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Date: 27 October 2024
Ref: 10/10/ 687 / 2024

To: Chief Executive Officer
Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you,

Subject: Supplementary Disclosure
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In reference to the above, and in line with Kuwait Finance
House ‘KFH’ compliance with the requirements of Chapter 4 of
CMA Executive Bylaws Rulebook 10 (Disclosure and
Transparency), and with Boursa Kuwait Role Book Article
(7-8-1/4) regarding the Listed Companies Obligations (Analysts
Conference), KFH would like to report the following:
® Further to the previous disclosure on 23 October 2024,

the Analysts Conference Transcript for Q (3/2024) is

attached.

Attached is Appendix (12) "Supplementary Disclosure Form" and
"the Analysts Conference Transcript Q (3/2024)". The same been
submitted to Capital Markets Authority and Bahrain Bourse.

Best Regards,

Haitham Abdulaziz Altarkait
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Developments that Occurred to the Disclosure

® Further to the previous disclosure on 23 October 2024, the
Analysts Conference Transcript for Q (3/2024) is attached.
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The Financial Effect of The Occurring Developments

® Currently, there is no effect on KFH’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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contingent provision recorded in prior period and reversal of
ECL on debt securities during the current period resulting
from improvement in macro economic variables.

KFH cautious approach towards provisioning have
contributed to financing provision balance exceeding ECL
required as per CBK IFRS 9 by KD 514mn as of 30
September 2024.

Moving to the Net Monetary Loss, application of IAS-29 on
the financial statements of KTPB resulted in recognition of
net monetary loss of KD 117.8mn in the current period an
increase of KD 38.6mn compared to 9M 2023 due to inflation
and significant maturity of CPI linked sukuk during last
quarter of 2023.
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® Total Assets at KD 36.3bn decreased by KD (1.8)bn or
(4.6)% in 9M-24.

® Net financing receivables at KD 19.1bn decreased by KD

(289.5)mn or (1.5)% mainly due to sale of KFH Bahrain and
foreign currency volatility during the period. Excluding these
impact, group net financing receivable increased in 9M 2024
by 5.6%.

Investments in debt securities at KD 6.4bn has decreased
by KD (592.5)mn or (8.5)% mainly due to impact of KFH
Bahrain, foreign currency volatility and sale of certain debt
securities during of the period.

Additionally, deposits for 9M-24 at KD 19.9bn are lower by
KD (1.9)bn or (8.9)% compared to FY 2023 due to sale of
KFH Bahrain (Impact on Depositors’ accounts is KD 848mn)
and foreign currency volatility during the period. Excluding
these impacts, group depositors’ accounts declined by
approximately 1.9% during the current period to liquidity
management and optimization.

The contribution from CASA deposits to total group customer
deposits as at the end of 9M-24 is 42.8% and on overall basis
group continues to benefits from a large pool of low-cost

deposits.

e Contribution of customer deposits to total funding is 69.6%

compared to 71.7% in 2023.

In the last two slides, looking at the key financial ratios:
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® ROATE declined marginally from 21.78% to 21.70% due to
increase in average tangible equity.

® ROAE increased from 11.72% to 12.11%.

® ROAA declined from 1.88% to 1.85% due to reduction in
profit for the period.

® C/I ratio increased from 33.70% to 36.77% due to increase
in operating expenses as explained earlier.

® EPS increased from 28.26fils to 29.62 fils due to increase in
profit attributable to shareholders.

® Group CAR ratio as of 30 September 2024 was 17.68%
compared to 18.18% as of 31 Dec 2023.

® Tier-1: 15.87% (16.43% for 2023)

® CET-1:13.31% (13.94% for 2023)

® Group NPL ratio reached 1.86% (as per CBK calculation) in
9M-24 compared to 1.51% for 2023.

® Provisions Coverage ratio for Group is 257% in 9M-24
compared to 308% for 2023.

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

Thank you.

Ms. Bashayer Al-Otaibi:

Good afternoon, ladies and gentlemen. This is Bashayer
Al-Otaibi, KFH Senior Investor Relations Specialist.

We’ll start with your questions.

Q&A

Question (1): Ms. Bashayer Al-Otaibi

Is the deposit drag related to non- resident outflow?

Answer (1): Mr. Jamal Al-Humiari

This is mainly because of the sale of KFH Bahrain and foreign
currency volatility during the period, in addition to management
and optimization of the liquidity.

Question (2): Ms. Bashayer Al-Otaibi

What are the drivers behind subdued lending growth? And what
is your guidance for 20257
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Answer (2): Mr. Jamal Al-Humiari

® Group Financing receivables decreased because of the sale
of the KFH Bahrain and volatility of the currency. However,
after excluding these impacts, group net financing receivable
increased by 5.6%. Our expectation for the coming year is
growth by single digit number.

Question (3): Ms. Bashayer Al-Otaibi

® Profit attributable to non-controlling interest was in 3% to 4%
range in Q1 and Q2, but it has jumped to 10% in Q3.

Answer (3): Dr. Shadi Zahran

® This is due to improvement of our subsidiary in Turkey, as
their performance improved during the third quarter.

Question (4): Ms. Bashayer Al-Otaibi

® The cost to income ratio has significantly gone up. What is
your target for next year or what would you see as a
normalized level?

Answer (4): Dr. Shadi Zahran:

® Compared to the last period, we can say it has significantly
gone up, but still within the acceptable range that we had
before 2022. This is mainly due to two factors. One, the
inflation in our subsidiary in Turkey that significantly
increased their operating expenses which contributed to the
increase in to the group cost to income ratio.

® The second is the acceleration of integration of AUB Kuwait
that involves spending faster for the integration, but at the
same time faster capturing of synergies, which we'll see its
effect in next year.

Question (5): Ms. Bashayer Al-Otaibi

e Continued strong recovery by the bank, can you please shed
some color, including sectors and geographies?

Answer (5): Mr. Jamal Al-Humiari

® |t is mainly from Kuwait and Bahrain, and we will keep
monitoring our written off debts for recovery.

Question (6): Ms. Bashayer Al-Otaibi

e Why did the cost to income ratio rise from 33% to 37%? What
are the main drivers behind this jump?

Answer (6): Dr. Shadi Zahran

e We had explained this, as | said, the inflation in our
subsidiary in Turkey, besides the acceleration of integration
between KFH and AUBK in Kuwait. However, we expect that
it will go back to the normal level, which is around 35% for
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many reasons, mainly enjoying the impact of synergies in
2025 inshallah.

Question (7): Ms. Bashayer Al-Otaibi

® Could you please provide NPL ratio for this quarter and last
quarter? How much cost synergies do you expect from AUB
Kuwait integration in 2025 and in 20267 What is your latest
sensitivity to rates?

Answer (7): Mr. Jamal Al-Humiari

® NPL for this quarter is 1.86% and for the previous quarter
was 1.8%, and we are working to maintain Group NPL
always between 1.5% to 2% as Central Bank direction.

® Regarding Synergies, the overall impact of synergies in 2024
still immaterial. We expect significant net positive impact of
synergies starting from 2025.

Question (8): Ms. Bashayer Al-Otaibi

® Given the high-rate environment in Turkey, what sort of
impact should we expect on group cost of risk and NPL
formation in the coming quarters?

Answer (8): Mr. Jamal Al-Humiari

® Cost of risk at Group level is 40 basis points, including
Turkey, we are expecting it to remain at the same level.

Question (9): Ms. Bashayer Al-Otaibi

e \What is the outlook on taxes that are meant to be introduced
in 20257 Will it be calculated on local profits as well?

Answer (9): Mr. Jamal Al-Humiari

e Given that BEPS pillar Il (15% Global Minimum Tax) will be
applicable on MNE Groups with turnover of more than Euro
750 million and is expected to be alive from next year. KFH
has footprint Jurisdictions with effective tax rates above 15%

where the impact will be minimal.

e Atthe same time, for the other Jurisdictions with effective tax
rates below 15%, new legislation had been introduced or
expected to be released soon, which affects the tax charges
for KFH Group. For example, Bahrain introduced Domestic
Minimum Top-Up Tax of 15% of net profit and Kuwait is

expected to release the same at the end of 2024.

Question (10): Ms. Bashayer Al-Otaibi

® Any updates on the mortgage law? Do you expect it to be a
significant source of loan growth going forward?
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Answer (10): Mr. Jamal Al-Humiari

® Of course, If it is approved, it will give opportunity for the
banks in Kuwait to increase their portfolio. However, we have
to wait until it will be released.

Answer (10): Dr. Shadi Zahran

® And we expect KFH to be one of those most benefiting from
this mortgage law, inshallah, considering the size and our
large customer base in Kuwait.

Ms. Bashayer Al-Otaibi:

Similar questions were covered already, and with this, we
conclude our webcast. Thank you so much for attending.

Dr. Shadi Zahran:
Thank you.

Ms. Bashayer Al-Otaibi:

Thank you. | will leave the mic to Ahmed to conclude the
webcast. Thank you so much.

Mr. Ahmed Moataz:

Thank you very much to KFH management and to
everyone. Have a good rest of the day. This concludes this
earnings call.

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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