolidated PIR data Reference

Assets

Cash and other liquid assets 16,363.7 62.0 12
Securities purchased under agreements to resell 254.1 - 2
Placements with banks and similar financial institutions 6,206.2 22,762.6 23
Investment securities 10,939.4 10,944.9 8
Loans and advances to banks and non-banks 16,552.4 16,680.9 3
Other assets 1,505.6 1,505.6 4
Total assets 51,821.4 51,956.1

Liabilities

Deposits from banks 1,901.7 14,429.0 5
Deposits from customers 36,094.7 23,567.4 5
Securities sold under agreements to repurchase 2,375.2 2,375.2

Senior term financing 5,442.5 5,442.5

Other liabilities 1,370.3 1,359.5 36
Subordinated term financing 400.0 - 7
Total liabilities 47,584.4 47,173.6

Shareholders' Equity

Paid up share capital 2,000.0 2,000.0

Reserves 245.3 245.3

Retained earnings 403.6 403.6

Tier 2 capital instruments - 400.0 7
Expected Credit Losses - 145.5 3
Equity attributable to the shareholders of the Bank 2,648.9 3,194.4

Non-controlling interest 1,087.9 1,087.9

Additional Tier 1 capital 500.2 500.2 7

Total equity d 4,782.5

Total liabilities & shareholders' equity 3 51,956.1

Differences due to PIR requirements:

Cash balance reported in PIR is the cash on hand and balances at the Central Bank of Bahrain. Other bank balances are reported
under placements.

Other bank balances and securities purchased under agreements to resell are included under placements.

Expected credit losses (Stages 1 & 2) (loans, securities, placements) and Off Balance sheet provisions are reported separately.

Under PIR the following breakdown is applicable:

- Interest receivable 437.5
- Property, plant, and equipment (PPE) 159.0
- Other assets 909.1
Total 1,505.6

Central Banks deposits are reported under deposits from banks under the PIR, however, these are customer relationships to GIB.

Differences between amounts reported in the Balance sheet and the PIR are due to Off Balance sheet provisions.
Under PIR the following breakdown is applicable:

- Interest payable 340.4
- Other liabilities 1,019.2
Total 1,359.5

Eligible capital instruments issued by subsidiaries and held by third parties, including Additional Tier 1 and Tier 2 instruments, are
recognized in the regulatory capital base
Figures are rounded to the nearest USS million
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n of the Balance sheet under the regulatory scope of consolidation as at 31 December 2025

Balance sheet as in
published consolidated

US$ Millions financial statements Consolidated PIR data Reference
Assets
Cash and other liquid assets 16,363.7 62.0
Securities purchased under agreements to resell 254.1 -
Placements with banks and similar financial institutions 6,206.2 22,762.6
Investment securities 10,939.4 10,944.9
Loans and advances to banks and non-banks 16,552.4 16,680.9
Other assets 1,505.6 1,505.6
Total assets 51,821.4 51,956.1
Liabilities
Deposits from banks 1,901.7 14,429.0
Deposits from customers 36,094.7 23,567.4
Securities sold under agreements to repurchase 2,375.2 2,375.2
Senior term financing 5,442.5 5,442.5
Other liabilities 1,370.3 1,359.5
Subordinated term financing 400.0 -
Total liabilities 47,584.4 47,173.6
Shareholders' Equity
Paid up share capital 2,000.0 2,000.0
of which amount eligible for CET1 - 2,000.0
of which amount eligible for AT1 - -
Reserves 2453 2453
Retained earnings 403.6 403.6 A
Expected Credit Losses - 145.5 &
Equity attributable to the shareholders of the Bank 2,648.9 2,794.4
Non-controlling interest
CET1 owned by the bank 1,087.9 1,087.9
Additional Tier 1 capital 500.2 500.2
Tier 2 capital instruments - 400.0
Non-controlling interest Total 1,988.1
of which amount eligible for CET1 -
of which amount eligible for AT1 295.1
of which amount eligible for T2 243.6
of which amount ineligible 361.5

Total equity

Total liabilities & shareholders' equity
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Step 3: Composition of Capital Disclosures template as at 31 Dec

Source based on reference

numbers/letters of the
Component of balance sheet under the
regulatory capital regulatory scope of
US$ millions reported by bank consolidation from step 2

Common Equity Tier 1 capital: instruments and reserves

Directly issued qualifying common share capital (and equivalent for non-joint stock companies) plus related

1. 2,000.0
stock surplus
2. Retained earnings 403.6 A
3. Accumulated other comprehensive income (and other reserves) 1,309.6
4. Not Applicable
5 Common share capital issued by subsidiaries and held by third parties (amount allowed in group CET1)
6. Common Equity Tier 1 capital before regulatory adjustments 3,713.2

Common Equity Tier 1 capital: regulatory adjustments
7. Prudential valuation adjustments
8. Goodwill (net of related tax liability)
9. Other intangibles other than mortgage-servicing rights (net of related tax liability) 6.1
Deferred tax assets that rely on future profitability excluding those arising from temporary differences (net of
" related tax liability)
11. Cash-flow hedge reserve
12. Shortfall of provisions to expected losses
13. Securitisation gain on sale (as set out in paragraph 562 of Basel Il framework)
14. Not applicable.
15. Defined-benefit pension fund net assets -
16. Investments in own shares (if not already netted off paid-in capital on reported balance sheet
17. Reciprocal cross-holdings in common equity

18. Investments in the capital of banking, financial and insurance entities that are outside the

scope of regulatory consolidation, net of eligible short positions, where the bank does not

own more than 10% of the issued share capital (amount above 10% threshold)

Significant investments in the common stock of banking, financial and insurance entities that are outside the
19. scope of regulatory consolidation, net of eligible short positions (amount above 10% threshold)

20. Mortgage servicing rights (amount above 10% threshold)
Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax
" liability)
22. Amount exceeding the 15% threshold
23. of which: significant investments in the common stock of financials
24. of which: mortgage servicing rights
25. of which: deferred tax assets arising from temporary differences
26. CBB specific regulatory adjustments
Regulatory adjustments applied to Common Equity Tier 1 due to insufficient Additional Tier 1 and Tier 2 to

27.

cover deductions
28. Total regulatory adjustments to Common equity Tier 1 6.1
29. Common Equity Tier 1 capital (CET1) 3,707.1

30. Directly issued qualifying Additional Tier 1 instruments plus related stock surplus
31. of which: classified as equity under applicable accounting standards
32. of which: classified as liabilities under applicable accounting standards
33. Directly issued capital instruments subject to phase out from Additional Tier 1
Additional Tier 1 instruments (and CET1 instruments not included in row 5) issued by subsidiaries and held by
" third parties (amount allowed in group AT1)
35. of which: instruments issued by subsidiaries subject to phase out
36. Additional Tier 1 capital before regulatory adjustments 295.1
Additional Tier 1 capital: regulatorv adiustments

37. Investments in own Additional Tier 1 instruments
38. Reciprocal cross-holdings in Additional Tier 1 instruments
Investments in the capital of banking, financial and insurance entities that are outside the scope of regulatory

39. consolidation, net of eligible short positions, where the bank does not own more than 10% of the issued

common share capital of the entity (amount above 10% threshold)

Significant investments in the capital of banking, financial and insurance entities that are outside the scope of
" regulatory consolidation (net of eligible short positions)
41. CBB specific regulatory adjustments
42. Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 to cover deductions

43. Total regulatory adjustments to Additional Tier 1 capital -
44. Additional Tier 1 capital (AT1) 295.1
45. Tier 1 capital (T1 = CET1 + AT1) 4,002.2




Tier 2 capital: instruments and provisions

46. Directly issued qualifying Tier 2 instruments plus related stock surplus
47. Directly issued capital instruments subject to phase out from Tier 2
Tier 2 instruments (and CET1 and AT1 instruments not included in rows 5 or 34) issued by subsidiaries and

48 held by third parties (amount allowed in group Tier 2) 2436

49. of which: instruments issued by subsidiaries subject to phase out

50. Provisions 145.5 i
51. Tier 2 capital before regulatory adjustments 389.1

Tier 2 capital: regulatory adjustments

52. Investments in own Tier 2 instruments
53. Reciprocal cross-holdings in Tier 2 instruments
Investments in the capital of banking, financial and insurance entities that are outside the scope of

54. regulatory consolidation, net of eligible short positions, where the bank does not own more than 10% of the

issued common share capital of the entity (amount above the 10% threshold)

Significant investments in the capital banking, financial and insurance entities that are outside the scope of
" regulatory consolidation (net of eligible short positions)
56. CBB specific regulatory adjustments
57. Total regulatory adjustments to Tier 2 capital -
58. Tier 2 capital (T2) 389.1
59. Total capital (TC=T1+T2) 4,391.3
RISK WEIGHTED ASSETS IN RESPECT OF AMOUNTS SUBJECT TO PRE-2015 TREATMENT OF WHICH:
Significant investments in the common stock of banking, financial and insurance entities that are outside the scope of regulatory

consolidation, net of eligible short positions (amount above 10% threshold)

OF WHICH: Investments in the capital of banking, financial and insurance entities that are outside the scope of regulatory consolidation,
net of eligible short positions, where the bank does not own more than 10% of the issued common share capital of the entity (amount
above the 10% threshold)

60. Total risk weighted assets 25,030.7
61. Common Equity Tier 1 (as a percentage of risk weighted assets) 14.8%
62. Tier 1 (as a percentage of risk weighted assets) 16.0%
63. Total capital (as a percentage of risk weighted assets) 17.5%
Institution specific buffer requirement (minimum CET1 requirement plus capital conservation buffer plus
64. countercyclical buffer requirements plus D-SIB buffer requirement expressed as a percentage of risk weighted 9.0%
assets)
65. of which: capital conservation buffer requirement 2.5%
66. of which: bank specific countercyclical buffer requirement (N/A) N/A
67. of which: D-SIB buffer requirement (N/A) N/A
68. Common Equity Tier 1 available to meet buffers (as a percentage of risk weighted assets) 14.8%
69. CBB Common Equity Tier 1 minimum ratio 9.0%
70. CBB Tier 1 minimum ratio 10.5%
71. CBB total capital minimum ratio 12.5%

Amounts below the thresholds for deduction (before risk weighting)
72. Non-significant investments in the capital of other financials
73. Significant investments in the common stock of financials
74. Mortgage servicing rights (net of related tax liability)
75. Deferred tax assets arising from temporary differences (net of related tax liability)

Apblicable caps on the inclusion of provisions in Tier 2

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to standardised approach (prior to

76. L 145.5
application of cap)

77. Cap on inclusion of provisions in Tier 2 under standardised approach 286.2

78. N/A

79. N/A

Capital instruments subject to phase-out arrangements
(only applicable between 1 Jan 2020 and 1 Jan 2024)
80. Current cap on CET1 instruments subject to phase out arrangements
81. Amount excluded from CET1 due to cap (excess over cap after redemptions and maturities)
82. Current cap on AT1 instruments subject to phase out arrangements

83. Amount excluded from AT1 due to cap (excess over cap after redemptions and maturities)
84. Current cap on T2 instruments subject to phase out arrangements

85. Amount excluded from T2 due to cap (excess over cap after redemptions and maturities)
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PD 3: Main Features of Regulatory Capital Instruments

USS millions
1. |Issuer Gulf International Bank B.S.C.
2. |Unique identifier (e.g. CUSIP, ISIN or Bloomberg identifier for private placement) 3541088Z
3. |Governing law(s) of the instrument Bahrain
Regulatory treatment
4 Transitional CBB rules Tier 1
5 Post-transitional CBB rules Tier 1
6 Eligible at solo/group/group & solo Solo and Group
7. Instrument type (types to be specified by each jurisdiction) Common equity
8. |Amount recognised in regulatory capital (Currency in mil, as of most recent reporting date) 4,391.3
9. |Par value of instrument 2,000.0
10.|Accounting classification Shareholders’ equity
11.]Original date of issuance NA
12.|Perpetual or dated Perpetual
13. Original maturity date NA
14.|Issuer call subject to prior supervisory approval No
15. Optional call date, contingent call dates and redemption amount NA
16. Subsequent call dates, if applicable NA
Coupons / dividends NA

17. Fixed or floating dividend/coupon NA
18. Coupon rate and any related index NA
19. Existence of a dividend stopper NA
20. Fully discretionary, partially discretionary or mandatory Fully discretionary
21. Existence of step up or other incentive to redeem NA
22. Noncumulative or cumulative NA
23.|Convertible or non-convertible NA
24. If convertible, conversion trigger (s) NA
25. If convertible, fully or partially NA
26. If convertible, conversion rate NA
27. If convertible, mandatory or optional conversion NA
28. If convertible, specify instrument type convertible into NA
29. If convertible, specify issuer of instrument it converts into NA
30.|Write-down feature NA
31. If write-down, write-down trigger(s) NA
32. If write-down, full or partial NA
33. If write-down, permanent or temporary NA
34. If temporary write-down, description of write-up mechanism NA
35 Position in subordination hierarchy in liquidation (specify instrument type immediately senior

‘|toinstrument) NA
36.|Non-compliant transitioned features NA
37.|If yes, specify non-compliant features NA




Appendix Il
Liquidity Coverage Ratio (LCR)
31° December 2025 BD '000 / US $'000

Amount with
Factor Applied

Total Amount

Stock of HQLA

A. Level 1 assets:

Coins and banknotes 100% 4,067.8 4,067.8
Qualified balances with the CBB 100% 6,649,242.2 6,649,242.2
Debt securities/Sukuk issued by the CBB or the Government of Bahrain 100% 450,761.4 450,761.4
Debt securities/Sukuk issued governments of GCC member states and their central banks; 100% 896,985.1 896,985.1
Debt securities/Sukuk that can be monetised and issued or guaranteed by sovereigns, central 100%

banks, PSEs, IMF, BIS, ECB, EC, or MDBs 304,890.9 304,890.9

Debt securities/Sukuk issued in local currency by sovereign or the country’s central bank, where the 100% -
liquidity risk arises or the banks home country — given a non-0 percent Risk-weight (RW);

Debt securities/Sukuk issued in foreign currency by sovereign or central bank that does not exceed
the value of the net cash outflow in the foreign currency caused by a stress scenario based on the

0,
bank’s operations in the country where the liquidity risk arises from — given a non-0 percent RW 100%
Total level 1 Assets 8,305,947.4
B. Level 2 assets (maximum of 40 percent Of HQLA)
1) Level 2A assets Fine
Debt securities/Sukuk that can be issued and liquidated or guaranteed by sovereigns, central 85%
banks, PSEs, and qualified MDBs ° 720,752.7 612,639.8
Debt securities/Sukuk qualified for liquidation (including commercial paper) 85% 176,734.6 150,224.4
Qualified covered bonds 85% - -
2) Level 2B assets (maximum of 15 percent of HQLA) Fine
Debt securities/Sukuk (including commercial paper) issued by qualified non-financial institutions 50% 545,428.7 272,714.4
Qualified common equity shares 50% - -
Total level 2 Assets (1+2) 1,035,578.5
Total value of stock of HQLA 9,341,525.8
Cash Outflows
A1. Retail Deposits
Demand deposits and term deposits (maturity within 30 days)

Stable deposits; and 3% - -
Less stable — retail deposits* 10% 528,957.6 52,895.8
Retail and Small Business Customers demand and fixed deposits (for overseas branches and
subsidiaries)* °
B. Unsecured Wholesale Funding
1) Small business customer deposits:

Less stable deposits 10% - -
2) Operational deposits generated by clearing, custody, and cash management: 25% - -
3) Deposits from non-financial institutions, sovereign, central banks, multilateral
development banks, PSEs, and Bahrain’s Social Insurance Organization and 40%
GCC PIFs where PIF is a controller of the bank. 21,947,870.1 8,779,148.0
4) Deposits from Financial Institutions and other legal entity corporations. 100% 110,992.9 110,992.9
C. Secured Funding
Backed by level 1 assets or with central banks 0% 493,965.2 -
Backed by level 2A assets 15% 290,372.2 43,555.8
Secured funding transactions with domestic sovereign, PSE’s or multilateral development banks 259

0

that are not baked by level 1 or 2A assets -
Backed by other level 2B assets 50% - -
All others 100% 24,308.4 24,308.4



Appendix Il (Cont.)
Liquidity Coverage Ratio (LCR)
31° December 2025 BD '000/ US $'000

Amount with
Factor Applied

Factor Total Amount

D. Other Cash Outflow

Net derivative cash outflow 100% 50,668.7 50,668.7
Asset-backed securities, covered bonds, and other structured financing instruments 100% -
Asset-backed commercial paper, securities paper, securities investment vehicles, and other similar 100%
financing tool -
Committed: credit and liquidity facilities given by bank to: -
Retail and small business customers, including credit cards (from amount not used) 5% -
Non-financial corporates, sovereigns and central banks, PSEs and multilateral development 10%
banks (from amount not used) - Credit 1,674,489.7 167,449.0
Non-financial corporates, sovereigns and central banks, PSEs and multilateral development 30%

banks (from amount not used) - Liquidity -
Banks subject to prudential supervision (from amount not used) 40% - -
Other financial institutions (including securities firms and insurance firms) (from amount not

0,
used) - Credit 40% -
Other financial institutions (including securities firms and insurance firms) (from amount not
S 100%

used) - Liquidity -

Other legal entities (from amount not used) 100% -
Other Contingent Funding Obligations: -

Guarantees, LCs, revocable credit and liquidity facilities, non-contractual commitments 5% 8,424,901.0 421,245.0

Customer short positions that are covered by other customers’ collateral 50% -
Increased liquidity needs related to the potential for valuations changes on posted collateral 20% - -
Other contractual cash outflows 100% 215,786.7 215,786.7
Total Cash Outflow 9,866,050.4
Cash Inflows
A. Secured lending transactions backed by the following asset category
Level 1 assets 0% 16,346.5 -
Level 2A assets 15% - -
Level 2B assets 50% - -
Margin lending backed by all other collateral 50% - -
Other collateral 100% - -
B. Committed facilities — credit and liquidity facilities given to banks 0% - -
C. Other inflows by
Retail and small business customer 50% 5,157.2 2,578.6
Non-retail customers:

1. Financial institutions and central banks 100% 2,979,130.2 2,979,130.2

2. Non-financial institutions 50% 900,746.7 450,373.3
Operational deposits held at other financial institutions 0% -
D. Other net derivative cash inflows 100% 85,642.9 85,642.9
E. Other contractual cash inflows 100% 62,847.2 62,847.2
Total Cash Inflows 3,580,572.2

Net cash outflow = total cash outflow — total cash inflow or lowest value (75 percent of total

cash outflow) 6,285,478.1

Liquidity coverage ratio (LCR) — HQLA / Net cash outflow (%)

* The run-off figures for retail/small business deposits (overseas branches and subsidiaries) will be based on host jurisdictions factors in which the
bank operates.
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All figures in US$ millions 31st December 2025
Unweighted Values (i.e. before applying relevant factors)
- Maturing Total
No Maturing in : ] i Total
No. Item unweighted .
specified less than 6 in more than 6 | Maturing over g weighted value
) months and less one year value
maturity months
than one year
Available Stable Funding (ASF):
1 Capital:
2 Regulatory Capital 3,707 0 0 295 4,002 4,002
3 Other Capital Instruments 30 0 0 605 635 635
4 |Retail deposits and deposits from small business customers:
5 Stable deposits
6 Less stable deposits 214 988 57 0 1,259 1,133
7 __|Wholesale funding:
8 Operational deposits
9 Other wholesale funding 18,576 17,324 3,908 4,804 44,612 16,993
10 |Other liabilities:
11 NSFR derivative liabilities
12 All other liabilities not included in the above categories
13 |Total ASF

Required Stable Funding (RSF):

14_[Total NSFR high-quality liquid assets (HQLA) L HEEEEFT
15 Deposits held at other financial institutions for operational
purposes
16 [Performing loans and securities:
Performing loans to financial institutions secured by
17 Level 1 HQLA 0 254 0 0 254 25
Performing loans to financial institutions secured by
18 non-Level 1 HQLA and unsecured performing 1,432 2,594 1,653 568 6,246 1,998
loans to financial institutions
Performing loans to non- financial corporate clients,
19 loans to retail a_nd small business customers, and 0 7.780 1,537 5228 14,545 9.102
loans to sovereigns, central banks and PSEs, of
which:
- With a risk weight of less than or equal to
20 35% as per the CBB Capital Adequacy Ratio 0 0 0 1,788 1,788 1,162
guidelines
21 Performing residential mortgages, of which:
22 - With a risk weight of less than or equal to
35% under the CBB Cabpital Adeauacy Ratio
Securities that are not in default and do not qualify
2 as HQLA, including exchange-traded equities 341 624 433 442 1,840 1,296
24 |Other assets:
25 Physical traded commaodities, including gold
ASSETS posted as nmar margin Tor Gefivatve
26 contracts and contributions to default funds of 80 80 68
falad =T
27 NSFR derivative assets 257 257 257
28 NSFR derivatiye liabilities before deduction of 50 60 50
variation margin posted
29 All other assets not included in the above categories
30 |OBS items
31 [Total RSF
52 nerren)
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