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FitehRagings

FITCH AFFIRMS JORDAN ISLAMIC BANK & BANK
OF JORDAN AT 'BB-'; OUTLOOK NEGATIVE

l-itch Ratings-London-07 April 2014: Fiteh Ranings has affirmed Jordan 1slamic Bank (J1B) and Bank
ot Jordan's (BOIY Long-term fareign curreney Issuer Default Ratings (1DRY at '‘BB-". The Outlooks
arg Negative., A [ull list of rating actions is at the end ol this release.

KLY RATING DRIVERS - HDRs AND VIABILITY RATINGS (VR)
B3oth JIB and BOI's 1DRs are driven by their intrinsic strength, as indicated by their VR.

Both BOJ and HB ave essentially domestic banks, and their ratings veflect and are constrained by
the still ditficult {although improving) operating environment in Jordan. Both banks have sound and
mproving asset quality indicators. However, (he ratings reflect asset quality rishs, which are also
mainly driven by the eperating environment, and sowe lending/ financing concentrations. The ratings
further take inta account the bunks’ healthy profitability. Both banks have a long track record of
solid prolit generation. The ratings also reflect a solid funding base, consisting of diversified lacal
depusits, and sound liqudity.

Asset quality indicatoss remain strong, JIB's non-performing linancing represented an acceptable
+.35% ol gross financing at end-2013. essentially the same level as at end-2012 except that in 2013
the non-performing financing ratio was not distoried by bigh financing growth as was the case in
2012, Unreserved impaired financing represented almost 9% of Fitch core capital atend-2013. BOJ's
umpaired loan ratio improved to 8.7% at end-2013 from 9.9% at end-2012. The improvement was
fargely duc to recoveries. Reserve coverage also impraved and nnreserved impaired loans represented
an insignificant 2% ot Fitch core capital at end 2013,

Both hanks have a solid and diversified deposit base, Accordingly, deposit concentration is low.
Liquidity remains sound. Highly liquid assets consisting of cash and interbank placenients accounted
for 265 of JIB's assets at end-2013 and 38% of BOI's {the latier includes government securitics; 11B
does not hold non-sharia compliant securities, so hyuidity is mainly bank placements).

RATING SENSITIVITIES - 1DRs AN VRs

For both banks, sensitivity 1s mainly to operating environnient risks. Changes in Fitch's perception
ol visky relating 1o Jordan, in cither direction, could affect the banks' ratings. Material deterioration
11 asset quatity could have a negative rating impact on the banks' tDRs and VRs. tpside potential

depends mainky on material positive developments in the tocal economy, and an expansion of growth
opportunitics

KEY RATING DRIVERS - SUPPORT RATINGS AND SUPPORT RATING FLOORS:

The banks' Support Ratings of '4' reflect the linuted probabitity of support from the Jordanian
sovereign due to constraints on its ability to provide it, although we consider willingness to provide
support would be high as both banks are systemically important. tn J113's case. support {from the bank's
main sharchelder, Al Baraka Banking Group. is possible. llowever, as Fitch cannot assess how likely
it is 1o be available. this support bas not been tactored into the ratings.

RATING SENSITIVITIES - SUPPORT RATINGS AND SUPPORT RATING FLOORS
These ratimgs are sensitive to any change in Fitch's pereeption of the Jordanian sovereign's ability or

wiltingness to support the banks,

The rating uctions are as tollows:



B - '

Long-term [DR affinned at 'BB-"; Outlook Negative
Short-term [NR atTirmed at 'B'

Viability Rating aftirmed at 'bb-'

Support Rating atfinned at "4’

Support Rating FFloor atfirmed at 'B+

RO

Long-term IDR aflirmed at '‘BB-'"; Outlook Negative
Short-term IDR atfirmed at 'B'

Viabtlity Rating alfirmed at 'bb-'

Suppert Rating aftirned at "4

Support Rating Floor affirmed at 'B~'
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Media  Relations:  [lannah  Huntly,  london.  Tel: 144 20 3530 1153, Email;
hannah.huntlyfe[tchratings.com.

Additional information is available on www [Ttchratings.com

Applcable eriteria. "‘Global Financial Institutions Rating Criteria’ dated 31 January 2013 is available
at wwaw fitchratings.com.

Applicable Criteria and Related Research:
Ulobal Finaneial lostiturions Rating Criteria
htpwww Titchratings coms/ereditdesk/reports/report_trame.cfm?rpt_id=732397

ALL  FITCIT  CRLEDIT RATINGS ARI: SUBJECT TO CERTAIN LIMITATIONS
AND DISCLAIMLRS. PLLEASE READ TIILESE LIMITATIONS AND
DISCLAIMERS  BY  FOLLOWING  THIS  LINK:  HTTP:/FITCHRATINGS.COM/
UNDERSTANDINGCREDITRATINGS. [N ADDITION, RATING DEFINITIONS AND TIIE
TERMS OF USE OF SUCH RATINGS ARE AVAILABILE ON THE AGENCY'S
PURBLIC WEBSITE "WWW FITCHRATINGS.COM'. PUBLISHIID RATINGS. CRITERIA AND
METHODOLOGILS ARLE AVAILABLE FROM TIIS SITE AT ALL TIMES. FITCH'S CODE
OF CONDUCT. CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL,



COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO
AVAILABLE FROM THE"CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TOTHE RATED ENTITY OR ITS RELATED
THIRD PARTIES. DETAILS OF TIIS SERVICLE FOR RATINGS FOR WHICH THE LEAD

ANALYST 15 BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THLE ENTITY
SLUMMARY PAGE FOR THIS ISSUER ON THE FITCII WEBSITL.





