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Group Chief Executive Officer

Date: 27 October 2022
Ref: 10/ 10/ 447/ 2022

To: Chief Executive Officer
Boursa Kuwait

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

KFH: Analysts Conference Transcript
Q3/2022

Kuwait Finance House
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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:

e Further to the previous disclosure on
24 October 2022, the Analysts Conference
Transcript for Q 3 /2022 is attached.

Best Regards,

Khaled Yousef Alshamlan
Acting Group Chief Executive Officer
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Kuwait Finance House
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Disclosure of Material Information

Listed Company

Ly gl Sloglall e 7 Lad¥l

Ayl 28 ) e

Q3 /2022

27 October 2022 Kuwait Finance House (KFH) el SagSIl ageid| 2022 ).33:& 27
KFH: Analysts Conference Transcript Ol pa3ge piiazma siliyy

2022 Sl gyl

Material Information

® Further to the previous disclosure on
24 October 2022, the Analysts Conference
Transcript for Q 3 /2022 is attached.
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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 flnancial
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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Earnings Webcast Transcript

Q3/2022

Monday 24 October 2022
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Kuwait Finance House

Speakers from Kuwait Finance House executive management:

e Mr. Shadi Zahran, Acting Group Chief Executive Officer
(AGCEO), Group Chief Financial Officer (GCFO).

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

® Mr. Jamal Alhumiari- Deputy General Manager Group Financial
Control

The beginning of the live webcast text

Good afternoon, ladies and gentlemen and welcome to the

Kuwait Finance House Q3-2022 results webcast. This is Ahmed

El Shazly from EFG-Hermes and it is a pleasure to have with us

on the call today:

® Mr. Shadi Zahran, Acting Group Chief Executive Officer
(AGCEQ), Group Chief Financial Officer (GCFO).

® Mr. Fahad Al-Mukhaizeem, Group Chief Strategy Officer (GCSO).
® Mr. Jamal Alhumiari— Deputy General Manager Group Financial

Control
And we are also joined today by the following attendees:

® (| Capital

e HSBC

® FEFG Hermes

® Moon Capital

® Franklin Templeton

@ Abu Dhabi Investment Authority ADIA

® SICO Bank
Among other institutions as well...

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 Q3-2022 earnings call for
Kuwait Finance House Group. | am Fahad Al-Mukhaizeem, Group
Chief Strategy Officer.

.

S

i 2aeSI bganl Cod A duiiall 51591 0 Ogbumill

AU sty canlSIl e gozmall gludsall ity - 1,25 golds /oudl - @
degomall

Ao gozmall Auzmildd) uss) - puiptell igd /gl @

Aegazeell AU LU ole i il - gredl Jlaz /aguddl @

bl ol dda as Al

igadll gy ilisd S ALL Sl § oS Lopag sl shus slung o

& ) 4 Al degazell o J3Lad1 wesT BT 2022 el an)l GuST

o sall Lins ety oof Biauwsg uana

AU sty o ST Ao gazeall gdiasall iyl - Olya) gals Jawwdl @
degezall

degarmall Lzl Al () - ol igd izl @

Aegomall LU LM ale yade - ezl Jlaz /iuuadl @

sgsamd! Baludl pgudl Lia Jf puning
JunS gl @

ool gl @
utash Bl gl @

Juul€oge @

Osileas (niS3,5 - @
Sl (gl o1l Sl @
Sy, ©

Gy s Jl aslayl

poedl Lid) oSalogiail 1S9 prosel] Ao a3

day Aealall 23135 15 J) 10 5l 5yl (eaudall (i yadl ae &USU Tutsive
e el LUS Sow clile Lo (Jlga ool 2oga¥ly Al Auele s
At duls I dlgliling uuasll goyall oLl cdg gl § clials
gy

L5y JoliD ud el jusas ub @ bl (e ol ,S81 of Lal 20l
Ao g5 Mg Ll yaadte Al 48, Al wilades S oLl suda wulud Adidtus
Jearall § mldl of Slileidl of olo Sliless

ekl i yall § eonell e / et I 909,k l Jasls ¥l

P ICS

spapdell b /!

p 30t 055 i 0l U Bolandly Sl L 0Slus il curas i 1,504
2l GugSl sgaddl cuty Acgarma slol helzeall padpoll paldl 2ol g
e gocmedd Auzeadl il sy - ol dd @Siuzee G1.2022 S0

~



viag il Jugaill Cu

=4

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 Q3-2022 results.

® The latest International Monetary Fund (IMF) October 2022
forecasts Kuwait to register 8.7% GDP growth in 2022, the
highest growth among all the GCC countries, and better than their
forecast in April 2022 which was 8.2%. The notable expected
growth is supported by the high oil prices and large reserve funds.
Despite the high inflation period Globally, Kuwait inflation
registered a slowing down for the fourth straight month to 4.15%
in August of 2022 from 4.24% in the previous month.

® The Central Bank of Kuwait raised its key discount rate by 25 bps
to 3.0% on September 21, 2022, bringing borrowing costs to the
highest since September 2019.

® Standard & Poor's credit rating for Kuwait stands at A+ with stable
outlook. Moody's credit rating for Kuwait was last set at A1 with
stable outlook. Fitch's credit rating for Kuwait was last reported at
AA- with stable outlook.

® KFH's long term credit rating stands at “A” by Fitch with Stable
Outlook, and at A2 by Moody's with Stable outlook. In addition,
KFH Group was recently named as the Best [slamic Financial
Institution in the World and in the Middle East by Global Finance
Magazine, and Best Treasury & Cash Management Bank in
Kuwait by Global Finance Magazine.

® KFH ranked first among the largest listed companies on Boursa
Kuwait in terms of a market capitalization exceeding KD 11 billion.
KFH shares listed on Bahrain Bourse as part of the successful
completion of KFH's acquisition of AUB-Bahrain which
represented a historic chapter and the beginning of the journey
for KFH as the largest Kuwaiti bank and the world’s second
largest Islamic bank in terms of assets.

With this, let me hand over the mic to our Acting Group CEO Mr.
Shadi Zahran.

Mr. Shadi Zahran:

Thank you, Fahad.
Good day ladies and gentlemen. It's my pleasure to welcome you
all to our Q3-2022 investors call.

Let me start by highlighting the Bank’s financial performance
during 9M-2022.

@ By the grace of Allah, KFH has reported net profit attributable to
shareholders of KD 205.8 million for 9M 2022; with an increase of

22.4% compared to same period of last year.

v

N

>

Sy e ple (a0 ae SugSI § Ada AT Al p gl e o i
12022 S a8 il Lyl el s ! p8ian Jglikiv LS

& 130 CagSl Jomad 01 2022 4353871 (IMF) Jouidl udill Bguive pBozy ©
ez Ot 9 el 5892022 ale 3 78.7 drwdy Jlaa! Sl sl
@19 2022 iyl § pladss (o Juadly ¢ amalsedl Oolall s Joo
Jlsallly Jaasll slasd ¢lasly pocue Logmelll adgall gaill /8.2 culS
deaall e Bais ) esaill 58 ga mi)ll Qe Aasall ubalasdl
7415 ) Jlsthl e a3t el 13l cugS § @seadll Jaea ¢ Alali
Gl il (§74.24 (502022 udawd @

dl oelal 8ads 25 jludes guat ! pimsdd) ya G cogSl el a3, @
e Lebisiaa el ) (ol IS5 28, Les 2022 et 21 §73.0
2019 eiis

8,185 a0+ A uie oSl 5 yey il 5pilin a8, A0 Glext¥l Caidiasll aay @
oSl an50 sl Gleut¥l aidatll dims @ Bydtune AubidTue
Slext¥l s Gaiiuas Bydiue Adidiwe §ylai ae AT wie 50 ,3¥
Bydiine duliiTinn §ylas pe -AA Lic §ye 5l (G cusSU

po il Ay (LB (e "A" e il glall gl e Tliy ailias @
Bybrue Llidiue 5ylat ae jasge (10 A2 B9 8 ydiume Aplidiune §ylas
Wllo Ao J4ad Bo5a clin Aegame slasl w5 oelld ) 26U
bl uilinld Jlglo Aama L8 oo Jasu¥l 3,ily @llall § adlusf
oudligld Jlgler Alma b (o cosSIN G wdally dpell 5)15Y el

oo CogSH o g2 § Aoyl SIS A ST o ¥ g ey Jisly @
3 ity el izl s 5ls slle 11 2 3glnt Ly Aoy G
Ga¥l el e oy Slgmiul uloe JLoSaul (a6 328 gyl 2 550
"oy Al Bylog sl Sad Ute 1 a1 bty gyl -l
el i oo @llall § Dol iy 2T ilp (gusS iy ST

K A gamall il iyl Jf 5855kl ity 1 J Iy
-0l gl / udl

10l a3 (gobd fucadl

e 155

Codt Lia & Buar 650 comyl of o Bobudly Slucad! Ll dias pgu

12022 o AU ol o gl | AT plolid |

A I clidd U el e gt daclidy Tuol oF J fsoma

22022 e Jo¥1 dadl!

205.8 desdy saealusdl wile oy Sl Gudizes (e "eliny plel cdll domy @
Layd 55050 <2022 (e Jo¥) Aaadll Y1 58 (e fusS Hlus Osale
ool aladl o L3 5 AAN ao Aylae %22.4




viag Sl Jugaill Cu

Kuwalt Finance House

Earnings per share for 9M 2022 reached 21.9 fils; with an

increase of 19.9% compared to same period of last year.

Net financing income for the 9M of the year reached KD 508.5
million; with an increase of 14.8% compared to same period of
last year.

We achieved strong financial results despite of challenging
macro-economic environment with high inflation, economic slow-
down and fear of recession. Our strong results are driven by our
customer centric approach with focus on high quality products
and services, diversification, and sustainability of earnings.

KFH achieved growth in all key performance indicators including

earnings, liquidity, besides the continuous

improvement in asset quality.

capitalization,

KFH achieved a key milestone and successfully completed
acquisition of Ahli United Bank B.S.C. transaction effective date
was 2nd of Oct 2022. The acquisition of AUB is a transformational
transaction for KFH and brings significant benefits to all
stakeholders, including:

-  Strengthen KFH’s leadership position in two home markets
and Islamic banking industry

- Earnings accretion for KFH shareholders

- Propels KFH's regional footprint with access to new
markets (including UK and Egypt),

-  Enhancement of business segments mix and geographic
distribution

-  Significant operational efficiencies

Our focus remains on automation and digitalization including use
of Robotics Process Automation (RPA) and Artificial Intelligence
(Al) in banking operations to enhance performance and
efficiency. To achieve this KFH has entered into strategic
partnerships and agreements with several innovative digital
solutions providers and Fintech companies.

KFH has proven its commitment and leadership in Corporate
Social Responsibility (CSR) by participating in various
community, relief, and humanitarian initiatives inside and outside
Kuwait. These include:

- Restoration of the damaged parts of Al-Mubarakiya to
rehabilitate the market in a manner that befits Kuwait and
its ancient heritage,

- Paying off the debts to release defaulting debtors,

- In addition to community initiatives in various fields such as
health, education, environment,

needs, and more.

persons with special

- KFH also participated in various social campaigns in
collaboration with the Kuwaiti Red Crescent, with whom we
have a strategic partnership to implement relief and
community initiatives.
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e KFH continues its role and endeavor in supporting national
economy by participating in major development projects in the
GCC and international markets in various fields. KFH also plays
the role of lead arranger of major syndicated facilities for
institutions and governments.

With this, let me ask my colleague Mr. Jamal Alhumiari — Deputy

General Manager Group Financial Control.

Thank you.

Mr. Jamal Alhumiari:

Thank you, Mr. Shadi. ASA and good day everyone, I'll be
presenting the financial performance of KFH group for the nine
months period ended 30 September 2022.

® The Group has achieved Net Profit After Tax attributable to
Shareholders for the period ended 30th September 2022 of KD
205.8mn higher by KD 37.7mn or 22.4% compared to 9M-21 of
KD 168.1mn.

® The higher profits is mainly from increase in total operating
income and lower provisions partly offset by net monetary loss
resulting from application of 1AS-29 “Financial reporting in
Hyperinflationary Economies” on the financial statements of
Kuwait Turkish Participation Bank (KTPB).

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

@ Financing income has witnessed an increase by KD 128.4mn or
19.3% compared to same period last year mainly due to increase

in yield and average profit earning assets.

@ Net financing income at KD 508.5mn increased by KD 65.5mn or
14.8% compared to same period last year mainly due to increase
in financing income by KD 128.4mn offset by increase in finance

cost and distribution to depositors by 62.9mn.

@ Net Operating income at KD 463.4mn increased by KD 99.1mn
or 27.2% compared to same period last year; mainly from
increase in net financing income by KD 65.5mn, increase in
Investment income by KD 26.1mn and increase in fees and

commissions by KD 10.3mn

® |ooking at the operating income profile, contribution of net
financing income slightly declined from 75% in 9M-2021 to 73%
in 9M-2022. This is mainly due to the increase in contribution of

investment income to total operating income.
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Moving on to the next slide, non-financing income at KD 189.5mn
is 28.2% higher compared to same period last year mainly due to

increase in investment income and fees & commissions.

Increase in investment income by KD 26.1mn is mainly due to
lower losses incurred on Islamic derivative transactions (mainly
swaps) entered by our subsidiary Kuwait Turk to fund TL short

position.

Increase in fees and commissions by KD 10.3mn is primarily
related to core banking activities mainly due to increase in

transaction volume.

Total Operating Expenses at KD 234.6mn are KD 8.1mn or 3.6%
higher than same period last year mainly due to increase in Staff
costs and G&A. Increase is mainly attributable to higher inflation

in Turkey.

Cost to income ratio for 9M 2022 was 33.61% compared to
38.34% for 9M 2021. Reduction in C/| ratio is mainly due to

increase in operating income by KD 107.2mn or 18.1%.

C/I ratio of KFH-Kuwait for 9M 2022 was 32.08% which is below
both the local Islamic Banks average of 48.9% and local
conventional Banks average of 42.8% (calculated from published
financials for H1-2022)

Average Yielding Assets is up by 5.3% compared to FY2021 and
6.2% compared to 9M-2021, mainly from the growth in Financing
receivables (avg. financing receivables is up by KD 0.8bn
compared to 2021 and by KD 0.9bn compared to 9M-21)

Group NFM for 9M 2022 at 3.23% is higher by 30bps compared
to 9M 2021. Average Yield improved by 72bps while average
COF also increased by 42bps. Improvement in NFM is due to
increase in local and international benchmark rates and higher
yield from inflation linked Turkish Sukuk as a result of high

inflation.

Looking at provisions and impairments, group total impairment
charge decreased by KD 58.6mn or 49.6% to reach KD 59.6mn
for 9M-2022.

Credit provisions charge net of recoveries for 9M-2022 amounted
to KD 8.5mn lower by KD 104.7mn compared to KD 113.2mn in
9M-21. Reduction in provision on credit compared to same period
last year is mainly reflecting the improvement in assets quality
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involving recoveries in addition to lower precautionary provisions
in the view of continuous improvement in group asset quality and
coverage ratio.

Impairment related to investments and others for 9M-2022
amounted to KD 51.1mn, an increase of KD 46.1mn compared to
9M-2021. This is mainly due to increase in ECL charge on
investment in Sukuk by KD 41.3mn.

During the current period group has recorded ECL of KD 25.4 mn
on Investments in Sukuk mainly on account of downgrade in
sovereign rating of Turkey compared to ECL reversal of KD
15.9mn recorded during the 8 months period ended 30 Sept 2021
which was attributable to improvement in macro-economic

factors.

Additionally in Q-1 2022, group recorded pre-cautionary provision
of KD 10mn against group real estate exposure in view of

potential negative impact of Russia-Ukraine Conflict.

I would like to emphasize that at KFH we adopt cautious approach
towards provisioning. This has contributed to credit provision
balance exceeding ECL required as per CBK IFRS 9 by KD
382mn as of 30 September 2022.

Moving to the Net Monetary Loss chart, During the current period
Turkish economy was classified as Hyperinflationary economy.
Application of 1AS-29 on the financial statements of KTPB
resulted in recognition of net monetary loss of KD 85.2 million in
the current period.

Moving onto balance sheet

Total Assets at KD 22.7bn increased by KD 0.9bn or 4.0% in 9M-
2022.

Net financing receivables at KD 12.5bn increased by 9.8%.

Growth in financing receivables is mainly in Kuwait in both;
Corporate and Retail while growth in Turkey suffered from
devaluation of Turkish Lira during the current period. Overall
growth in financing receivable in 9M 2022 without impact of TL

devaluation was around 14.5%.

Investments in Sukuk at KD 3.1bn has increased by KD 0.35bn
or12.7%.

Additionally, deposits for 9M-22 at KD 15.9bn are slightly lower
by KD 9m or 0.1% compared to FY 2021 level. Growth in deposits

without impact of decline in Turkish Lira was 3.3%.
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® The group was able to maintain favorable deposits mix with
healthy contribution from CASA deposits at 52.6% of total group
deposits as at the end of 9M-22.

® Customer deposits as a percentage of total funding at 82.2%
reflects healthy funding mix and shows robust liquidity.

® [n the last slide looking at the key performance ratios which
reflects improvement in profitability as explained earlier.

- ROAE from 11.82% to 14.29%
- ROAA from 1.31% to 1.49%

- C/l ratio from 38.34% to 33.61%
- EPS from 18.26 fils to 21.90 fils

® NPL ratio improved to reach 1.35% (as per CBK calculation) in
9M-22 compared to 1.60% for 2021.

® Provisions Coverage ratio for Group is 382% in 9M-22 compared
to 326% for 2021

This concludes my presentation. We will now wait for some time for
your questions to come-in before we provide our response.

Mr. Ahmed Al Shazly:
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):
® Piease share the following metrics, gross non-performing loans

ratio, cash coverage levels, NIMs, CAR and CET1 ratio.

Answer (1) Mr. Shadi Zahran:

® Thank you, Rami. Some of them Mr Jamal already explained, but
I'll repeat. The NPL ratio for the group now stood at 1.35%.
For the coverage ratio, from the provisions 382% at the group
level versus 326% for 2021. Net financing margin increased by
30bps compared to same period last year, reaching 3.23. the
group CAR is at 17.68% compared to 18.69% for last year.
| would like to highlight here that Sept 2022 ratio does not include
the interim profit and it is at the same level of first half CAR ratio
of 17.7%. Tier 1 reached 16.05%, and CET1 reached 14.02%.
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¢ That would be important fo mention our subsidiary in Turkey
improved the NPL from last year, 2.49 to 1.7, and the coverage
from provisions as seen at the group level, it's actually 384% total
provision coverage for Baitak Turkey. Hopefully, | answered all

parts of the question.

Question (2):

® Could you explain the lower minority interest in the third quarter
2022, which means profits of the Turkish subsidiary dropped
significantly? Is it due to higher taxes?

Answer (2} Mr. Shadi Zahran:

® Actually the contribution from the Turkish subsidiary didn't, over
all, dropped. but if you look at the three-months Q3 only the
minority interest is lower. The tax has impact on that, and mainly

the impact of the hyperinflation we encountered.

Question (3):

e Why were the forex gains negative in this quarter? Also, why did
investment income increase?

Answer (3) Mr. Shadi Zahran:

® For the forex, again a contribution from Kuveyt Turk is actually
what is impacting this for the quarter, and then lower than the
similar period last year. For the investment income increase, it's
mainly due to last year accounted losses incurred for the Islamic
derivative transactions entered by our subsidiary Kuveyt Turk to
fund the TL short position. So actually, last year was lower. This
is the normalized, | would say, level, or will be the normalized
level, and that what was impacted last year from losses incurred

on Islamic derivative transactions, mainly swaps.

Question (4):

® Qut of the net financing margin expansion this year, how much
can be attributed to Turkey?

Answer (4) Mr. Shadi Zahran:

® Actually, Turkey contribution, is not impacted, and that's because
two-thirds of their balance sheet, is in foreign currency. They
maintained their contribution from participation in the CPI-linked
sukuk, which works like a structured hedge against net monitory
loss t recorded in our income statement due to application of IAS
29. So yes, their contribution is actually still maintained at the
same level for the group.
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Question (5):
® What is your long-term return on equity target?

Answer (5) Mr. Shadi Zahran:

@ |t's actually still within the same as we always mention, but we are
now achieving it very closely, so 15% is our long-term seems
sustainable and achievable in the near future. Now, we are at
14.29%.

Question (6):
® What are the drivers of higher net financing margin in nine-
months 20227 Is it attributed mainly to Turkey or also to higher

rates leading to NIM expansion in Kuwait?

Answer (6) Mr. Shadi Zahran:

@ Actually, to both. And as | mentioned for Turkey, it's still
maintaining the contribution because offset the hyperinflation
accounting form Turkey is a significant portion of the income
generated from the CPI-linked sukuk, and as | said, from, as well,
similar to the market related to the increase in benchmark rates
in Kuwait and outside Kuwait as well, actually for our net financing
margin is improved. And it's in line with our expectation as we
clearly indicated earlier in similar calls in Q1 and Q2.

Question (7):

® Can you please share some thoughts on the outlook for NIMs and
loan growth in 2023, please? Thanks.

Answer (7) Mr. Shadi Zahran:

® As|just mentioned, our NFM increased by 30 bps, which is in line
with what we expected and highlighted in the previous analyst
calls. We expect we can maintain it at the current level for the rest
of the year. 2023, it depends on how the Feds and discount rate
would be changing in 2023, but further increases being positive
for the KFH Group.

Question (8):

® Could you disclose primarily integration costs, if any, from the
acquisition of AUB?

Answer (8) Mr. Shadi Zahran:

® | can share with you, first, the synergies from the cost is much
higher than similar transactions in the region for the banks who
had the acquisitions as | reviewed since 2006. We expect highest
potential synergies, as was disclosed. And the good point here is
the total integration cost is in between the range of 1.15 to 1.2
times of the run rate synergies, which is again better than peers
in similar transactions.
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Question (9):
® And for the loan growth, please?

Answer (9) Mr. Shadi Zahran:

® As you see, we exceeded 9% for the first nine months for the loan
growth, despite of the impact of the Turkish lira devaluation for
our subsidiary in Turkey. We expect that will be maintained at
high-single-digit, or maybe we exceed it slightly for this year, for
2022, for the rest of the year.

Rami Hammoudi:
That was the last question. Thank you Ahmed.

Ahmed El-Shazly:

Thank you, Rami. So | guess this ends our call today. I'd like to
thank everyone for joining, and thanks to the management for
taking the time. Have a good day, everyone.

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...
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