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Peace, Mercy and Blessings of Allah be upon you,
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In reference to the above, and in line with Kuwait
Finance House 'KFH’ interest in adhering to Boursa
Kuwait Rulebook Article (7-8-1/4) regarding the Listed
Companies Obligations (Analysts Conference), KFH
would like to report the following:

disclosure on
Conference

® Further to the previous
17 May 2021, the Analysts
Transcript for Q 1 /2021 is attached.

Best Regards,

Abdulwahab Issa Al-Rushood
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17 May 2021, the Analysts Conference
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Transcript for Q 1/ 2021 is attached.
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Speakers from Kuwait Finance House executive management:

® Mr. AbdulWahab Al-Roshood, Acting Group Chief Executive Officer
(GCEOQ), Group Chief Treasury Officer (GCTO).

® Mr. Shadi Zahran, Group Chief Financial Officer (GCFQ).

® Mr. Fahad Al-Mukhaizeem, Group Chief Strategy Officer (GCSQ).
Chairperson:

® Mr. Ahmed El Shazly, EFG-HERMES.
Some of attendees:

¢ NBK Capital

& HSBC

® Boubyan Bank

® Boursa Kuwait

® Al Rayan Investment

® Franklin Templeton

® Bloomberg intelligence

® EFG Hermes

® Cl Capital

® Argaam

® BANK MUSCAT

® Fiera Capital

The beginning of the live webcast text

Good afternoon ladies and gentlemen and welcome to the Kuwait
Finance House Q1-2021 results webcast. This is Ahmed El Shazly
from EFG-Hermes and it is a pleasure to have with us on the call
today:

® Mr. AbdulWahab Al-Roshood, Acting Group Chief Executive Officer
(GCEO), Group Chief Treasury Officer (GCTO).

® Mr. Shadi Zahran, (GCFO)
® Mr. Fahad Al-Mukhaizeem, (GCSQ)

And we are also joined today by the following attendees:
¢ NBK Capital

® HSBC

® Boubyan Bank

® Boursa Kuwait

® Al Rayan Investment
® Franklin Templeton

® Bloomberg intelligence
® FEFG Hermes

® (| Capital

® Argqaam

® BANK MUSCAT

® Fiera Capital
Among other institutions as well...

A warm welcome to everyone and thank you for joining us today.
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We will start the call with the management presentation for the next 10
to 15 minutes, then this will be followed by the Q&A session. To ask a
question, just type in your question on your screen at any time during

the presentation and we will address it during the Q&A session.

I would also like to mention that some of the statements that might be

made today may be forward looking. Such statements are based on the

company’s current expectations, predictions and estimates. There are

no guarantees of future performance, achievements or results.
And now | will hand over the mic to Mr. Fahad to start with the

presentation.
Thank you.

Mr. Fahad Al-Mukhaizeem:

Thank you, Ahmed and good afternoon ladies and gentlemen. We

are glad to welcome you to the Q1-2021 earnings call for Kuwait
Finance House Group. | am Fahad Al-Mukhaizeem, Group Chief
Strategy Officer. Today, we'll be covering highlights of the Kuwait
operating environment with an overview on KFH. We'll also share
with you KFH's strategy, as well as Q1-2021 results.

In the first months of 2021, the International Monetary Fund
predicted a global economic recovery driven by increased
government spending and vaccination rates. The number of
vaccinated people in the State of Kuwait has reached more than one
million, approximately 25% of the total population, which will
accelerate the return of normal life in the foreseeable future. As a
stimulus step for the Kuwaiti economy and to reduce the burden on
citizens, banks have postponed the repayment of loans for a period
of 6 months.

With the government referring a bill to open an additional
appropriation in the budget for the fiscal year 2020-2021 at an
amount of 800 million dinars to cover front-line bonuses, in addition
to expenses for facing the outbreak of the epidemic (500 million
dinars), spending this year has become the largest in the history of
Kuwait (24.1 billion Kuwaiti dinars).

For interest rates, the Central Bank of Kuwait kept interest rate at
1.5% after the last cut of 100 basis points on 16th of March 2020.

Further "KFH" enjoys a high creditworthiness, Fitch Ratings affirmed
Kuwait Finance House Long-Term Issuer Default Rating at 'A+' with
a Negative Outlook as a result of revising the outlooks on 11 Kuwaiti
banks to Negative from Stable, following a similar action on Kuwait's
sovereign rating on 2 February 2021, and Moody's assigned A2
long-term deposit rating with a Stable Outlook. In addition, KFH
Group has recently been named as the Best Islamic Financial
Institution in the World by Global Finance Magazine.

KFH keeps focusing on developing the products and services
provided to its customers and is keen to continue adopting banking
digitization in collaboration with FinTechs, employing Artifactual

Intelligence and robotics, and keeping pace with developments in
the global banking industry.
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The digital services offered by KFH accelerated through launching a
series of innovative digital banking solutions. These solutions
include for example and not limited to: “opening bank account
online” service for citizens and residents, digital signature service in
personal financing products that includes the electronic handling of
all paper documents for personal finance transactions, instant
transfer using "RippleNet" network and Swift GPI service through
KFHORline. In addition, KFH was the first bank in the world to use
NCR Hybrid Solution to instantly issue banking cards without a prior

reguest.

With this, let me hand over the mic to our Acting Group CEO Mr.
AbdulWahab Al-Roshood.

Mr. AbdulWahab Al-Roshood:

Thank you, Fahad. Good day ladies and gentlemen. It's my pleasure

to welcome you all to our Q1-2021 earnings call.

KFH has, by the grace of Allah, reported net profit of KD 50.0 Million
for the first quarter of 2021 for KFH shareholders; an increase of
12.9% compared to the same period last year.

Earnings per share for the first quarter of 2021 reached 5.97 fils; an
increase of 12.6% compared to the same period last year.

Net financing income for the first quarter of the year reached KD
153.6 Million; an increase of 5.3% compared to the same period last
year.

Total operating expenses for the first quarter of the year dropped by
6.5% compared to the same period last year.

In addition, the capital adequacy ratio reached 16.98% which is
above the minimum limit required by regulators. This ratio confirms
the solid financial position of KFH.

The Q1 results are positive and reflect the strong foundations of KFH
to maintain a solid financial position, high quality assets, strong
capital base and sustainable growth, offering shareholders and
customers good profitability
consequences of the pandemic.

ratios despite the economic

KFH's healthy financial indicators as reflected in the growth of net
operating income, financing portfolio, and stability of total assets and
depositors’ accounts. This demonstrates the balanced and solid
performance of KFH and emphasizes prudence in managing risks
and the ability to deal with variables.

Along with supporting small and medium enterprises, financing
mega projects in different vital sectors and contributing to the
development plans and projects in Kuwait and the region, KFH
continues its leading national role in the economy and society as part
of its sustainable development strategy.

bl I o GusSI Lgedll cany Loy G Aed )l wlestsdl cieylud
et Ao Jaldl s Jedd 5,500 duad Jl 8 yall ol o aludu
oniblyall "CUAY e Gras ol a1 Leus uaxdl Yl
JodS J asddl bigedl Gilzie 3 (o080 adeddl sy Onasilly
cgarddl bgarll cMelad a8ysll cluiiadl apend duig ASTY! dxllall
S5 (e Swift GPI dsass "RippleNet” 480 alasealy 555!l (Laseilly
@bl 3 ey Jol s GusS gl s oS (2l ) 25LsY¥L KFHCnline
033 gl de 8ibpas SlElay slasy NCR Hybrid Solution suziay

Sl e gamall il sl I 05898l Sy Y1 gl
29l Slagdi e !

el Il olagdl v fuicudl

‘__é i.l.g.e.’ e n,n.'hj ol (o Boladly &lacud! L.g‘l pSags ollog .apd L,S..:.
.2021 \aL;Q..qum w.U.J.L}: ela¥ glg.br.'i.” kel pd Lt Sudl i

ple oo Js¥l sl oneabiall 2 Ul Bl - aisdsls il Juady - 3a> "l
5 AN iy 4550 %129 s Haady « GusS slias Ogele 50.0 Layus 2021
Gl aladl e

%12.6 gai dady 2021 ple (v Js¥1 oyl Ldd 5.97 @l sy il
ladl aladl e 3481 adny A5yiEa

O3ale 1536 | duasd 2021 sl n S5 g l) gl 5] Bl gl
(Gled) aladl o SN udns 355la0 %5.3 il g sy FusS jlas

ady 2027 ple o Jo¥ ol Jia ddll iy pins Jle| cuaizesl elliSy
o) aladl ya BN iy Aykie %6.5

GV ol Llasie %16.98 JUWI Ll LS Juss iy 2lls Jf 3Lyl
3 AW S Glie e aS35 ) Awddl 29 Al )l Sladl o gllall
"l 3 an bl el aleasy Aula) 2021 ale (e Jo¥1 b il ¢l
Ay Bueliy Adle Bag oild Jguols cubio Jbo 585 lazo¥! Aialge
e Bz Ay S as o Maally (ealicel] (g aluiue goi Gudmds dute
Lg)sS Al Linys 301 Lolasd¥W cleeluall e o)l

dradl dlo e § oSans oSO dsatl) cad dagdadl R o3l
o3l Sllug Il Jlaz) Shdialy cogedll Aladmay (sl
& LSl e uSha9 GusSIl bgetll cd (55alls 031l el0¥ gy |iag
Sl ae Joladl e 3yaally Sl 50)

G Leaall alidl bigady Aawsally spisall aplidl pes cole JI
s G Aedll ayylang babas (§ dealully Lgumdl clelbaalt Calis
peizlls slasd¥l 3 sl alagll oy9s GusSTl Lgetll cun Jiolgs Aakaidly
EPINEIM U TORETI PEIR O (RN




viigSll Ligaill Cuy

Kuwait Finance House

In addition to its track record of contributions to the growth of Islamic
finance industry where it operates, KFH has a wide experience in
Sukuk issuances for banks, corporates and governments as well as
infrastructure  development
contribute to economic progress and development of many financial

financing mega projects, which

products.

Now | will hand over the mic to Group's Chief Financial Officer, Mr.

Shadi Zahran and he will present the financial results up to Q1-2021

in details and answer any of your questions afterwards.

Thank you.

Mr. Shadi Zahran:

Thank you, AbdulWahab. AlsalamAlykum Good day ladies and

gentlemen, It's my pleasure to welcome you all to the Q1-2021

earnings call.

Let me highlight the financial performance of Q1-2021:

The Group has achieved Net Profit After Tax attributable to
Shareholders for the period ended 31st March 2021 of KD 50.0mn
higher by KD 5.7mn or 12.9% compared to Q1-20 of KD 44.3mn.

The higher profits are mainly from higher Net Financing income,
lower provisions together with lower operating expenses offset by
lower investment income.

We will cover the details on these items later in this presentation.

Net financing income has increased by KD 7.8mn or 5.3% compared
to same period last year primarily due to lower cost of funds in
Kuwait. That is mainly due to decrease in benchmark rates across
the globe, and the improvement in CASA deposits at Kuwait and
group level.

Net Operating income at KD 127.6mn decreased by KD (11.5)mn or
8.2% compared to same period last year; the decrease is mainly
from Investment income by KD (22.5)mn offset by the increase in
Net Financing Income by KD 7.8mn and lower operating expenses
by KD (5.3)mn.

The decrease in investment income by KD (22.5)mn is mainly due

loss on Islamic derivative transactions (mainly currency &
commodity swaps entered by our subsidiary Kuwait Turk) partly

offset by increase in other investment income.

As a result of the increase in net financing income and lower
investment income, contribution of net financing income to operating
income increased from 66% to 76%.
Moving on to the next slide, non-financing income dropped from KD
74.3mn last year to KD 49.8mn lower by 33% mainly due to lower
investment income by KD (22.5)mn.

Y Lsedl] Aclis s 3 slealadl (o J3ladl dlae J] LWL
sl eSall Shlao) § dasly Sk GusS digedll cu azen
At Al gl aylie Joges J) BLEYL legSally S, adly
Slmnill e taall Ageatlly g3lazd¥l auasll § palud @ls el

A

putdiws «Olpa5 g3l /il Aegazmall AIUI sty JI 0H1T 0g89,Sl 1 Jasl
LY el o a9« uade JSiy 2021 ple o0 Ja¥1 aupll e AU sl
w3 ey oSiliwd e

P

10l ey (gabd fuad!

iyt B laadly Dol Ll 08 g3 s pSiuke adladl calaglloe Ul 1,82
aoll o iy 1Y el Ailel) Sl Sl i § Laen oS5 comy 0
2021 ple ;e J¥I

2021 ale o Jo¥l ol e JUIelS¥1 o ¢ guall 3T Gges

oube 31 4l 3 a0 e (Al i) Onealiall Ao ozl 2 Ll (Lo 2y
3 GusS Sl Ogale 5.7 Layudy 5Ly (GusS slus Gsele 50.0 alus 2021
2020 ale g0 Jg¥1 oyl (35S 5Lus Ogale 44.3 jlee 4350 %129
oolasily bsatll alslpnl b @ 33U 1 2L 3L5 § candl 550
& oalass! LLE ) ada sl Canlall Jalass! J) 45LaYL Slamsll
Sledia¥l Slalyy)

oyl i § Lasy faid! e 2alaill Jugolatl] Jadicg

s 85l %5.3 o GusS 5l Osale 7.8 jhias gl il ] Lo pas)|
WG alasil e gty Ko 2l 2n Lo el aladl e 350
dl dipeddl WSS alasil § gyl cond) span s & Lgedl!
Lyldl sl adlsg @ guemally Ldle Hlawdll olidge § olassyl
Acgaxll Gsius ey usSI & adgill ciblussy

oolasil gl GusS slus Osale 127.6 J) Aubiadll Slabadl! Glo padsl
pladl (o BN iy 35550 % 8.2 Ay ol GusS 5lis Ogale (11.5) 5,489
Sl slall (alagsl (e gusy o U palassdl i o] sl
Bl Slalnl Glo 3 8ol 4bls silly &usS s Osuls (22.5) il
Ogala (5.3) pleas dliiadll canyliall palasily GusS sl Opea 7.8 pless
s

S (G058 5l Ogala (22.5) ilias slatieall mlslpl § palass¥l xas udy
o) Aupadledd!l Slazall chlalas a5l 3l Cats guatdy
NSy iy e (e s 1 (adeadly 5 Leadl ¥ slie 5lalas (s S5
S Ll sl 3805 Ll 13y

Soly a8 Ll Slalpl alassly Jigedll oslalyl dlo § solill 1las
%676 J1 %66 (pe Auaddll SL¥ ) Lgesdl 2lslyl dlo dealus

Cuiadiil ud dbiganll e Slalg¥l b des AW dsadt ) JEsYly
Ogele 49.8 ) Bledl aladl e BALN s e (GusS Hlius Ogule 743 (e
3 g G %33 jludey palasl Gay Iday bl 31 268 Sl

(oS Sls Ogala (22.5) adey slatiadll clolyl (alasl ) guas) JSdo




vig Sl Jugaill G {"‘
Kuwait Finance House \%i;}

Total Operating Expenses at KD 75.8mn has decreased by KD (5.3)
mn or (6.5)% compared to prior year. The decrease is due to both;
lower staff cost by KD 1.2mn, and lower G&A expenses by KD 4.5mn
as the Group has managed to rationalize certain expenses on
account of COVID-19 enforced changes to normal business

activities.

The reduction in operating income which was partly off-set by the
reduction in operating cost resulted in slight increase in Cost to
income ratio to reach 37.26% compared to 36.82% for Q1 - 2020

(However, full year 2020 was at the same level of 37.21%).

At KFH-Kuwait, G/l ratio at 30.3% is still below both the local Islamic
Banks average of 43% and local conventional Banks average of
40.3% (calculated from published financials for full year 2020)

Average Yielding Assets is up by 2.7% compared to 2020 and 5.2%
compared to first quarter 2020, resulted from the growth in both;
Financing receivables and Sukuk. (avg. financing receivables is up
by KD 0.5bn and avg. Sukuk is up by KD 0.3bn)

Group NFM at 3.15% shows (9) bps decrease compared to Q1-20
average of 3.24%.

Average Yield decreased by (45) bps due to the drop in DR by CBK
and Fed rates. However, average COF decline by 36bps due to
increase in CASA deposits in the major entities of the group and

lower benchmark rates compared to Q1- 20.

Looking at the provisions and impairments, group total impairment
charge decreased by KD 18.8mn or 25.1% to reach KD 56.1mn for
Q1-21.

Credit provisions charge net of recoveries for Q1- 21 amounted to
KD 47.9mn a decrease of KD 4.9mn from KD 52.8mn in Q1 - 2020.
The lower provision compared to Q1 - 2020 is due to improvement

in economic activity during the current period.

Impairment related to investments and others reduced by KD
13.9mn with net charge of KD 8.2mn recorded in Q1 - 2021
compared to charge of KD 22.1mn in Q1- 20. This decline is mainly
due to reversal of ECL expected credit losses on Sukuk portfolio of
KD 10.3mn during the current period reflecting improvement in

macro-economic factors.

And here I'd like to highlight that the current credit provisions level in
KFH group books exceeds ECL required as per CBK IFRS 9 by KD
245.8 million as of March 2021.

Total Assets at KD 21.2bn decreased by KD (0.3) bn or (1.3)% in
Q1-21.

Financing receivables at KD 10.9bn increased by 1.1%
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® Growth in financing receivables mainly in Kuwait from both
segments; Corporate and Retail, while decline in Turkey was mainly
due to the devaluation of Turkish Lira. Overall group growth in
financing receivable for first quarter excluding impact of TL
devaluation was around 2.3%.

® Investments in Sukuk at KD 2.7bn is maintained at same level of
Dec 2020.

® Deposits for Q1-21 at KD 15.3bn remained at 2020 level. Growth in
Deposits for first quarter 2021 excluding the impact of Turkish Lira

devaluation was 0.5%.

® The group was able to maintain favorable deposits mix with healthy
contribution from CASA deposits at 53.4% of total group deposits as
at the end of Q1-21 — Same level of Dec 2020.

® KFH Kuwait dominates the saving accounts with market share of
40.7% (as per CBK latest published reports, February-21).

® Customer deposits as a percentage of total funding at 83.6% reflects
healthy funding mix and shows robust liquidity.

¢ |n the last slide, looking at the key performance ratios which reflects
improvement in profitability are as follows.

- ROAE from 8.79% to 10.67%
- ROAA from 1.07% to 1.17%

- C/l increased slightly from 36.82% to 37.26%, however full year
2020 was same level of 37.21%

- EPS from 5.3 fils to 5.97 fils
With that | conclude my part and we may move to the Q&A SESSION

Thank you.

Again, to ask a question, just please type it in the question box in
your screen, so we can be able to reply to it.

Q&A

Question (1): Edmond Christou

® Hello, thanks for the call. Please how do you see cost of funding
progressing in the year? How do you see the recovery in fee
generation for the rest of 20217

Answer (1):

® With the regards to the Cost of Fund as | mentioned COF dropped
compared to pre-Covid periods and also compared to last year, and
that came from mainly the improvement in CASA along with lower
benchmark rates we don't expect further decline in Cost of Funds
and as we keep explaining part of our Cost of Fund is coming from
the contribution of profit for Mudharaba deposits, and our profits are
improving compared to last year so that would be also affecting our
Cost of Funds causing it to be slightly higher, or back to 2019 when
recovery starts after Covid. Regarding the fee recovery, we see that
we'll maintain same level of first quarter.
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Question (2): Elena Sanchez

Was the decline in operating expenses in Q1-21 vs Q1-20 driven
by depreciation in Turkish Lira, in addition to rationalization of
operating expenses?

Answer (2):

Depreciation in Turkish Lira effects all items as you know on the P&L
but mainly the decrease in the operating cost was not from that
actually, it was more rationilisation of the cost and as | mentioned
the cost saving reduction came from 'Staff Cost’ & '‘G&A’. 'Staff
costs' due to variable cost components mainly affected by Covid and
the ‘G&A’ because we continued implementation of various cost
saving initiatives across the group without impacting the strategic
initiatives. So Turkish Lira devaluation was not affecting us
significantly because from our

the saving was actualy

implementation of various cost saving initiatives.

Question (3): Aybek Islamov

® How do you feel about asset quality outlook and cost of risk in
2021 in Turkey and in Kuwait?

Answer (3):

¢ By the way, | didn't mention the NPL, let me mention our NPL ratio
for the group increased compared to Q1- 20 from 2.2% to 2.47% as
per CBK calculation, but the provision coverage at group level is
207% or exactly 206.8% for Q1.

L

In Turkey, actually the NPL improved compared to December in the
first quarter. However, although business and economic activity
have significant resumed, we witness some improvement but we all
know that the pandemic is not yet over. Hence, we are of the opinion
that it is not prudent to give guidance of ‘cost of risk’ currently.

Generally, yes as | said Q1 is better than last year.

Question (4): Janany Vamadeva

Can we expect the COR trend to continue in the coming
quarters?

Answer (4): Janany Vamadeva

Now looking at the provision charged and using as an indication of
cost of risk would not be fair because as mentioned we have
precautionary provisions, still we took significant part in Q1as
precautionary provisions, so that does not reflect the need cost of
risk in the bank and as | said that we are now of the opinion that it is
not good to give guidance on Cost of Risk, since the pandemic is still
not over, but over-all we see that improvement in Turkey and Kuwait.
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Question (5): Fawaz Tawfiqi

Good afternoon gentlemen. Loan Growth — what has driven
loan growth? Corporate/Retail and also which Countries e.qg.
Turkey/Kuwait?

Answer (5):

As | mentioned both corporate and retail for Kuwait and Turkey.
However, Turkey was affected by the devaluation of Turkish Lira, but
if | exclude the devaluation for the financing then the group loans
increased by 2.3% for the Q1, deposits 0.5% for only Q1. What we
expect for both financing and customer deposits growth to be met
single digit for 2021.

Question (6): Shirish Raut

What is the 2021 run rate for net finance margin and cost to
income ratio.

Answer (6):

The net financing margin was 3.15% as | mentioned, we expect it to
be maintained around 3% for 2021. For the Q1 it was 3.15% slightly
lower than last year. The cost to income Ratio more or less as the
same level of the full year 2020. We are higher than the first quarter
as | said the 37.26% its higher than the first quarter 2020 which was
36.82%. However, full year was 37.21% or more or less the same
and we expect to maintain across the year the same level of the Cost
to Income ratio.

Question (7): Janany Vamadeva

What was the driver behind the increase in stage 3 loans by
0.9% during Q1 21? How do you see NPL formation through FY
21e? Any sectors you are worried about? Stage 2 loans have
increased during COVID - which sectors are driving this? Do

you expect this to improve in the near term?

Answer (7):

| was expecting this question. actually,this isthe first financials that
we and all other banks in Kuwait published at this stage. As a result
of the Covid-19 pandemic, ratings of customers were downgraded
which resulted in increase in Stage 2 cash financing receivables to
reach 16.2% as of March 2021. Mainly from KTPB.

I would like to emphasis here that CBK IFRS 9 guidelines specifically
staging rules are very conservative when compared to guidelines
issued by global and regional regulators. For example: Stage 2 for
KTPB as per CBK is three folds of Stage 2 reported as per local

regulations.

As of March 2021, the provision as per CBK instructions exceeds
the ECL based on CBK guidelines, by KD 246mn. This is mainly due
to significant increase in precautionary provisions recorded by the
Group which provides a very comfortable buffer to withstand
possible negative effect of the prevailing uncertainties on ECL

provision requirements.
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Question (8): Janany Vamadeva

When does the retail payment holiday start and how does the
mechanism work as the government will be bearing the costs?

Answer (8):

® Yes, the government will be bearing the cost as we actually received
from CBK. Central Bank in Kuwait recently published a circular with
instructions that outlines the mechanism of the deferral process itself
and mentions that the government will compensate banks entirely
for this cost which means that banks will incur any loss of the
be
compensated is not yet to be made public by central bank or
government.

deferral. However, the mechanism of how banks will

Mr. Ahmed Al Shazly: Ok, so this concludes our call. | would like to
thank everyone for joining our call and if you have any more
questions please send them to investor.relations@kfh.com, so

again thanks everyone and thank you to the management.

End of the WebCast.....
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