e gasmald Souaiildl s )
Group Chief Executive Officer

Date; 29 October 2019
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Ref 1010/ L{?’-‘? {2019

To: Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you

Subject: Disclosure of The KFH's Analysts
Conference for @ 3 /2019

gl Jygaill cuy

Kuwait Finance House

~2019 g
al44] I e 1 g
2019/ 4 F9 J10/10 syl

29 iyl

Crea el Cugsdl A g / Baluudl

4S9 Al A yy @Sile 2]

ol paige e iy 7 lad] ipgubsl]
2019 LJGJ1 all

In reference to the above, and in line with Kuwait Finance
House 'KFH' interest in adhering to Boursa Kuwait Role
Book (Article 8-4-2/4), KFH would like to report the following:

Further to the previous disclosure on 29 October 2019,
the Conference Minutes of Meeting Q3/ 20189 is attached.

A copy of the same has been submitted to CMA.

Best Regards,

Shdi Zahran
Acting Group CEO
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Kuwait Finance House ﬂ)
Quarter 3 2019

Kuwait Finance House Earnings Webcast Transcript
Monday, 28t October 2019, 2:00 pm Kuwait Time
Speakers from Kuwait Finance House Executive Management:

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

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

e Mr. Ahmed El Shazly, EFG-HERMES.
The beginning of the live webcast text-

Good afternoon ladies and gentlemen and welcome to the Kuwait Finance House Q3 2019
results webcast. This is Ahmed El Shazly from EFG-Hermes and it is a pleasure to have with

us on the call today:
e Mr. Shadi Zahran, Acting GCEO & GCFO
e Mr. Fahad Al-Mukhaizeem, GCSO
And we are also joined today by the following attendees:

e Norges Bank Investment Management

HSBC

e (I Capital

e Al Rayan Investment

e Franklin Templeton

e Dark Horse Capital

e Wafra International Investment
e Fiera Capital

e Aventicum Capital Management
e NBK Capital

e HSBC

e FIM Partners

e ADIA
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e ENBD AM

e EFG HERMES

e Bloomberg Intelligence

e Standard Chartered Bank

In addition to other esteemed institutions...

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 I 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 Q3 earnings call for Kuwait Finance House Group. I am Fahad Al-
Mukhaizeem, Group Chief Strategy Officer. Today, we'll be covering highlights of
Kuwait’s operating environment with an overview on KFH. We'll also share with

you KFH's strategy, as well as Q3-2019 results.

GDP growth in Kuwait is expected to pick up in 2020 to reach 3.1% after a bit of a
slowdown expected in 2019. The Consumer Price Index (CPI) is expected to reach 1.8%

in 2019 as the IMF expects inflation to increase to 3% in 2020.
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Fitch recently affirmed Kuwait Finance House's (KFH) Long-Term Issuer Default Rating

(IDR) at 'A+' with a Stable Outlook. Fitch has also affirmed the bank's Viability Rating
(VR) at 'bb+".

KFH won Best Islamic Financial Institution in the world for 2019 from Global Finance

which confirms KFH's leadership and success globally.

Currently KFH’s branch network exceeded 509 branches around the world, thus
continuing our key strengths which include Strategic distribution channels in addition

to our robust financial performance.

The success of the digital transformation strategy in the Group, pointing to a qualitative
move in rolling out digital financial solutions, such as the self-service banking services
and Al-enabled robotics. KFH launched the first ever Mobile Deposit of Cheques service
to customers where they can simply log into their KFH mobile app, go to the cheque
deposit menu and take a picture of both sides of the cheque using their smart phone
camera. The funds will then be deposited directly into their accounts through the KFH
Online app.

KFH also succeeded in enhancing security and data analysis, upgrading the
infrastructure and e-service platforms in order to improve customer experience which
becomes a strategic factor in continuing or actually in confronting the challenges of
digitalization and adapting to fast-paced and competitive environments in the banking
sector in accordance with the highest standards. KFH aims to expand its operations in
the Middle East and Europe through the services of the “digital bank” in Turkey and the
“Jazeel” platform in Bahrain, in addition to the modern, sophisticated and highly efficient

online services.

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

Mr. Shadi Zahran: Thank you, Fahad. Alsalam Alykum good day ladies and

gentlemen. I am Shadi Zahran, the Group CFO and Acting Group CEO. It's my pleasure
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to welcome you all to the third quarter 2019 earnings call. Let me start by

highlighting the financial performance of Q3-2019:

KFH Group reported Net Profit of KWD 190.5 million until end of Q3 2019 for KFH
Shareholders compared to KWD 169.1 million for the same period last year represent

an increase of 12.7%.

Total Financing Income for Q3 this year reached KWD 701.2 million an increase of
10.2% and Net Operating Income for Q3 this year reached KWD 393.0 million with a

growth of 7.0% compared to the same period last year.

Cost to Income Ratio dropped to reach 36.1% for as at the end of Q3-2019, compared

to 37.7% for the same period last year.

Earnings per Share for the third quarter of 2019 reached 27.67 fils, compared to 24.58

fils for the same period last year i.e. an increase of 12.6%.

Our double-digit growth in net profits and the bank’s positive financial indicators are
results of the successful sustainability strategy of focusing on core banking activities,
exiting non-strategic investments, and improved assets quality. Also, the ongoing
increase in net operating income backed by the increased operating income and

controlled costs had a positive impact on net profit.

We are on track in promoting synergy among the Group's banks in line with the

strategies aimed to utilize the strength of the markets we operate in.

KFH is a major player in financing mega projects and supporting the National
Development Plan, Kuwait Vision 2035 to transform the country into a regional and
global financial and commercial hub. We financed many projects including energy,
water, power, infrastructure and construction. We also have a global leading role in

Sukuk issuances for local and international companies and governments.

KFH Capital launched the first REIT Fund to be listed in Boursa Kuwait with a capital of
up to KWD 100 Million with monthly distributions to diversify investment opportunities
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for its customers, by providing new tools that contribute to achieving profitable returns,

and take advantage of market developments locally and regionally.

Finally, regarding the potential acquisition and merger with AUB Bahrain, we have
disclosed to the regulatory authorities and the market the latest developments in this
regard and there are no further updates at this time. 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.

Now, I will move to the financial performance in details for the Group. As I

mentioned earlier,

The Group has achieved Net Profit After Tax (NPAT) attributable to Shareholders for

the period ended 30th September 2019 of KD 190.5mn higher by KD 21.4mn or 12.7%

compared to the same period last year of KD 169.1mn.

Financing income increased by KD 64.8mn or 10.2% resulted mainly from the increase

in average yielding assets.

As we will see in the next slide, Net financing income (NFI) has decreased by KD
(9.2) mn or (2.3%) compared to same period last year. This is due to increase in Cost of
Fund (COF) by KD 74.0 mn which is partly offset by the increase in financing income of
KD 64.8mn. increase in COF is mainly due to the full effect of increase in benchmark
rates impacting financing cost, and the increase in distribution to depositors as a result

of higher group profitability with the concentration on Mudaraba based deposits.

Net Operating income at KD 393.0mn increased by KD 25.6mn or 7.0% compared to
Sept-18, and the increase is mainly from the Investment Income by KD 43.1mn offset
by the decrease in NFI by KD (9.2) mn. The increase in investment income by KD 43.1mn
is mainly attributable to finalization of projects and divestments which led to increase
in investment income to total operating income to reach 15.6% compared to 9.0% last

year. However, the other non-yielding income contribution remained at 20%.
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Next Slide: Total Operating Expenses at KD 222.1mn is at the same level as compared

to prior year.

And that’s mainly due to continuous efforts at the Group level made towards cost
optimization and rationalization which has resulted in the containment of costs despite
expansion of Banking Business and inflationary conditions seen in some markets where

the group operates.

Then, Cost to income ratio improved by a further 157bps to reach 36.11%. Displaying

an improved efficiency and optimized operating expenses.

Furthermore, with regards to cost to income ratio at KFH-Kuwait, C/I ratio at 32.1% is
below both the local Islamic Banks average of 41.2% and local conventional Banks

average of 37.0% (calculated from published financials for H1-19).

Looking at the Average Profit Earning Assets is up by 7.5% compared to Sept 2018,
maintaining the growth momentum of yielding assets for the past few years. (avg. YoY

financing receivables and MM is up by KD 0.7mn and avg. Sukuk is up by KD 0.3mn)
Group NFM at 3.14% shows a 4bps decrease compared to 2018 of average 3.18%.

Group average yield slightly improved despite the increase in the local and international
profit rates mainly on account of aggressive market competition and slow discount rate
evolvement compared to Fed rate. However, as mentioned earlier the COF is higher as
compared to 2018 same period on account of KFH increased profitability and higher

market rates.

The group total provisions and impairment charge increased by KD 13.8mn or
10.6% to reach KD 145.0mn. Higher provisions on financing by KD 78.8mn is on
account of precautionary provision of KD 60mn recorded at group level on our Turkish

subsidiary financing portfolio on conservative basis in view of market outlook,

Provisions and impairment for investments and others decreased as compared to last
year from KD 97.7mn to KD 32.7mn due to the last year one-off impairment for certain

legacy properties in GCC.
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Net Operating Income (before provisions) from banking activities remained at

over 90% of group net Operating income

In this slide, Total Assets at KD 19.0bn increased by KD1.2bn or 6.9% over 9 months
period (Sept-19 vs. Dec-18).

The group achieved an outstanding growth in deposits for the period 9M-19 of KD
1.5bn or 12.5% with contribution from all banking operations reflecting customers
confidence in KFH group across all entities besides the results of investments made in

digitalization

Additionally, the favorable deposits mix continues to show very healthy contribution
from CASA deposits which represents 44.5% of total group deposits as at the end of 9M
2019 — maintaining same level during the past few years. It is also worth to mention that
KFH Kuwait dominates the saving accounts with market share of 41.4% (as per CBK

latest published reports, Aug-19).

Financing receivables at KD 9.4bn increased by 1.8% over 9 months period (Sept-19
vs. Dec-18). Growth without TRL devaluation in 2019 is 2.9%. Growth in financing
receivables contributed from Kuwait, Turkey and Bahrain despite the market
competition and challenges while other international banking entities demonstrated

slower growth focusing on asset quality.

Investments in Sukuk at KD 2.1bn increased by KD 568.6mn or 36.4% since Dec-18
with a growth contribution from all banking entities and the majority of the balance
represents investment in Sovereign Sukuks. The growth in Sukuk portfolio is a response
of the growth in deposits in all markets we operate in with limited good asset quality

financing opportunities and group’s overall Risk profile.

Customer deposits as a percentage of total deposits at 82.7% continues to improve

reflecting the healthy funding mix and shows robust liquidity.

In the last slide looking at the key performance ratios, the group compared to last year

same period is as follow:
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ROAE from 12.49% to 13.41%
e ROAA from 1.55% to 1.47%

* C/Ifrom 37.68% to 36.11%, and
« EPS moved from 24.58 fils to 27.67 fils for 9M19

It is worth mentioning in regard to asset quality that NPL ratio reduced to reach
1.73% (as per CBK calculation) in Sept-19 compared to 2.83% at Sept-18 (2018:
1.99%) on account of the improvement in overall risk profile of the Bank supported by

recoveries and write-offs.
Coverage ratio (provision) for Group is 225% in Sept-19 (2018: 191%).
Coverage ratio (provision + collateral) for Group is 275% in Sept-19 (2018: 247%).

With that I conclude the financial part, thank you.

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: Loan growth outlook in Kuwait? update on project awards? consumer
appetite? Reason behind big increase in deposits? NIM outlook? reason behind
weakness in fees and commission income?

Maha Soueissy - Schroders

Answer by Mr. Shadi: As I mentioned the growth came from all banking subsidiaries,
mainly from Kuwait and from all sectors, in retail came less than the corporate in
Kuwait. The outlook is expected to remain at the same level. Fees & commission is
actually reflecting or is associated with the growth of the portfolio this is one part and
the other part is some fees were eliminated this year due to the regulations especially
in the retail area.
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Question 2: Can you please elaborate more on a q/q increase in net interest income
to KWD145m in Q3 19 from KWD122m in Q2 19?7 What's behind this jump and what
should we expect going forward?

Aybek Islamov - HSBC

Answer by Mr. Shadi: Actually, for us its net financing income and not net interest
income and the net financing income is actually reflecting the increase in the average
yield assets, this is one.

The other part costs of fund at the 3rd quarter will be less as compared to the 2nd
and 1st quarter and here we have mainly two reasons reflecting more stability now
and deposits mix changed more too. We noticed from Wakala to Mudharaba, besides
the provision that I mentioned that we took it conservatively on Turkey is affecting
the distribution of the Mudharaba deposits.

Question 3: Can you clarify the date for the merger? The date was previously
mentioned as H1 2020 in terms of getting approvals and doing a share swap. However
as per a recent interview with the CEO mentioned it will be completed 2021 end. Can
we please have clarification on the statement?

Hamad Al Ebraheem - NBK Capital

Answer by Mr. Shadi: As I mentioned, all the disclosures were published and will be
published as well as and when it comes available. Recently as you know and
published, we got the CBK approval conditional for some details working on and next
step will be the AGM, but anything, any update will be published as per CMA and CBK
regulatory authorities as and when it comes available, In Sha’ Allah.

Question 4: Can you explain the decline in financing cost and distribution to
depositors in 3Q19 compared to 2Q19, which resulted in margin expansion?

Waruna Kumarage - SICO Bank

Answer by Mr. Shadi: Already explained, I explained it.
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Question 5: What's driving the growth in investment income? Hamad Al Ebraheem
- NBK Capital

Answer by Mr. Shadi: It is as [ mentioned the divestment for the three quarters for
the full nine months. The divestment, the group made is around 75 million KWD and
that brought profit of gain of almost 25 million KWD versus last year for the same
period only 6 million KWD, so mainly coming from the divestment.

Question 6: What is the normalized yield of the investment portfolio?
Waruna Kumarage - SICO Bank

Answer by Mr. Shadi: The normalized income for the investment portfolio if you
simply take the divestment gain that I referred to 25 million KWD, that would be the
normalized income on the investment part.

Question 7: Main reasons for increase in Cash and other asset? Please Clarify reasons
for increase in tax expense? Fahad Al Awadi - Wafra International Investment

Answer by Mr. Shadi: Reason for increase in cash as you know reflecting the balance
sheet development increase when we had increase in deposits by 1.5 billion KWD for
the nine months compared to December, as you see the development in the financing
receivable is 1.8 %, and if you exclude the Turkish Lira devaluation it is 2.9%, and
then the Sukuk, so KFH always is at healthy liquidity position. The other part was the
tax, this [ think was explained the first quarter, the increase in the tax was the one-off
tax we took in the first quarter on our subsidiary in Malaysia and that was explained
as I recall and that we carried until the 3rd quarter due to change in the tax law, and
we took it in the first quarter.

Question 8: CASA contribution as of the end of Sep please? Sara Boutros - CI Capital
Answer by Mr. Shadi: As [ mentioned, the CASA is very stable for the past (actually

long period) 5 years was the stable same ratio between 45% and 44% and now it is
as I mentioned, 44.5% at group level.

Question 9: Is the decrease in funding cost achieved in 3Q19 sustainable?
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Waruna Kumarage - SICO Bank

Answer by Mr. Shadi: [ would say the net financing margin is sustainable and started
actually to improve as compared to first and second quarter, and I explained the
reasons behind the decrease cost of funds.

Question 10: On the back of Central Bank of Turkey's directives do you expect
additional impairment of loans at the Kuwait Turkish participation bank?

Waruna Kumarage - SICO Bank

Answer by Mr. Shadi: By the ways as [ mentioned the 60 million KWD we took is a
precautionary provision at the group level over and above what our subsidiary takes
as provision at their books following the regulatory there, as you know here during
2018 and let me just explain a bit behind the precautionary provision as you know
during the 2018 and mainly in August after when the currency deteriorated heavily
in Turkey.

Turkey witnessed a downturn in the economic growth with decline in value of
Turkish Lira as you know and that affected the various or put pressure on various
industrial sectors in Turkey to service their debts and recovery issues became more
visible in the current economic situation of Turkey and for the that we’ve done our
assessment as a group management and precautionary we took this one-off 60
million KWD as provision at the group level for the Kuwait Turk for our subsidiary in
Turkey financing portfolio. So, it's not by the regulator it's from the group
management.

Question 11: Ok, we have a follow-up question can you repeat what’s the reason
behind the increase in deposits?

Maha Soueissy - Schroders

Answer by Mr. Shadi:The increase in deposits we witnessed in the first half and
continued in the 3rd quarter, it came from all subsidiaries with no exception... all
banking and as I said the largest portion is just reflecting the confidence from our
depositors and that’s what we used to have a growth in our deposits. However, this
year the additional incremental on that came from our investments in the... or
reflecting the results in investments of digitalization mainly in Turkey we have very
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successful -digital- experience in digital banking in Turkey and as well in Bahrain
(Jazeel), as mentioned by Fahad at the beginning of this presentation.

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 Conference....
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