Kuwait Finance House

Group Chief Executive Officer

Date: 22 January 2024

Ref: 10/10/048 / 2024

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
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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 18 January 2024 of Fitch Ratings has

affirmed Rating of KFH as follows:

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

® The bank's Viability Rating (VR) at (bb+').

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
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Acting Group Chief Executive Officer
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Kuwait Finance House (KFH)

Appendix (8)

Disclosure of Credit Rating Form

Credit Ratings Commentary Issued by
Fitch Ratings
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Date 22 January 2024
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Listed Company Name Kuwait Finance House (KFH)
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Entity Issues the Rating Fitch Ratings
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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 Speculative fundamental credit quality
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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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Current Outlook

Stable Outlook.
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Translation of the Press Release or Executive Summary
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® Fitch Ratings has affirmed KFH’s Long-Term Issuer Default
Rating (IDR) at "A" with a Stable Outlook.

® Fitch has also affirmed KFH's Viability Rating (VR) at 'bb+'.
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Key Rating Drivers:

- 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.

- KFH's VR reflects its large risk appetite, which constrains the
bank's asset quality. The bank's capitalisation is only adequate for
its exposure to high-risk markets and high concentrations. The VR
also reflects the bank's leading Islamic franchise, good risk
management, adequate profitability and strong funding and

liquidity.
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® Government Support Rating of 'a":

- 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
considers the state's record of supporting domestic banks and the
willingness to maintain market confidence and stability, given high
contagion risk among banks.
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@ Stable Operating Environment:

- Fitch expects the Kuwaiti operating environment to remain stable,
with forecast real GDP growth of 3.6% in 2024 and real non-oil
GDP growth of 3.1%. KFH's operating environment score of ‘bb+'
is two notches lower than the standard score for domestically-
focused Kuwaiti banks due to its exposures to weaker and more
volatile markets.
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® Leading Islamic Franchise:

- KFH is the largest Islamic bank and the second-largest bank in
Kuwait by local assets (end-1H23: 29% of local sector assets,
including subsidiary Ahli United Bank K.S.C.P. (AUBKuwait;
A/Stable/bbb-); KFH is the largest Kuwaiti bank by consolidated
assets). The acquisition of the AUB group in 2022 has

strengthened KFH's franchise.
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® Large Risk Appetite:

- Single-obligor concentration is high, although lower than peers'.
The bank has significant operations in weak and volatile markets,
particularly Turkiye, Bahrain and Egypt, which together
represented 31% of its consolidated credit-risk exposures at end-
1H23.
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® Asset-Quality Pressures:

- KFH's Stage 2 and 3 financing ratios (end-3Q23: 10.1% and 2.3%,
respectively) improved after the AUB acquisition but remain higher
than the Kuwaiti sector's due to pressure from regional markets.
Problem-financing generation was 1.8% of average financing in 3Q23
(2022: 0.9%). Total financing loss allowances coverage of Stage 3
financing is high (end-3Q23: 205%). Fitch expects asset-quality
pressures, with a Stage 3 financing ratio of 2.5% at end-2024, due to

high interest rates and regional exposures.
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® Adequate Profitability:

- KFH's profitability benefits from a diversified business model, good
nonfinancing income and stable operating costs and impairment
charges. However, exposures to volatile markets could bring volatility
to KFH's profitability. Fitch expects KFH's operating profit to be about
3% of risk-weighted assets (RWAs) in 2024.
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® Only Adequate Capitalisation:

- KFH's common equity Tier 1 (CET1) capital ratio decreased to 12.1%
atend-3Q23 (end-2022: 13.6%; end-2021: 15.2%) due to interim cash
dividend distribution, the exclusion of interim profits as per regulatory
guidelines, unrealised losses from foreign-currency translation and
changes in fair-value of securities. Capitalisation is only adequate for
KFH's large risk appetite. Fitch expects capital ratios to remain stable,
with a CET1 capital ratio of 13.5% at end-2024, supported by internal
capital generation and modest growth.
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® Strong Funding and Liquidity:

- KFH's large and stable retail deposits (end-1H23: 59% of customer
deposits) and current and saving accounts (43%) support its funding
stability and cost. KFH's highquality liquid assets covered a good 22%

of customer deposits at end-3Q23.

Wguudly Jsgaill 355 ©
ciaill Ll G 28Nl plog %59) 8yatudls Sl 31,8%1 pllog malud -
Shdtul @es @ (%43) st Sililusy dlall cibluslly (2023 (e Jgdl
iy § Alall Bogad] ol Al Jsuadl sy iy § Jagetll 4Ty

2023 ¢yo el ol Al 3 S pdlogll e %22

wig Sl

Monzie Finnacs #auss




