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Group Chief Executive Officer

Date: 2 November 2021
Ref: 10/10/436 /2021

To: Chief Executive Officer
Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you,
Subject: Disclosure of Material Information

KFH: Analysts Conference Transcript
Q3/2021
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In reference to the above, and in line with Kuwait
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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:
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® Further to the previous disclosure on

28 October 2021, the Analysts Conference
Transcript for Q 3 /2021 is attached.
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Material Information

® Further to the disclosure on
28 October 2021,

Transcript for Q 3 /2021 is attached.

previous
the Analysts Conference
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Effect of the Material Information

on the Company’s Financial Position
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Significant Effect on the financial position shall be mentioned if the
material information can measure that effect, excluding the financial
effect resulting from tenders or similar contracts.

If a Listed Company, which is a member of a Group, disclosed some
material information related to it and has Significant Effect on other listed
companies’ which are members of the same Group, the other companies’
disclosure obligations are limited to disclosing the information and the
financial effect occurring to that company itself.
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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 (GCFO).

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

® Mr. Ahmed El Shazly, EFG-HERMES.

Some of attendees:

® Franklin Templeton

® Hassana Investment Company

® |ntrospect Capital

® Kuwait Investment Company (KIC)
® Moon Capital

® NBK capital

® Public Investments Fund

® \Wafra Investment

e Citi

The beginning of the live webcast text

Good afternoon ladies and gentlemen and welcome to the Kuwait
Finance House Q3-2021 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, (GCSO)

A warm welcome to everyone and thank you for joining us today.

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.

| 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 Q3-2021 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 Q3-2021 results.
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® Kuwait's coronavirus vaccination program began in December 2020,
and as at late September over 60% of the population had received
a first dose, and more than 20% of the population is now fully
vaccinated. The main economic benefits of high vaccine coverage
are likely to be felt in the final quarter of 2021. According to the latest
forecasts to the International Monetary Fund, Kuwait's economy will
continue its post-pandemic recovery in 2022 with a 4.3% growth,
supported by external economic conditions and a further rise in

global oil prices.

® For interest rates, the Central Bank of Kuwait kept the interest rate
at 1.5% after the last cut of 100 basis points on the 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 in February 2021, and Moody's assigned an A2

long-term deposit rating with a Stable Outlook.

® |n addition, KFH Group has recently been named as the Best Islamic
Financial Institution in the World by Global Finance Magazine, the
Bank of the year in the Middle East and in Kuwait by The Banker,

and the Best Domestic bank in Kuwait by AsiaMoney.

® The leading role KFH plays in its social responsibility continues as
we focus on education, health and environmental activities,
workforce, youth and entrepreneurs support, as well as dealing with
society as corner stone of the Bank’s strategy. Further, as per the
MSCI ESG Ratings Kuwait Finance House is the highest rated entity

within Kuwait compared to its peers.

® KFH adopts an innovation strategy for its banking solutions with the
number of e-banking transactions implemented by KFH customers
through digital or mobile channels exceeded 113 million transactions
for the first nine months of 2021, an increase of 26% compared to
the same period last year. The high demand from customers for
digital services reaffirms the importance of providing diversified

solutions that match the customer needs.

® Finally, KFH continues to play a pivotal role in the local and regional
economies within which it operates.

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 Q3-2021 earnings call.
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KFH has, by the grace of Allah, reported KD 168.1 Million Net profit
for shareholders until end of Q3 2021; an increase of 66.1%
compared to the same period last year.

Earnings per share reached 20.08 fils; an increase of 66.0%
compared to the same period last year.

Financing receivables reached KD 11.3 Billion an increase of 5.6 %
compared to end of year 2020.

Depositors’ accounts reached KD 16.0 Billion an increase of 4.5%
compared to end of year 2020.

Total assets reached KD 21.97 Billion, an increase of KD 469 million
or 2.2% compared to end of year 2020.

Shareholders’ equity reached KD 1.9 Billion; same level as end of
year 2020.

KFH has successfully achieved solid financial results for the nine
months ended 30 September 2021 despite the challenges

Coronavirus imposed on the operating environment locally and
globally.

KFH enjoys high liquidity ratio and solid capital base that support
business growth and adherence to regulatory requirements. Also,
the importance of continuous improvement of asset quality and
developing credit facility policies and governance systems within
best practices.

KFH's role in sustainability through issuing Green Sukuk, indicating
that the Bank has succeeded in arranging sustainability sukuk
issuance transaction for KFH-Turkey amounting to USD 350 Million.
The sustainability Sukuk issuance is considered as the first of its kind
to be issued by an Islamic financial institution and the first tier 2

sustainability Sukuk issuance transaction globally.

Meanwhile, the successful of issuance $ 750 million AT1 Mudaraba
Sukuk by KFH, which is the largest issuance in Kuwait in terms of
size, with its subscription orders exceeding $ 2 billion, by close to 3

times the targeted issue size.

KFH is moving forward in its leading national role through supporting
and financing the government development projects, providing wide
range of retail and corporate banking and financial solutions as well
as SMEs. KFH has a diversified financing portfolio that covers
different vital sectors including energy, water, power, infrastructure,

and construction.

For more details regarding the Acquisition, we have disclosed to the
regulatory authorities and the market the latest developments in this
regard. All these disclosures were published via the official website
of Boursa Kuwait, and any new development will be updated as and
when it comes available.
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Mr. Shadi Zahran:

Thank you, Mr. Abdulwahab,
ASA and good day everyone, I'll be presenting the financial

performance of KFH group for the first nine months of 2021.

The Group has achieved Net Profit After Tax attributable to
Shareholders for the period ended 30th September 2021 of KD
168.1mn higher by KD 66.9mn or 66.1% compared to 9M-20 of KD
101.2mn.

The higher profits is mainly from lower provisions offset by lower
investment income and net finance income.

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

Net financing income has witnessed a decrease by KD (7.5)mn or
(1.7)% compared to same period last year mainly due to increase in
COF and drop in the yield.

While the financing income is only marginally lower by KD (1)mn or

(0.2)% compared to same period last year.

The increase in COF by (6.5)mn or (3)% is mainly from our
subsidiary in Turkey due to impact of the increase in benchmark
rates by Central Bank of Turkey (CBT). CBT benchmark rate as of
Sept 2021 was 18% compared to 10.25% in Sept 2020.

Net Operating income at KD 364.3mn decreased by KD (37.5)mn or
(9.3)% compared to same period last year; the decrease is mainly

from Investment income by KD (34.2)mn.

The decrease in investment income by KD (34.2)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.

Despite the decrease in net financing income, contribution of net
financing income to operating income increased from 72% to 75%
due to lower investment income.

Moving on to the next slide, non-financing income at KD 148mn is
(14.2)% lower compared to same period last year due to lower

investment income.

Total Operating Expenses at KD 226.5mn are KD 5.6mn or 2.5%
higher than same period last year is due to increase in economic

activity compared to the situation that occurred during 2020.

The reduction in net operating income and the increase in operating
expenses has resulted in an increase in Cost to income ratio to reach
38.34% (compared to 37.21% for FY 2020).

At KFH-Kuwait, C/I ratio at 30.65% is still below both to the local
Islamic Banks average of 43.2% and local conventional Banks

average of 40.6% (calculated from published financials for H1-21)

Average Yielding Assets is up by 5.4% compared to FY2020 and
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the growth in Financing receivables. Avg. financing receivables is up
by KD 0.6bn compared to 2020 and by KD 1bn compared to 9M-20.

Group NFM at 2.93% shows (29)bps decrease over 9M-20 average
of 3.22%.

Average Yield decreased by (38)bps due to booking of new deals
and/orre-pricing of matured deals at lower profit rates. However,
average COF decline by 9bps due to overall improvement in CASA

deposits.

Looking at provisions and impairments, the group total impairment
charge decreased by KD 127.7mn or 52% to reach KD 118.2mn for
9M-21.

Credit provisions charge net of recoveries for 9M 2021 amounted to
KD 113.2mn lower by KD 15.9mn compared to KD 129.1mn in 9M
2020. Group has continued to adopt conservative approach towards

provisioning and recorded precautionary general provision.

Impairment related to investments and others reduced by KD
111.8mn with net charge of KD 5mn recorded in 9M 2021 compared
to charge of KD 116.8mn in 9M 2020. This decline is mainly due to
reversal of expected credit losses on Sukuk portfolio by KD 15.7mn
and lower precautionary impairment provisions recorded on

investments due to improvement in macro economic factors.

As we used to highlight KFH group credit provisions as of 30th Sep
2021 exceeds required IFRS 9 ECL as per CBK by KD 314mn.

Total Assets at KD 22bn increased by KD 0.5bn or 2.2% as at the
end of 9M-21.

Financing receivables at KD 11.3bn increased by 5.6%. Growth in
financing receivables mainly in Kuwait from both Corporate and
Retail, while a slight decline in Turkey mainly due to devaluation of
Turkish Lira. Overall growth in financing receivable excluding the

impact of TL devaluation was around 8.3%.

Investments in Sukuk at KD 2.7bn is maintained at the 2020 level.

Additionally, deposits as for 9M-21 at KD 16bn are KD 0.7bn or 4.5%
above December 2020 level. Growth in Deposits excluding the

impact of decline in Turkish Lira was 5.9%.

The group was able to maintain favorable deposits mix with healthy
contribution from CASA deposits at 53% of total group deposits as
at the end of 9M-21 compared to 52.4% as of Sep 2020.

Customer deposits as a percentage of total funding at 84.9% reflects

healthy funding mix and shows robust liquidity.
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® |n the last slide looking at the key performance ratios which reflects
improvement in profitability except for the C/I ratio which deteriorated

as explained earlier.

- ROAE from 6.94% to 11.82%
- ROAA from 0.87% to 1.31%
- EPS from 12.10 fils to 20.08 fils

® NPL ratio improved to reach 1.88% (as per CBK calculation) in 9M-
21 compared to 2.20% for 2020.

® Provisions Coverage ratio for Group is 289% in 9M-21 compared to
223% for 2020.

With that | conclude my part and we may move to the Q&A SESSION
Thank you.

Mr. Ahmed Al Shazly:

Thank you, Mr. Shadi. | will start the Q&A session. If you’d like to
ask a question, you can send it through the question box on the
bottom right of your screen. So, we’ll pause for a moment to give a
chance for all your questions to come in and then we’ll start
addressing them.

Q&A

Question (1): Lea El Hage

® Do you expect a pickup in cost of fund for the end of the year?
Or a further drop in CASA levels as spending picks up and
economic activity improves?

Answer (1):

® The short answer is yes, slightly, where forecasts for COF increased.
As we used to explain, KFH funding from the deposits has mainly
been from mudaraba. So, increase in the profit will be definitely
reflected in increase in deposits return, which will increase cost of
funds. CASA actually improved and maintained at the same level for
the third quarter, but we expect that CASA would be at the same
level or slightly lower and that's because the economic activity has
improved in addition to the end of the 6 months moratorium period
for financing in Kuwait that ended on 1st October 2021. So, we
expect that there will be some use of the funds from the deposits.
So, yes, there will be some drop in CASA and some increase in cost
of funds.

Question (2): Rakesh Tripathi

® Please share the T1 and CAR levels at end of Sep 2021?

Answer (2):

® CAR at end of September was 18.07% compared to 17.53% for
2020. T1 at end of Sep-2021 was 16.52% compared to 15.97% for
2020.
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Question (3): Rakesh Tripathi

® Please share the reasons for decline in NPL ratio in 2021?
Answer (3):

® The asset quality in general for the group improved. | can share with
you for Kuwait and Turkey. For Turkey, NPL Sep-21 at 2.89% versus
3.71% for December 2020, and 3.25% for H1-21.

® So, there is a continuity of improvement in NPL for Turkey and at
the group level as well. We expect that to be maintained and improve
further.

Question (4): Elena Sanchez

® You mentioned cost of funding increased in Turkey, did cost of
funding increase in Kuwait as well?

Answer (4):

® Yes, the increase in cost of fund is in line with our expectation. If you
recall, for those who were with us in the H1-2021 call, | highlighted
that we expected our net financing margin to drop to 2.8%. Now, it's
2.93% and still expected to stay between 2.8% to 2.9% to the end of
the year 2021.

® Cost of fund as for Turkey, the CBT benchmark rate in September

2021 reached 18% compared to 10.25% for the same period last
year.

® That caused the increase of cost of fund in Turkey and accordingly
for the group. On the other side, for Kuwait our structure of deposits,
mainly mudaraba deposits. And as we noted last year, because of
the drop in our profitability, we benefited by the drop in cost of fund
much better than our peers. Because of our structure of deposits.
This year, our profit increased, so cost of fund in Kuwait increased
as well.

Question (5): Rakesh Tripathi

® What was the key driver of loan growth YTD and what is the
outlook?

Answer (5):

® The growth was, as | said, in Kuwait mainly from both corporate and
retail businesses of banking. Although we have a competition
especially in Kuwait that affected the pricing, and the outlook is as
expected from last quarter as well as communicated, and still will be
mid-single digit, which is in line with what we achieved in the third
quarter. We expect to maintain the same growth until year end.

No more questions, if you have any questions, please send them

to investor relations. That’s investor.relations@kfh.com.

Thank you.

End of the Webcast... 'd
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