Group Chief Executive Officer

Date: 5 November 2018
27 Safar 1440
Ref: 10/10/f05 3 2018

CEO - Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you,

Subject: Disclosure of Material Information

Fitch Credit Rating Report - Kuveyt Turk

Kuwait Finance House -/
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In reference to the above, and in interest of Kuwait
Finance House “KFH” at adhering to Chapter 4 ‘Disclosure
of Material Information’ of CMA Executive Bylaws Book 10
(Disclosure and Transparency), KFH would like to report the
following:

Fitch Ratings has affirmed Kuveyt Turk Long-Term
Foreign — Currency Issuer Default Ratings (LTFC
IDR) at BB-, also has downgraded the bank’s
Viability Rating at b+.

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

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

Best Regards,

Waleed KH Mandani

Acting Group CEO

KUWAIT FINANCE HOUSE, KSCP | State of Kuwait Headquarters
Trade Registration No 26066 | Paid Up Capital KD 634,226,291.100
PO Box 24989, Safat 13110, Kuwait

T. 4965 22455862 - +965 22429943 | F: +965 22413920

E: corp@kfh.com | www.kfh com
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5 November 2018

Kuwait Finance House (KFH)

Appendix (9)

Disclosure of Credit Rating Form

Fitch Credit Rating Report - Kuveyt Turk
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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

ratings rely.

intervention risk.

5 November 2018

Kuwait Finance House (KFH)

Fitch Ratings (Special report of Kuveyt Turk)

® Long-Term Foreign-Currency IDRs affirmed at 'BB-' with Outlook Negative.
® Long-Term Local-Currency IDRs affirmed at ‘BB' with Outlook Negative.

® Short-Term Foreign- and Local-Currency IDRs affirmed at "B’

® Viability Rating downgraded to 'b+' from 'bb- with Off RWN.

® Support Rating affirmed at '3".

® BB: Speculative:
‘BB’ ratings indicate an elevated vulnerability to default risk, particularly in the event of
adverse changes in business or economic conditions over time; however, business or
financial flexibility exists which supports the servicing of financial commitments.

® B: Highly speculative:
‘B’ ratings indicate that material default risk is present, but a limited margin of safety
remains. Financial commitments are currently being met; however, capacity for
continued payment is vulnerable to deterioration in the business and economic
environment.

® 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 the Parent Company (KFH- Kuwait).

Translation Of The Press Release Or Executive Summary

® Fitch Ratings has affirmed the Long-Term Foreign-Currency Issuer Default Ratings (LT FC IDRs) of Kuveyt Turk Katilim Bankasi
A.S (Kuveyt Turk) at 'BB-', The agency has downgraded the Viability Ratings (VRs) of Kuveyt Turk to 'b+', The Outlook on all
the banks' LT IDRs is Negative.

® In Fitch's view, the banks' performance, asset quality, capitalization, and liquidity and funding profiles are now more likely to come
under pressure as a result of the further depreciation of the Turkish lira (by about 17% against the US dollar since the last rating
review), the spike in interest rates (driven by the increase in the policy rate to 24% from 17.75% on 13 September) and the weaker
growth outlook (Fitch has revised downwards its forecasts for Turkish GDP growth to 3.8% in 2018 and 1.2% in 2019).

® Kuveyt Turk's IDRs, National Ratings and senior debt ratings are driven by potential support from their respective controlling
shareholders, Kuwait Finance House (KFH; A+/Stable), KFH owns a 62% stake in Kuveyt Turk.

® Kuveyt Turk accounted for a high 25% of KFH's total assets at end-1H18. Given its size relative to its parent, Fitch
believes that, in case of need, support would be forthcoming from the Kuwaiti authorities, on whose support KFH's

® The LT FC IDRs and FC senior debt ratings of both Kuveyt Turk, at one notch below the Turkish sovereign rating of 'BB',
reflect our view that, in case of a marked deterioration in Turkey's external finances, the risk of government
intervention in the banking sector would be higher than that of a sovereign default. The Negative Outlooks on the
banks' IDRs reflect those on the Turkish sovereign. The banks' Local-Currency (LC) IDRs also take into account

® Fitch continues to view the risk of capital controls being imposed in Turkey as remote given Turkey's high dependence

Negative Outlooks.




® The banks' VRs reflect the concentration of their operations in the high-risk Turkish operating environment, which
exposes to macroeconomic and exchange rate volatility and puts pressure on asset quality, profitability and
capitalization, The VRs of Kuveyt Turk reflect their limited domestic franchises, although there is ranked first by total
assets, respectively, in the participation banking segment in Turkey.

B Kuveyt Turk's performance has proven reasonable and consistent, reflecting its high share of zero-cost current account
funding, supporting its wide net profit margin.

B The total capital ratios of Kuveyt Turk of 15.7%, were significantly higher and comfortably above the 12%
recommended regulatory minimum, reflecting FC subordinated debt, which provides a partial hedge against FC risk-
weighted assets.

® Funding is sourced largely from customer deposits, Kuveyt Turk report solid financing/deposits ratios (below 100% at
end-1H18), outperforming the sector average (128%).

B FC liquidity is adequate; Fitch calculates that at end-1H18 their FC liquidity buffers (comprising mainly cash and
interbank placements, FC reserves held under the reserve option mechanism, and FC swaps) broadly covered short-
term FC non-deposit liabilities due within a year. Liquidity buffers are also supported by the largely monthly amortizing
nature of their financing books.

® The LT FC IDRs, National Ratings, FC senior debt ratings and Support Ratings (SRs) of Kuveyt Turk could be downgraded
if the Turkish sovereign is downgraded, or if there is a sharp reduction in a parent bank's ability or propensity to
support its Turkish subsidiary. The banks' IDRs are sensitive to Fitch's view of the risk of government intervention in
the banking sector.

® The rating actions Kuveyt Turk Katilim Bankasi A.S are as follows:

e Long-Term Foreign-Currency IDRs affirmed at 'BB-' with Outlook Negative.
e Long-Term Local-Currency IDRs affirmed at 'BB' with Outlook Negative.

e Short-Term Foreign- and Local-Currency IDRs affirmed at 'B'

e Viability Rating downgraded to 'b+' from 'bb- with Off RWN.

e Support Rating affirmed at '3'.




