Date: 5 September 2023
Ref: 10/10/452 /2023

To: Chief Executive Officer
Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you,

Subject: Disclosure of Material Information

Credit Ratings Commentary Issued by
Fitch Ratings

Kuwait Finance House
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With reference to the above and as part of Kuwait Finance
House ‘KFH’ responsibility to comply with the requirements
Article (4-1-1/18) of Chapter 4 ‘Disclosure of Material
Information’ of CMA Executive Bylaws Rulebook 10 (Disclosure
and Transparency), KFH would like to report the following:

The report issued on 5 September 2023 of Fitch Ratings
has affirmed Rating of Kuwait Finance House (K.S.C.P.)'s
as follows:

® The Long-Term Issuer Default Rating (IDR) at ‘A’ with a
Stable Outlook.

® The Short-Term Issuer Default Rating (IDR) at 'F1'.
® The bank's Viability Rating (VR) at 'bb+".

® Government Support at 'a".

No impact is expected on the KFH Financial Position.

Attached is the Appendix (8) ‘Disclosure of Credit Rating Form’

that has been submitted to CMA and Bahrain Bourse.

Best Regards,

Abdulwahab Issa Al-Rushood //_5

Acting Group Chief Executive Officer
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5 September 2023

Kuwait Finance House (KFH)

Appendix (8)

Disclosure of Credit Rating Form

Credit Ratings Commentary Issued by
Fitch Ratings
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Date 5 September 2023

Listed Company Name

Ticker No. 108

Entity Issues the Rating
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Rating Category

High Credit Quality
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‘A’ rating denotes to the expectations of low default risk. The
capacity for payment of financial commitments is considered
strong. This capacity may, nevertheless, be more vulnerable to
adverse business or economic conditions than is the case for
higher ratings.
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bb’ ratings denote moderate prospects for on-going viability. A
moderate degree of fundamental financial strength exists, which
would have to be eroded before the bank would have to rely on
extraordinary support to avoid default. However, an elevated
vulnerability exists to adverse changes in business or economic
conditions over time.
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F1 Highest Short-Term Credit Quality
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Indicates the strongest intrinsic capacity for timely payment of
financial commitments; may have an added “+” to denote any

exceptionally strong credit feature.
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The modifiers “+” or “-” may be appended to a rating to denote
relative status within major rating categories. Such suffixes are
not added to the ‘AAA’ Long-Term IDR category, or to Long-Term
IDR categories below ‘B’.
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Rating Effect on the Status of The Company

No impact is expected on the KFH’s financial position.
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Stable Outlook.
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Translation of the Press Release or Executive Summary
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® The report issued on 5 September 2023 of Fitch Ratings has
affirmed Kuwait Finance House (KFH) Long-Term lIssuer

Default Rating (IDR) at A’ with a Stable Outlook.

Fitch has also affirmed the bank's Viability Rating (VR) at
'bb+'.

KFH's IDRs reflect potential support from the Kuwaiti
authorities, as reflected in its Government Support Rating
(GSR) of 'a'. The Stable Outlook on KFH's Long-Term IDR

reflects that on the Kuwaiti sovereign rating.

The ‘F1’ Short-Term IDR is the lower of two options mapping
to a ‘A’ Long-Term IDR because stress for KFH would likely
come at a time when the sovereign itself is experiencing

some form of stress.

The Viability Rating (VR) reflects KFH’s high risk appetite,
which puts pressure on the bank’s asset quality. The bank’s
capitalisation is only adequate for its exposures to high-risk
markets and high concentrations. The VR also reflects the
bank’s leading Islamic franchise, good risk management,
increasing profitability and strong funding and liquidity.

The Kuwaiti authorities have a strong ability and willingness
to provide support to domestic banks, irrespective of the
banks' size, franchise, funding and level of government
ownership. This view considers the record of supporting
domestic banks and the willingness to maintain market
confidence and stability, given high contagion risk among
domestic banks.

KFH is the largest Islamic bank and the second-largest bank
in Kuwait by local assets (end-2022: 30% of local sector
assets, including Ahli United Bank K.S.C.P. (AUB-Kuwait;
A/Stable/bbb-); KFH bank by
consolidated assets). The acquisition of the AUB group in

2022 strengthened KFH’s franchise.

is the largest Kuwaiti

KFH’s Stage 2 and 3 financing ratios (end-1H23: 9.7% and
2.2%, respectively) improved after the AUB acquisition but
remain higher than the Kuwaiti sector due to pressure from
regional markets. Potential problem-financing generation
was 1% of average financing in 1H23 and 2022. Reserve
coverage of gross financing is good (end-1H23: 4.8%). Fitch
expects some asset-quality pressure in 2023 mostly due to

regional exposures.

2023 peiiw 5 sl ssbiall Layyas § jomilsy Jided A5y cuols @
elisll e sl Byual "l GugSIl dagodl! Sy s cupiday
B yiius ebeiiun Bylai pe (A) wie Jo¥1 Aigl oLl UL

"eliy" gud (VR) 5l et e 8yuil cauniias Loyl gl cis LS @
bb+..ic

ped! "eliy 3 SlalAYL clgll e jusall 5jud Clidias uSas @
G oiSais Lo gy pe¥l a30 5] AlsSIl Slaludl (e otz
Bydiud ) dclidiud | 5y ladl Lol (@) a2y die 098l el iyl
"elig" 3 Ja¥l Agle Slal WL clagll e yuuall §yud Cidiail
SO g golwd!| aruaill uSaid

el o1 Byuad Ll UNL sLagll e siiall 8yud Ciduas Jiess ®
iduaty Olady b b e G3¥! cadadll "F1" Ggiue wis
Goiua dis aall Jo¥l gl SlelAYL cligdl e suall 5yud
Shs By §"eli" I ladall gulicw Gl O Jaizell (e ¥ AT
: el AT s sl

o Adladl bl dejs (VR) Sl paiaadl e 5,08l cidiyal uSay ©
Ll Allasy pady il Jgaal 8392 e Uogis a5 @1 "eligy”
Wle Hloliee Aigdme Blgwl e LAY ¢ 540 § ladd 43K
Laasl 5l peiaa¥l e Byudll cisinad usCasg .2adsydl SIS curug
Bla¥ly ccusSI 3 lidd Susl 1 Ansy il ae 250 gall Alaasdl
Ageadly Jogoarl! 3ol eyl 53L 39 « lolial Bl

oicl) we ol @uudt) (aigd ofdaisly 8ydds &elgSTl Sillalud! atels ©
Lladdl g dgidl o oo Hladll Gady elll a30 13 Al
Slae¥l § gl e Jsl b RsSiall 2Sle Soiumy Ledhigaly
e Blazll audly oell § ekl sl eeludl Slaludl o
ol o Adladl Gouadl Jlolies Jf Tlas o)l pdiwly @gud! A
FAPSY

Gu9S 2liy 18T illg cugSIN § dhae] iy £ST 9 G09Sl agtll cuty @
ol o %30 dgudl dias cial) ddxll Jouall Co (e
Sa¥l el Jguol rasiats 2022 ple Bl § hell § all gladll
3gziwdl 3369 .(-bbb/Bydiue Acddius §ylas /A) CugSIf -umill
Sl S 4 all A 4i¥12022 3 sl Ja¥ clidl degome o
Oldos Awd s cmill Ja¥ clidl e Slgmiudl uay @
%2.2 9 %9.7) &Ly aslidl carl Ul @ ddigall "eliy" § Jugol!
oe el Jlas LT (Jlsd! e 2023 e Jo¥l asaidl Bl
Blowdl (o sl bgaadl coy GueSIl §pall gladll
Jasgio cpe aidl 31 Alerzdl B Aaall CMgeddl wdgi iy Aadsyl
ol Audai pralg |ia 2022 9 2023 (e Jo¥l daill § Jaged!
(2023 (e Jo¥l casaidl Al § %4.8 ily) o SMgeill Jlo]

259 2023 § Jgua¥l B3g> e bogiiall (any " dd" adslis
Aasds] 3l gl e SLASY Jf I § !

27 5




® Larger business volumes, higher net financing margins
(including gains on CPI-linked securities offsetting partially
the net monetary loss from hyperinflation in Turkiye), stable
operating costs and lower impairment charges supported
KFH’s profitability in 2022 and 1H23. Fitch expects this to
continue in 2023.

KFH has large and stable retail deposits (end-2022: 66% of
customer deposits) and large current and saving accounts
(43%).

KFH completed the acquisition of 97.3% of AUB-Bahrain’s
shares through a share swap at an exchange ratio of 2.695
AUB shares for each KFH share in October 2022. KFH
exercised its squeeze-out rights and acquired 100% of AUB-
Bahrain in November 2022. The main entities of the AUB
group are AUB-Bahrain (main and parent entity), which owns
67.3% of AUB-Kuwait (74.9% excluding treasury shares),
100% of AUB-UK, 95.7% of AUB-Egypt in addition to 35% of
Ahli Bank-Oman, 80.3% of Commercial Bank of Iraq, 40% of
United Bank for Commerce and Investment-Libya and AUB-
Dubai International Financial Centre. KFH increased its
capital by KWD3,305 million to support the AUB acquisition.
Following the AUB acquisition, KFH increased its market
shares in Kuwait, expanded its footprint in Bahrain and
gained a presence in Egypt and the UK. KFH’s domestic
market shares (end-2022: 30% of local sector assets, 29% of
financing and 27% of deposits) are now close to those of
National Bank of Kuwait S.A.K.P. (NBK), Kuwait’s flagship
bank. KFH started consolidating AUB’s financial statements
at end-2022. As a result, KFH’s total assets, gross financing
and customer deposits increased by 70%, 64% and 38% in
2022, respectively.

On 31 July 2023, KFH, which owns directly and indirectly via
AUB-Bahrain 85.6% of AUB-Kuwait (95.1%

treasury shares), reached an initial agreement regarding the

excluding

merger by combination with AUB-Kuwait, whereby KFH is
the merging entity and AUB-Kuwait is the merged entity.
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