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Group Chief Executive Officer

Date: 2 October 2019
3 Safar 1441
Ref: 10/10/ 432 12019

CEO - Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you,

Subject: Disclosure of Material Information

Fitch Credit Rating Report of KFH
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In reference to the above, and in interest of Kuwait
Finance House “KFH” at adhering to Article (4-1-1/18) of
Chapter 4 ‘Disclosure of Material Information’ of CMA
Book 10

Transparency), KFH would like to report the following:

Executive Bylaws (Disclosure and

® Fitch Ratings has affirmed Kuwait Finance
House’s Long-Term Issuer Default Ratings at A+
with a Stable Outlook. Fitch also has affirmed the
bank’s Viability Rating at bb+ and assigned KFH's
trust certificate issuance programme final long-

term of A+ and short-term ratings of F1.

® There is no impact on the KFH’s Financial Position

as a result of confirmation / support ratings.

Attached is the Appendix (9) ‘Disclosure of Credit
Rating Form' that has been submitted to Capital Markets
Authority.

Best Regards,
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2 October 2019

Kuwait Finance House (KFH)

Appendix (9)

Disclosure of Credit Rating Form

Fitch Credit Rating Report of KFH
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Date

Name Of Listed Company

Entity Issues The Rating

Ratings Category

Rating Implications

Rating Effect On The Status
Of The Company

Outlook

2 October 2019

Kuwait Finance House (KFH)

Fitch Ratings

® | ong-term IDR affirmed at A+ with a Stable Outlook.

| ® Short-term IDR affirmed at F1.

| @ Viability Rating affirmed at bb+.

® Support Rating affirmed at 1.

® Support Rating Floor affirmed at A+.

® A: High credit quality:
‘A’ ratings denote 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.

*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'.

| ® F1: Highest short-term credit quality.

Indicates the strongest intrinsic capacity for timely payment of financial commitments; may
have an added “+" to denote any exceptionally strong credit feature.

B bb Speculative fundamental credit quality.
'‘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.

® The modifiers “+" or “-" may be appended to a rating to denote relative status within major
rating categories.

There is no impact on the Financial Position of KFH.

Stable Qutlooks.




Translation Of The Press Release Or Executive Summary

® Fitch Ratings has affirmed Kuwait Finance House’s Long-Term Issuer Default Ratings at A+ with a Stable Outlook, also has

affirmed the bank'’s, A full list of rating actions as follows:
® | ong-term IDR affirmed at A+ with a Stable Outlook.

® Short-term IDR affirmed at F1.

® Viability Rating affirmed at BB+.

® Support Rating affirmed at 1.

® Support Rating Floor affirmed at A+.

® The Support Rating (SR) and Support Rating Floor (SRF) of KFH reflect Fitch's view of an extremely high probability of
support being provided by the Kuwaiti authorities to all domestic banks if needed.

® Fitch's expectation of support from the authorities is underpinned by Kuwait's strong ability to provide support to domestic
banks, as reflected by the sovereign rating (AA/Stable).

® The Stable Outlook on KFH's Long-Term IDR reflects that on the Kuwaiti sovereign rating.

® The VR reflects the bank’s high-risk appetite, It also factors in KFH's leading Islamic franchise in Kuwait, solid asset quality,
resilient profitability, good capital ratios that compare well with peers and stable funding, as well as a fairly table operating

environment in Kuwait.

B KFH has a strong franchise as the largest Islamic bank in Kuwait and the country's second-largest bank, with a market
share of about 22% by assets at end-1H19.

B KFH's asset quality is solid. The Fitch-calculated impaired financing ratio was down to 2.2% at end-1H19 compared to 2.9% at
end-2017.

® KFH's profitability is resilient. KFH's net profit margin (3.2% in 1H19) is higher than peers' due to higher profit rates in some
countries where the bank operates (especially Turkey) and large low-cost retail deposit base Cost efficiency and optimisation
across the group also support profitability, with a cost-to-income ratio falling to 40% in 1H19 compares with (41% in 2018 and
44% in 2017).

B KFH's regulatory capital ratios are sound and compare well with peers, while the bank's Fitch Core Capital ratio (14.9% at end-
1H19) remains adequate. Divestments and substitution of equity securities with sukuk, together with reduction in trading and

investment properties, have reduced risk-weighted assets (RWAs) and supported capital ratios.
® KFH's dividend pay-out ratio is high relative to some peers. Fitch believes that KFH has the capacity to raise capital if needed.

® KFH's funding is supported by a large retail franchise, and has historically been stable and diversified. Retail deposits
represented 72% of Fitch-calculated customer deposits at end-1H19. As a result, KFH's deposit concentration is lower than

peers'.
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