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Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you

Subject: Disclosure of Material Information 

Credit Ratings Commentary Issued by 
Moody's Investors Service
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In reference to the above, and in interest of Kuwait Finance 
House “KFH” at adhering to the requirements of 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:

In the Credit Ratings Commentary dated 27 July 2023, 
Moody's Investors has issued an update to a credit analysis, 
which assign the following:

• the Deposit ratings at A2 / P-1.

• the Counterparty Risk Ratings at A1 / P-1.

• the Counterparty Risk Assessment at A1(cr) / P-1(cr).

• the outlook at (Stable) in line with the stable outlook on 
Kuwait's issuer rating.

• the Baseline Credit Assessments at baa3.
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• the Adjusted Baseline Credit Assessment at baa3.

There is no impact on the KFH’s Financial Position. .jXluJ JIXI j£jXI ^c.jiSb j\ o-« I-*-1

ill ^e. ^Uai)fl (8) («ij ^3^5X0 (<^JAttached is the Appendix (8) ‘Disclosure of Credit Rating Form’ 
that has been submitted to Capital Market Authority and Bahrain 
Bourse.
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Acting Group Chief Executive Officer

piuijjSii jjgjajiltlyj 
Kuwait Finance House

0 mn^JI AA' I 1 *n*^,1
*i]. j WV,li0,'\0V.Y* • j. 1 4j t-_)JU3L*>*ij | YYeYY J--,,,11 **3j

+YY0 YYiY YMY - +YY0 YYtO 0AYY :o | c^fll , m \ • JLiXI . YtYAY
+VYS YTU YYY- : j

www.kfh.com | corp@kfh.com

KUWAIT FINANCE HOUSE, KSCP | State of Kuwait Headquarters
Trade Registration No 26066 | Authorized, Issued and Paid Up Capital KD 1,476,445,657.200 
P.O.Box 24989, Safat 13110, Kuwait | T: *965 2245 5862 - *965 2242 9943 
F: *965 2241 3920 
E: corp@kfh.com | www.kfh.com

http://www.kfh.com
mailto:corp@kfh.com
mailto:corp@kfh.com
http://www.kfh.com


20232727 July 2023

(uilllj) (Jvj ̂SU! CjlL»Kuwait Finance House (KFH)

(8) pij JJtia

^iLwiyi ■ ^ m <^s'; II -»I a1^?I

Appendix (8)

Disclosure of Credit Rating Form

4jl^J

Credit Ratings Commentary Issued by 
Moody's Investors Service



JjljjJI (ci_j

202327Date 27 July 2023

(dloJj) Jjj-dJI CjlUListed Company Name Kuwait Finance House (KFH)

Ticker No. 108 108

, afillip .ill:a.;Entity Issues the Rating Moody's Investors Service

Rating Category

A .i pa^JI

Rating
^iJ|^>>VICategory Action

ilLuJO Ja-^l <L^Is jojjatAffirmedLong-term Bank Deposits A2 uLujJu

dllJJ Jj>^I |«V ufllShort-term Bank Deposits Affirmed P-1

flj a 7 mi ci

Stable
Outlook Affirmed

eUjjJo JjLaJU tijiaJI jJolia joualAl(cr)AffirmedLong-term Counterparty Risk Assessment T7

Jj>^| JaLaJLI cJjIaJI jIsLslai |U^ajP-1(cr)AffirmedShort-term Counterparty Risk Assessment i-

JjLall cijiaJI^IaLia 'Long-term Counterparty Risk Rating Affirmed A1

bjfoaS (JaLall ^]aL*a . niltn'iAffirmedShort-term Counterparty Risk Rating P-1 . ia-

jf.m a7IIbaa3AffirmedBaseline Credit Assessment

JjjLLI ^U^II JUu^I fuiiiJIbaa3AffirmedAdjusted Baseline Credit Assessment i-

Rating Category

jJI ..'j7 A Cii3 A * aaJL^lJI

.fiLuLau^l jlaL^U <1 <n a >I a A+bj-xa ^a

Obligations rated A are judged to be upper-medium 
grade and are subject to low credit risk.

(A1)(A1)

Issuers are judged to have medium-grade intrinsic, or 
standalone, financial strength, and subject to moderate 
credit risk and, as such, may possess certain 
speculative credit elements absent any possibility of 
extraordinary support from an affiliate / a government.
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jS^LujjJU (_5lc J (A BjjbJI uj^i-pp tjj}' I <1-1UIssuers have a superior ability to honor short-term 
operating obligations.
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• Modifier 1: The obligation ranks in the higher end of generic 
rating category.

• Modifier 2: Indicates a mid-range ranking.

• Modifier 3: The obligation ranks in the lower end of generic 
rating category.
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a < UniJI , ^ > i Ji tSJV iQ-ll i_UI»aJI •• Factors that could lead to a downgrade:

- Downward pressure on KFH's ratings could develop if there 
were integration challenges weakening profitability; or 
unexpected changes in its asset risk profile as a result of 
significantly higher borrower or sector concentrations 
following the acquisition. Downward pressure could also 
develop if we see continued pressure on the bank's core 
capital.

• ThisDetailed credit considerations:

- The bank's Macro Profile is a blend of its diversified 
operations in Kuwait (its home base and largest contributor 
to assets), its key operations in Turkiye and Bahrain, 
Malaysia, other Gulf Cooperation Council (GCC) countries 
and the European Union. The acquisition will enhance KFH's 
geographic diversification, although the impact on the 
(moderate) macro profile Moody’s assigns to the bank is 
limited given the positive impact from the reduction in Turkish 
concentration is largely mitigated by higher concentration in 
other countries including Bahrain and Egypt.

- KFH operates mainly in Kuwait, and the economy benefits 
from the country’s high economic strength, reflecting its 
exceptionally high wealth level and substantial hydrocarbon 
endowment.
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jLuJ O^aia 226.0 OjUj i biijb ^bjl Luia

159.0 ja ZjjUlL 4lil J 42.1 Sjoij £UajL .2023 ^ JjVl ^^iiJI 
JaJ JL>lj ^jaiLai t^lfr) 2022 jal 1^15 SjLiJI JiL> jLuJ U>^La
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• Stronger Islamic franchise, which supports core income
generating capacity:

- KFH has a strong retail franchise because of its pioneering 
role as a provider of Islamic products in Kuwait. The bank is 
currently the largest bank in the system and the largest 
Islamic financial institution in Kuwait.

- Its strong domestic franchise supports core financing income 
and is a solid anchor of the bank's earnings quality, which 
was at around KWD226.0 million for the first three months 
ended 2023, 42.1% higher than KWD159.0 million generated 
during the same period in 2022 (on a stand alone before the 
merger) and accounted for 59.6% of the bank’s total income 
in the first three months of 2023 (69.7% of the bank's total 
income during the same period of 2022). Non-financing 
income recorded solid quarter-on-quarter growth of 121.5% 
for the first three months ended March 2023 and was at 40% 
of total income (compared with 30% in Q1 2022), driven mainly 
by investment income generation because of gains on sale 
and increases in fair value of investments carried at fair value 
through profit and loss.

- KFH's international operations have been growing. They bring 
significant geographic diversification, which benefits the 
bank's revenue generation. The overseas businesses post 
acquisition generated around 73% of total operating income 
in 2022, up from 43% in 2013.

• Solid capitalisation and liquidity:

- KFH's reported capitalisation metrics, measured as tangible 
common equity (TCE)/risk-weighted assets (RWA), remained 
stable at 12.4% as of March 2023 (year-end 2022: 12.6%). 
However, the bank's solid capitalisation metrics take into 
account the RWA discount from which Islamic banks benefit 
under the Kuwaiti regulatory framework.
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- KFH has robust funding and liquidity, with liquid banking 
assets/tangible banking assets of around 28% as of March 
2023. As of March 2023, the bank funded around 64% of its 
assets with deposits which are contractually short term in 
nature but have historically been stable. We expect the bank 
to maintain robust liquidity and funding profiles for the 
outlook period.

- Moody’s expectation is that KFH’s solid funding and liquidity 
will be maintained post-acquisition. The potentially higher 
market funding of the combined entity is largely mitigated by 
the solid liquidity buffers. Additionally, the bank's loan to 
deposit ratio of 86% as of March 2023, leaves room for further 
growth in financing book post acquisition.

• Support and structural considerations:

LtLajjl A2 jJL-llj jjIjjJIj ^jjsLieJI Jjj^iJI JJU

.baa3 jJlj-II ,_jujLmVI (jitUu^l |«jxaiJLj ajjLiLo JoUi 4 jIjjL»j Ui^JtU 
Jjlu (Jj It bj^ yJ^Lo.C> I jJLui (jL SJISjJI JjbcS^J 4^4*3 ijJJj

.cLs-ljtJI JJ£J I jl (jO^Jtil jJI

• KFH's A2 deposit rating incorporates four notches of uplift 
from its baa3 BCA. This uplift reflects our assessment of a 
very high likelihood of government support in case of need.
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