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Drivers & Sensitivities

Al Hilal Bank’s (AHB) IDRs are driven by an extremely high probability of support from the UAE and Abu
Dhabi authorities if needed. This considers its significant Abu Dhabi government ownership that offsets its
lower systemic importance in the UAE.

The bank's Viability Rating (VR) is supported by its adequate capital ratios, albeit weaker than peers in light
of the bank's concentrated balance sheet. Capital ratios deteriorated in 2014 and 2015 due to weakening
profitability and lower internal capital generation.

Established in 2008, AHB has a relatively small domestic franchise with about 2% market share of total UAE
banking system assets and financing.

The bank's asset quality deteriorated in 2014 and further in 2015 due to the impairment of two of its largest
exposures. The impaired financing ratio increased to 8.5% at end-2015 (end-2013:1.2%), higher than the
UAE rated peer average.

The financing book is highly concentrated with the 20 largest exposures representing 3.7x the bank’s Fitch
Core Capital (FCC) at end-2015, strongly above the average of UAE rated peers.

AHB's profitability is weaker than that of peers, impacted by high impairment charges in 2014 and 2015 due
to its new impaired exposures. Impairment charges accounted for 85% of pre-impairment profit in 2015, and
profitability continued to weaken.

Liquidity is underpinned by the bank's investment portfolio. However, we consider the liquidity ratios to be
only adequate given the bank's highly concentrated deposit base.

Upside is currently limited unless the bank sees an improvement in its asset quality metrics and a reduction in
financing concentration. Downside could arise if asset quality metrics continue to deteriorate, further
impacting the bank's profitability and capitalisation.
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