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SUBJECT: THE ARAB BANK'S PLACE IN JORDAN AND THE REGION

REF: AMMAN 0794
SENSITIVE BUT UNCLASSIFIED; PLEASE HANDLE ACCORDINGLY

1. (SBU) SUMMARY: FOR MORE THAN SEVENTY YEARS, THE ARAB BANK
HAS BEEN AMONG THE MOST RESPECTED, AND EVEN BELOVED,
FINANCIAL INSTITUTIONS IN THE REGION. HAVING WEATHERED WARS,
POLITICAL AND ECONOMIC UNREST, CLOSURES, AND
NATIONALIZATIONS, THE BANK HAS GROWN INTO A REGIONAL AND
GLOBAL PLAYER IN THE BANKING SECTOR, WITH A REPUTATION AS A
TRANSPARENT, COMPETENT, AND TRUSTWORTHY BANKER AND LENDER.
THE BANK'S PALESTINIAN ROOTS, CONNECTIONS, AND REPUTATION OF
DEPENDABILITY HAVE MADE IT THE PREFERRED BANK FOR
PALESTINIANS WORLDWIDE. DUE TO ITS STATURE, AS WELL AS TO

THE HISTORICAL RELATIONSHIP BETWEEN THE FOUNDING SHOMAN
FAMILY AND THE MONARCHY, THE ARAB BANK ENJOYS AN ESTEEMED
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PLACE IN JORDANIAN SOCIETY, ECONOMICALLY, POLITICALLY, AND
SOCIALLY, AND HAS BECOME THE "ROCK" OF FINANCIAL INSTITUTIONS
IN JORDAN--A "GO TO" PLACE WHEN TIMES ARE TOUGH, AND A
SYMBOL, TO PALESTINIANS AND JORDANIANS ALIKE, OF THE
"INDOMITABLE" ARAB SPIRIT. END SUMMARY.

BACKGROUND

2. (SBU) THE ARAB BANK GROUP (ARBK) IS ONE OF THE LARGEST
UNCLASSIFIED
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FINANCIAL INSTITUTIONS IN THE ARAB WORLD, WITH OVER 400
BRANCHES AND OFFICES IN 30 COUNTRIES IN ASIA, EUROPE, AND THE
AMERICAS. IT COMPRISES ARAB BANK PLC, ARAB BANK SWITZERLAND,
AND A NUMBER OF OTHER SUBSIDIARIES AND AFFILIATES WORLDWIDE,
INCLUDING BRANCHES IN NEW YORK, LONDON, PARIS, AUSTRALIA, AND
THE GULF COUNTRIES. ACCORDING TO ITS 2001 ANNUAL REPORT, THE
BANK HAD ASSETS OF $22.2 BILLION AT THE END OF 2001. THE
COMPANY'S NET INCOME FOR 2001 WAS $195 MILLION, UP 6.9% OVER
2000.

THE BANK AND THE JORDANIAN ECONOMY

3. (SBU) ARAB BANK BRANCHES IN JORDAN AND THE OCCUPIED
TERRITORIES ACCOUNTS FOR 22% OF THE BANK'S ASSETS AND 21% OF
ITS WORLDWIDE REVENUES. ACCORDING TO CENTRAL BANK OF JORDAN
(CBJ) FIGURES, THE BANK HOLDS 31% OF ASSETS, 37% OF BANK
DEPOSITS, AND 17% OF LOANS IN THE JORDANIAN BANKING SYSTEM.
THE COMPANY ALSO ACCOUNTS FOR 39% OF THE AMMAN STOCK
EXCHANGE'S (ASE) MARKET CAPITALIZATION. WITH ITS REPUTATION
FOR PROBITY, TRANSPARENCY, AND SOUND MANAGEMENT, THE BANK HAS
BEEN A CORNERSTONE OF THE LOCAL ECONOMY, AND, HAVING SURVIVED
MANY POLITICAL AND ECONOMIC CRISES IN THE REGION, IS THE
INSTITUTION THE JORDANIAN GOVERNMENT AND ARAB CLIENTS LOOK TO
FOR REASSURANCE WHEN TIMES GET TOUGH. FOLLOWING THE
DEVALUATION OF THE JORDANIAN DINAR IN THE LATE 80S, THE BANK
WAS ONE OF THE FEW LEGITIMATE SOURCES OF FOREIGN CURRENCY IN
JORDAN. IN THE WAKE OF THE AL-SHEMAILAH LOAN SCANDAL
(REFTEL) EARLIER THIS YEAR, IT WAS RUMORED THAT THE BANK
DEPOSITED SUFFICIENT FUNDS AT THE CBJ IN THE EVENT THEY WERE
UNCLASSIFIED
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NEEDED TO BAIL OUT TROUBLED LOCAL BANKS DIRECTLY AFFECTED BY
THE SCANDAL. DEPOSITORS WITHDREW FUNDS FROM BANKS AFFECTED
BY THE SCANDAL AND DEPOSITED THEM IN THE ARAB BANK.

4. (SBU) ALSO NOTEWORTHY IS THE ESTEEM IN WHICH THE BANK
AND ITS FOUNDING FAMILY, THE SHOMANS, ARE HELD. IT IS SAID

THAT, UPON HEARING OF A THREAT ON A LEADING SHOMAN'S LIFE BY
A PROMINENT SOUTHERN TRIBE, THE LATE KING HUSSEIN INTERVENED
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PERSONALLY AND TOLD TRIBAL ELDERS DIRECTLY THAT DIRE
CONSEQUENCES TO THE TRIBE WOULD RESULT SHOULD THE THREAT BE
CARRIED OUT. ANOTHER SOURCE TOLD US THAT, WHEN LEBANESE PM
RAFIQ HARIRI ATTEMPTED TO PURCHASE AN ADDITIONAL 5% STAKE IN
THE BANK PUT UP FOR SALE BY KUWAITI INTERESTS, AND THE
RESULTING INCREASED HARIRI SHARE POSED A THREAT TO SHOMAN
FAMILY CONTROL, KING ABDULLAH PERSONALLY WEIGHED IN WITH THE
KUWAITIS ON BEHALF OF THE SHOMANS TO SUPPORT A BID BY THE
JORDANIAN SOCIAL SECURITY CORPORATION, WHICH WENT ON TO
PURCHASE THE SHARES, AND LEFT THE BANK IN JORDANIAN HANDS.

CURRENT OWNERSHIP AND CONTROL
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5. (SBU) THE SHOMAN FAMILY CONTINUES TO HAVE PUTATIVE
CONTROL OVER THE COMPANY THROUGH ITS REPUTATION, THE RESPECT
AND SUPPORT OF THE MAJORITY OF SHAREHOLDERS, AND DAY-TO-DAY
MANAGEMENT OF THE BANK. CURRENTLY, THE FAMILY'S STAKE IS
DOWN TO 35%, ACCORDING TO MARKET ESTIMATES. OTHER MAJOR
HOLDERS ARE THE JORDANIAN SOCIAL SECURITY CORPORATION (SSC),
THE PALESTINIAN/JORDANIAN AL-MASRI, AL-SABBAGH, AND AL-SAIFI
FAMILIES, LEBANESE PRIME MINISTER RAFIQ AL-HARIRI (8%), AND

THE SAUDI GOVERNMENT (17%) VIA VARIOUS INVESTMENT VEHICLES.
"NON-ARAB" OWNERSHIP OF ARAB BANK SHARES IS LIMITED, BANNED
AS IT WAS UNTIL THE MID 90S BY THE BANK'S INTERNAL BYLAWS DUE
TO FEARS OF ISRAELI INFLUENCE.

6. (SBU) THE SHOMAN FAMILY ALSO EXERTS A CONTROLLING

INFLUENCE VIA THE BOARD OF DIRECTORS. OUT OF THE ELEVEN

SEATS ON THE BOARD, THREE ARE OCCUPIED BY SHOMANS, TWO BY THE
AL-MASRI FAMILY, AND ONE EACH BY THE SABBAGH FAMILY, THE SSC,

A REPRESENTATIVE OF THE SAUDI MINISTRY OF FINANCE, THE JORDAN
INSURANCE COMPANY, THE BEIRUT-BASED ARABIA INSURANCE COMPANY,
AND THE AL-HARIRI FAMILY, ALL SAVE THE LATTER LOYAL TO THE
SHOMANS.

PRESENCE IN THE WEST BANK/GAZA

7. (SBU) IN THE MID-NINETIES, THE BANK RECEIVED PERMISSION
UNCLASSIFIED
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BY THE CENTRAL BANK OF JORDAN (CBJ) AND THE ISRAELI CENTRAL
BANK TO REOPEN IN THE WEST BANK/GAZA, UNDER THE SUPERVISION
OF BOTH THE CBJ AND THE PALESTINIAN MONETARY AUTHORITY (PMA).
THE BANK, WHICH CONTROLS ABOUT 55% OF TOTAL DEPOSITS IN THE
OCCUPIED TERRITORIES, IS SAID TO BE THE MAIN INTERNATIONAL
BANK USED BY THE PALESTINIAN AUTHORITY (PA), ALTHOUGH THE PA
APPARENTLY PREFERS TO USE LOCAL, LESS TRANSPARENT BANKS FOR
MUCH OF ITS DOMESTIC BUSINESS. THE ARAB BANK ALSO OWNS 55%
OF THE ARAB PALESTINE INVESTMENT BANK, AND WAS THE FOUNDING
SHAREHOLDER IN THE PALESTINE DEVELOPMENT AND INVESTMENT
COMPANY (PADICO), ESTABLISHED IN 1993 TO HELP REVITALIZE THE
PALESTINIAN ECONOMY, HOWEVER, THE BANK HAS COME UNDER
INCREASING CRITICISM LOCALLY AS OF LATE DUE TO ITS EXTREMELY
CONSERVATIVE LENDING POLICY; IT HAS VIRTUALLY CEASED LENDING
AS A RESULT OF THE INTIFADA AND AT A TIME WHEN PALESTINIAN
SMALL AND MEDIUM ENTERPRISES NEED ASSISTANCE IN REBUILDING
AND SUPPORTING THEIR BUSINESSES.

8. (SBU) LONG IDENTIFIED WITH THE PALESTINIAN CAUSE (NOTE: A
SHORT BIOGRAPHY OF THE FOUNDER OF THE BANK, ABDUL-HAMID
SHOMAN, CAN BE FOUND ON THE INTIFADA.COM WEBSITE UNDER
PALESTINIAN PERSONALITIES), THE BANK'S EMPLOYEES, ALONG WITH
THEN-CEO ABDUL-MAJID SHOMAN AND THE BANK'S SENIOR MANAGEMENT,
DONATED 5% OF ONE MONTH'S SALARY TO THE PALESTINIAN PEOPLE AT
THE OUTBREAK OF THE AL-AQSA INTIFADA IN OCTOBER, 2000.
ABDUL-MAJID ALSO ESTABLISHED THE WELFARE ASSOCIATION, WHICH
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IS, ACCORDING TO ITS WEBSITE, IS "THE LARGEST PALESTINIAN

SOURCE OF PRIVATE FUNDS DIRECTED TOWARD HUMANITARIAN AND

DEVELOPMENT EFFORTS FOR PALESTINE". THE BANK'S CHARITABLE

ARM, THE AMMAN-BASED ABDUL-HAMID SHOMAN FOUNDATION, SPONSORS

A NUMBER OF PALESTINIAN CULTURAL, SCIENTIFIC, AND LITERARY
UNCLASSIFIED
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FUNDS AND FORA.

9. (SBU) AS ONE OF THE FEW FINANCIAL OUTLETS AVAILABLE TO
PALESTINIANS IN THE WEST BANK/GAZA, THE BANK CONTINUES TO BE

A CONDUIT FOR REMITTANCES FROM THE UNITED STATES AND
ELSEWHERE TO THE OCCUPIED TERRITORIES. THE SUMS INVOLVED ARE
CONSIDERABLE IN SUM, BUT INDIVIDUAL TRANSACTIONS ARE LIKELY
SMALL. THE PMA REQUIRES THAT TRANSACTIONS OF MORE THAN
$10,000 BE REPORTED TO THE PMA, WITH A 24-HOUR HOLD ON THE
TRANSACTION WHILE IT IS SCRUTINIZED. ACCORDING TO A RECENT

U.S. NEWS REPORT, THE FBI'S JOINT TERRORISM TASK FORCE IS
INVESTIGATING AN IRAQI NATIVE INDICTED UNDER FEDERAL CHARGES
OF RUNNING AN UNLICENSED BUSINESS THAT ILLEGALLY TRANSFERRED
MONEY TO THE MIDDLE EAST. THE INDICTMENT ALLEGES THAT KAREEM
ABDALHASSIN ALBASAM USED 11 ACCOUNTS AT FOUR UTAH BANKS TO
TRANSFER APPROXIMATELY $2 MILLION TO THE AMMAN BRANCH OF THE
ARAB BANK, WHERE AN ASSOCIATE DISBURSED THE MONEY TO OTHERS.
IN ADDITION, THE IDF WEBSITE (WWWV.IDF.IL) CONTAINS A REPORT
BASED ON DOCUMENTS PURPORTEDLY CAPTURED DURING THE APRIL
SIEGE OF THE MUQATTA THAT SHOW THAT MONEY FROM SAUDI
CHARITIES WAS FUNNELED TO "FAMILIES OF NOTORIOUS TERRORISTS"
IN THE WEST BANK VIA ARAB BANK BRANCHES. NONE OF THESE
REPORTS SUGGESTS THAT ARAB BANK MANAGEMENT WAS AWARE OF SUCH
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TRANSACTIONS.

10. (SBU) FOUNDED BY ABDUL-HAMID SHOMAN AS AN "ARAB BANK

FOR ARABS", THE ARAB BANK OPENED ITS FIRST BRANCH IN
JERUSALEM IN MAY 1930. ITS EXPANSION BEGAN IN 1934 WITH THE
OPENING OF A BRANCH IN AMMAN, AND THROUGHOUT THE REGION IN
THE YEARS FOLLOWING. HOWEVER, WITH THE ESTABLISHMENT OF THE
STATE OF ISRAEL IN 1948, THE BANK LOST ITS BRANCHES IN HAIFA

AND JAFFA, AS WELL AS MOST OF THE BRANCHES' DEPOSITS.
FOLLOWING THE SIX DAY WAR IN 1967, THE BANK LOST ITS WEST

BANK AND GAZA BRANCHES.

11. (SBU) IN THE WAKE OF THESE CLOSURES, THE BANK
NONETHELESS HONORED ITS CLIENTS' DEPOSITS BOTH POST-1948 AS
WELL AS AFTER THE SIX DAY WAR, DESPITE NOT BEING INDEMNIFIED
BY THE ISRAELIS. THIS COMMITMENT BY THE BANK TO ITS
DEPOSITORS HAS MADE IT THE BANK MOST FAVORED BY PALESTINIANS
WORLDWIDE. MOREOVER, THE CLOSURES CAUSED RESENTMENT THAT
SIMMERS TO THIS DAY, AND THE BANK REFUSES TO DEAL WITH ISRAEL
OR THE ISRAELI GOVERNMENT. (NOTE: A WAVE OF NATIONALIZATIONS
ALSO TOOK PLACE IN LIBYA, SYRIA, IRAQ, ADEN, AND SUDAN IN THE
SIXTIES AND SEVENTIES. SYRIA AND IRAQ HAVE YET TO REIMBURSE
THE BANK FOR THESE TAKEOVERS. IN SAUDI ARABIA, THE
UNCLASSIFIED
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SAUDIZATION OF THE BANK RESULTED IN THE ESTABLISHMENT OF THE

ARAB NATIONAL BANK, IN WHICH THE ARAB BANK RETAINS A 40%
SHARE. THE BANK HAS NEVER HAD BRANCHES IN IRAN. END NOTE.)

12. (SBU) SHOMAN FOUNDED THE BANK AFTER SPENDING 18 YEARS IN
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THE UNITED STATES FORGING LINKS WITH ARAB COMMUNITIES THERE
AND LEARNING THE RETAIL AND BANKING BUSINESSES. HE RETURNED
TO PALESTINE IN 1929 TO ESTABLISH A BANK THAT WOULD "UNITE

ARAB ECONOMIES" AND COMBAT WHAT HE CALLED "ZIONIST PLANS" TO
TAKE OVER THE REGION. ACTIVE IN THE PALESTINIAN
DEMONSTRATIONS IN 1936, HE IMPORTED 20,000 POUNDS OF RICE AND
SUGAR FROM EGYPT TO SELL TO PALESTINIANS AT TOKEN PRICES.
CHARGED WITH A NUMBER OF OFFENSES BY BRITISH MANDATE
AUTHORITIES, HE SERVED 18 MONTHS IN A PRISON NEAR HAIFA.

UPON HIS RELEASE, SHOMAN RETURNED TO BANKING. AT THE
OUTBREAK OF WORLD WAR II, WHEN A CROWD OF DEPOSIT HOLDERS
RUSHED THE JERUSALEM BRANCH TO WITHDRAW THEIR FUNDS, SHOMAN
INSTRUCTED ALL BRANCHES TO HONOR SUCH REQUESTS. THIS ACTION
RESTORED CONFIDENCE IN THE BANK. MOST FUNDS WERE
REDEPOSITED, AND THE BANK ACQUIRED ITS REPUTATION AS A SAFE
HAVEN, A REPUTATION THAT STILL HOLDS TODAY. IN 1948, SHOMAN
MOVED TO AMMAN ALONG WITH THE BANK'S HEADQUARTERS.

13. (SBU) SHOMAN PUSHED THE BANK'S EXPANSION AS A WAY OF

LINKING ARABS AND ARAB COMMUNITIES THROUGHOUT THE WORLD.

UPON OPENING A BRANCH IN ZURICH IN 1962, THE BANK BECAME THE

FIRST ARAB FINANCIAL INSTITUTION TO ESTABLISH A PRESENCE IN
UNCLASSIFIED
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SWITZERLAND. WITH BRANCHES ALSO IN FRANCE, GERMANY, ITALY,
SPAIN AND THE U.K., THE BANK'S EUROPEAN ENTITIES NOW COMPRISE
THE MAJORITY SHARE OF TOTAL ASSETS, LOANS, DEPOSITS AND
REVENUE. THE BANK ALSO HAS BRANCHES IN SOUTH AMERICA, CHINA,
KOREA, AND THE UNITED STATES. SUPERVISED BY A HOST OF MAJOR
INTERNATIONAL REGULATORS, THE BANK, AND THE SHOMAN FAMILY,
HAVE MAINTAINED AN UNSULLIED REPUTATION WITHIN THE
INTERNATIONAL BANKING COMMUNITY FOR TRANSPARENCY, REGULATORY
COMPLIANCE, AND FAITHFUL ADHERENCE TO INTERNATIONAL BANKING
NORMS AND STANDARDS.

MANAGEMENT IN TRANSITION

14. (SBU) ARBK CHAIRMAN AND SON OF FOUNDER ABDUL-HAMID

SHOMAN, ABDUL-MAJID SHOMAN, TRANSFERRED MOST OF HIS FORMAL

POWERS TO HIS ELDEST SON, ABDUL-HAMID SHOMAN, NOW CEO,||N

2001. | s ) B6

| |. THE BANK IS TARGETING ITS
RECRUITING EFFORTS ON GRADUATES FROM WESTERN UNIVERSITIES,
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AND, AS PART OF A NEW, ACCELERATED MANAGEMENT TRAINING
PROGRAM, THESE NEW RECRUITS WILL MOVE INTO MIDDLE MANAGEMENT
POSITIONS WITHIN FOUR YEARS, AS OPPOSED TO TEN YEARS
PREVIOUSLY, AND THIS, TOO, MAY CAUSE SOME MORALE PROBLEMS.

IN ADDITION, IN THE RECOGNITION IT MUST KEEP UP WITH MODERN
BANKING, MANAGEMENT, AND TECHNICAL ADVANCES, THE BANK'S
STRATEGIC PLAN INCLUDES THE ESTABLISHMENT OF STRATEGIC
BUSINESS UNITS, HUMAN RESOURCE MANAGEMENT, AND IT
DEVELOPMENT. THE BANK'S OVERALL MANAGEMENT HAS BEEN
PROGRESSIVELY DECENTRALIZED, WITH THE ESTABLISHMENT OF
REGIONAL MANAGEMENT CENTERS AND BRANCH MANAGERS GAINING MORE
LEEWAY ON DECISION-MAKING.

COMMENT

15. (SBU) AS MUCH A PART OF JORDANIAN HISTORY AS ANY OTHER
INSTITUTION, CIVIL OR OTHERWISE, THE ARAB BANK OCCUPIES AN
IMPORTANT ROLE IN JORDAN, COMMERCIALLY, FINANCIALLY, AND
CULTURALLY, SO MUCH SO THAT THE BANK'S STABILITY PLAYS A ROLE
IN THE STABILITY OF THE COUNTRY AND THE REGION AS A WHOLE, AS
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RECENTLY EXPRESSED TO US PRIVATELY, B6
C . GIVEN THE ARAB BANK'S REPUTATION FOR
TRANSPARENCY AND PROBITY, AND ITS FINANCIAL BULK IN THE AREA,
ALLEGATIONS TO THE CONTRARY WOULD BE MOST SURPRISING, WITH
POTENTIALLY FAR-REACHING CONSEQUENCES FOR THE JORDANIAN AND
UNCLASSIFIED
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PALESTINIAN BANKING SYSTEMS, AND ULTIMATELY, ECONOMIES.

16. (SBU) THIS MESSAGE HAS BEEN CLEARED BY CONGEN JERUSALEM.
GNEHM
UNCLASSIFIED
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