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Group Chief Executive Officer

Date: 02 August 2022
Ref: 10/10/295 /2022

To: Chief Executive Officer
Boursa Kuwait

Peace, Mercy and Blessings of Allah be upon you,
Subject: Disclosure of Material Information

KFH: Analysts Conference Transcript
Q2/2022
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In reference to the above, and in line with Kuwait
Finance House ‘KFH’ interest in adhering to Boursa
Kuwait Rulebook Article (7-8-1/4) regarding the Listed
Companies Obligations (Analysts Conference), KFH
would like to report the following:

disclosure on
Conference

® Further to the previous
28 July 2022, the Analysts
Transcript for Q 2 /2022 is attached.

Best Regards,

Khaled Yousef Alshamlan

Acting Group Chief Executive Officer
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Disclosure of Material Information

Listed Company
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® Further to the previous disclosure on
28 July 2022, the Analysts Conference
Transcript for Q 2 / 2022 is attached.
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Effect of the Material Information

on the Company’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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Earnings Webcast Transcript
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Speakers from Kuwait Finance House executive management:

® Mr. Shadi Zahran, Acting Group Chief Executive Officer (AGCEOQ),
Group Chief Financial Officer (GCFO).

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

® Mr. Yameen Abdulsattar — Deputy General Manager Group
Financial Control.

Chairperson:
® Mr. Ahmed El Shazly, EFG-HERMES.
Some of attendees:

® (]| Capital

® Franklin Templeton

® HSBC

® City

The beginning of the live webcast text

Good afternoon, ladies and gentlemen and welcome to the Kuwait
Finance House H1-2022 results webcast. This is Ahmed El Shazly
from EFG-Hermes and it is a pleasure to have with us on the call
today:

® Mr. Shadi Zahran, Acting Group Chief Executive Officer (AGCEOQ),
Group Chief Financial Officer (GCFO).

® Mr. Fahad Al-Mukhaizeem, (GCSO)

® Mr. Yameen Abdulsattar — Deputy General Manager Group
Financial Control
And we are also joined today by the following attendees:

® (| Capital

® Bloomberg Intelligence Research
e HSBC

e C(City

® EFG Hermes

® Moon Capital

® Argaam Capital

® Franklin Templeton

Among other institutions as well...

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 | will hand over the mic to Mr. Fahad to start with the
presentation.

Thank you.
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Mr. Fahad Al-Mukhaizeem:

Thank you, Ahmed and good afternoon, ladies and gentlemen. We
are glad to welcome you to the H1-2022 earnings call for Kuwait
Finance House Group. | am Fahad Al-Mukhaizeem, Group Chief
Strategy Officer.

Today, we'll be covering highlights of the Kuwait operating
environment with an overview on KFH. We'll also share with you

KFH's strategy, as well as H1-2022 results.

® A period of high global oil prices will support higher fiscal spending
in Kuwait and allow the budget to return to substantial surpluses after
the previous years of deficits. This may alleviate pressure on the
government with regards to subsidy cuts and the reduction of the
public-sector payroll. The current account is expected to register
sizable surpluses in the coming years according to EIU. Significant
opportunities will remain in a number of business sectors in the
Kuwaiti market, due to the sustained oil prices which are expected
to drive real growth.

The Central Bank of Kuwait raised its key discount rate by 25bps to
2.5% on 27 July 2022, after the US Federal Reserve hiked its fed

funds rate by 75bps on the same day to stem inflation pressures.

Standard & Poor's credit rating for Kuwait stands at A+ with stable
outlook. Moody's credit rating for Kuwait was last set at A1 with
stable outlook. Fitch's credit rating for Kuwait was last reported at
AA- with stable outlook.

KFH'’s long term credit rating stands at “A” by Fitch with Stable
Outlook, and at A2 by Moody's with Stable outlook. In addition, KFH
Group was recently named as the Best Islamic Financial Institution
in the World and in the Middle East by Global Finance Magazine,
and Best Treasury & Cash Management Bank in Kuwait by Global
Finance Magazine.

KFH is moving forward with digital transformation efforts and offering
unique digital that
expectations. This is a major pillar of the bank’s strategy which is
being implemented across the group and represented by the
continued double digit increase in the growth rate of online users.

financial solutions exceed customers’

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

Mr. Shadi Zahran:

Thank you, Fahad.

Good day ladies and gentlemen. It's my pleasure to welcome you
all to our first half of 2022 investors call.

Let me start by highlighting the Bank’

s financial performance...|
during H1-2022. | f...:
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By the grace of Allah, KFH has reported net profit attributable to
shareholders of KD 138.1 million for the first half of 2022; with an
increase of 35.1% compared to same period of last year.

Earnings per share for the first half of 2022 reached 14.55 fils; with
an increase of 31.1% compared to same period of last year.

Net financing income for the first half of the year reached KD 320.2
million; with an increase of 9.7% compared to same period of last
year.

KFH delivered strong performance during the six months ended 30th
June 2022 despite highly competitive domestic environment and
challenging global environment with concerns around prolonged
adverse impact of Russia Ukraine war on global economic forecast,
high inflation rates, supply chain disruptions and rising fuel prices.

Our success is based on customer centric approach which focuses

on providing high-quality services, products, and financial solutions
to our customers at par with the highest industry standards.

KFH overall strategy and prudent policies have played an
instrumental role in enhancing KFH market share while ensuring
sustainability of earnings and improvement in assets quality.

KFH is well placed to future challenges and capitalize on any
potential opportunities.

We continue to invest in technology by adopting the latest
innovations in FinTech, using Al, and providing unique and wide
range of mobile banking services. This supports the digital
development in the industry and successfully activate business
continuity plan.

KFH seeks to deepen its role in SMEs sector and in supporting
youth, as they are main contributors to sustainability and among the
most prominent pillars of KFH strategy during the coming period.

KFH is well recognized for its contribution to Islamic Banking
industry and continues to win many prestigious awards and prizes.
Recently, KFH was voted as World’'s Best Islamic Financial
Institution by Global Finance. Also, KFH was ranked first in Kuwait
in terms of market capitalization on MEED's list of the MENA's top
100 listed companies.

A key development for this quarter was the classification of Turkish
economy as hyperinflationary. Turkey annualized increase in
inflation was 78.62% as of end of June 2022 while the forecast for
average annual inflation as per Fitch for 2022 is expected to reduce
to 71.4%.

With regards to Acquisition of Ahli United Bank as recently
disclosed, KFH shareholders AGM with representation of 83% has
approved the acquisition. KFH also obtained the regulatory

approvals including CBK, CBB, and CMA.

For more details regarding this subject, you may refer to our rgcent J
disclosures which were published via the official website of Bou
Kuwait. As usual, we will share any future development as and
it becomes available.
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Now, my colleague Yameen AbdulSattar the DGM of group financial

control will cover the group financial performance

Thank you.

Mr. Yameen AbdulSattar:
Thank you, Mr. Abdulwahab,
Shadi. I'll be

presenting the financial performance of KFH group for the first half
of 2022.

Thank you, Mr. ASA and good day everyone,

® The Group has achieved Net Profit After Tax attributable to
Shareholders for the first six months ended 30th June 2022 of KD
138.1mn higher by KD 35.9mn or 35% compared to H1-21 of KD
102.2mn.

® The higher profits is mainly from increase in total operating income
and lower provisions partly offset by net monetary loss resulting from
application of 1AS-29 “Financial reporting in Hyperinflationary
Economies” on the financial statements of Kuwait Turkish

Participation Bank (KTPB).

® We will cover the details on these items later in this
presentation.

® Financing income has witnessed an increase by KD 45.4mn or
10.4% compared to same period last year mainly due to increase in
yield and average profit earning assets.

® Net financing income at KD 320.2mn increased by KD 28.4mn or
9.7% compared to same period last year mainly due to increase in
financing income by KD 45.4mn offset by increase in finance cost

and distribution to depositors by 17mn.

® Net Operating income at KD 308.3mn increased by KD 60.3mn or
24.3% compared to same period last year; mainly from increase in
net financing income by KD 28.4mn, increase in net gain from
foreign currencies by KD 13.6mn and increase in Investment income
by KD 8.6mn

® | ooking at the operating income profile, contribution of net financing
income declined from 73% in H1-2021 to 70% in H1-2022. This is
mainly due to the increase in contribution of investment income and
other non-yielding income as compared to net financing income.

® Moving on to the next slide, non-financing income at KD 137.5mn is
27% higher compared to same period last year mainly due to higher
net gains from foreign currencies and investment income.

® |ncrease in net gains from foreign currencies by KD 13.6mn is due
to higher FX trading income mainly from Kuwait Turk due to mcrgase—
in volume and margin as a result of volatility in Turkish Lira dpn
the period.
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Increase in investment income by KD 8.6mn is mainly due to lower
losses incurred on Islamic derivative transactions (mainly swaps)

entered by our subsidiary Kuwait Turk to fund TL short position.

Total Operating Expenses at KD 149.4mn are KD 2.7mn or 1.8%
lower than same period last year mainly due to lower depreciation

and amortization.

Cost to income ratio for H-1 2022 was 32.64% compared to 38.01%
for H-1 2021. Reduction in C/I ratio is mainly due to increase in

operating income by KD 57.7mn or 14.4%.

C/l ratio of KFH-Kuwait for H-1 2022 was 30.97% which is below
both the local Islamic Banks average of 47.9% and local
conventional Banks average of 42.4% (calculated from published
financials for Q1-22)

Average Yielding Assets is up by 4.9% compared to FY2021 and
7.3% compared to H1-2021, mainly from the growth in Financing
receivables (avg. financing receivables is up by KD 0.7bn compared
to 2021 and by KD 1.1bn compared to H1-21)

Group NFM for H-1 2022 at 3.08% is higher by 14bps compared to
H-1 2021. Average Yield improved by 27bps while average COF
also increased by 13bps. Improvement in NFM is due to increase in
local and international benchmark rates and higher yield from

inflation linked Turkish Sukuk as a result of high inflation.

Looking at provisions and impairments, group total impairment
charge decreased by KD 44.7mn or 49.7% to reach KD 45.2mn for
H1-22.

Credit provisions charge net of recoveries for H1-22 amounted to KD
16.5mn lower by KD 76mn compared to KD 92.5mn in H1-21.
Reduction in provision on credit compared to same period last year
is mainly due to lower precautionary provisions in view of continuous

improvement in group asset quality and coverage ratio.

Impairment related to investments and others for H1-22 amounted

to KD 28.8mn, an increase of KD 31.3mn compared to H1-21.

This is mainly due reversal of ECL on investment in Sukuk of KD
22.1mn in H1-21 which was attributable to improvement in
macroeconomic factors post Covid-19 recovery. Additionally, group
recorded pre-cautionary provision of KD 10mn during the current
period against group real estate exposure in view of potential
negative impact of Russia-Ukraine Conflict.

| would like to emphasize again that at KFH we adopt cauti

approach towards provisioning. This has contributed to
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provision balance exceeding ECL required as per CBK IFRS 9 by
KD 388mn as of 30 June 2022.

® Moving to the Net Monetary Loss chart, During the current period
Turkish economy was classified as Hyperinflationary economy.
Application of IAS-29 on the financial statements of KTPB resulted
in recognition of net monetary loss of KD 46.1 million in the current
period.

® Total Assets at KD 22.8bn increased by KD 1.0bn or 4.6% in H1-22.

® Net financing receivables at KD 12.2bn increased by 7.6%.

Growth in financing receivables is mainly in Kuwait in both; Corporate
and Retail while growth in Turkey suffered from 32.3% devaluation of
Turkish Lira during the current period. Overall growth in financing
receivable in H-1 2022 without impact of TL devaluation was around
11.9%.

® |nvestments in Sukuk at KD 2.9bn has increased by KD 0.2bn or
7.5%.

® Additionally, deposits for H1-22 at KD 16bn are higher by KD 0.1bn
or 0.8% compared to FY 2021 level. Growth in deposits without

impact of decline in Turkish Lira was 3.9%.

® The group was able to maintain favorable deposits mix with healthy
contribution from CASA deposits at 54.0% of total group deposits as
at the end of H1-22.

® Customer deposits as a percentage of total funding at 82% reflects
healthy funding mix and shows robust liquidity.

In the last slide looking at the key performance ratios which reflects
improvement in profitability as explained earlier.

- ROAE from 10.90% to 14.64%
- ROAA from 1.28% to 1.61%

- Cll ratio from 38.01% to 32.64%
- EPS from 11.10 fils to 14.55 fils

® NPL ratio improved to reach 1.42% (as per CBK calculation) in H1-
22 compared to 1.60% for 2021.

® Provisions Coverage ratio for Group is 370% in H1-22 compared to
326% for 2021.

This concludes my presentation; we will wait now sometime for your
questions to come in.

Mr. Ahmed Al Shazly: Thank you, Mr. Yameen.

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. G
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Q&A

Question (1):

® \We have a question here. Hi team, please share the first half net
profit margin, NPL ratio, and capital adequacy ratio, CAR, and CET?

Answer (1) Mr. Shadi Zahran:

® Thank you. The net finance margin for H1 2022 was 3.08%. NPL as
just mentioned by Mr. Yameen for the group went down from 1.6%
last year to 1.42% as per CBK. Capital adequacy as of 30 June 2022
was 17.74%, Tier- 1 ratio was 16.11%, CET1 ratio was 14.10%.

Question (2):

® \What developed the strong financing growth in H1? Which sector do
you see as the drivers of growth going forward, and what are the
growth expectations for the full year?

Answer (2) Mr. Shadi Zahran:

® Actually it came mainly from Kuwait more than the other
subsidiaries. And from both segments, corporate and retail. Maybe
for the H1, for the second quarter corporate was more. And we
expect to keep the same momentum for the full year.

Question (3):

® Did KFH Turkey book provision reversals in the second quarter
2022. Minority interest increase quarter over quarter despite the net
monetary loss of KD 46 million?

Answer (3) Mr. Shadi Zahran:

® Yes. Actually, this is very, very bright question, and a brilliant one. In
Turkey, we have some reversals of provisions in Turkey due to
improvement in assets quality. Our business in Turkey is not
depending on Turkish Lira as much depending on foreign currency.
Our portfolio there is more in foreign currency. And the balance
sheet, two thirds of it is in foreign currency. And as | used to highlight
that it for those customers who have cashflows in foreign currency
and not in Turkish Lira.

® So yes, we had reversals of provisions in Turkey, improvement in
Turkey performance and contribution despite of the hyperinflationary
accounting impact, which is the KD 46 million as clearly mentioned.
But what | would like to highlight here, the precautionary provision at
a group level in Turkey portfolio is still maintained. We didn't reverse
any of that. But within Turkey itself, our subsidiary, KTPB, yes, we
have reversal of specific provisions due to the improvement in
assets quality.

® And the NPL for Turkey has improved now from last year it was
2.49% to 1.9%. And the coverage as well of provisions in Turkey
improved to exceed 331% total coverage as of June 2022 compared
to 280% last year.

® So, Turkey is improving in terms of asset quality, represented in
reversal of their specific provisions. And as | said, again, group
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Question (4):

® Can you please shed some light on the reason of the increase of the
cost of funding despite a healthy liquidity in Kuwait?

Answer (4) Mr. Shadi Zahran:

® Yes. Increasing cost of fund, compared to the increase in the yield
as maybe some of you know, and maybe the one who asked this
question knows, that in Kuwait, CBK does not actually respond to
Feds in terms of the increase in discount rate. Just yesterday, they
increased it by another 25 bps. So the repricing for the asset side is
taking longer than the liability side. So that's what mainly impacted.

® The other side, as you know, and we always highlight, we have the
largest mudaraba deposits in Kuwait. And that means they are the
ones that are affected or reflects the increase in the profitability. In
the first quarter, as | recall, we were one of the highest improvement
in profit. And now we are also among those in there, really had
positive, solid performance. So that profit, part of it is actually
accrued to the mudaraba based deposits.

Question (5):

® Do you have any figures to share concerning the KFH AUB merger
in terms of expected synergies and cost savings?

Answer (5) Mr. Shadi Zahran:

® Yes. As we disclosed in the AGM this week,, the deal is expected to
have really good level of synergies and good level of EPS
accretionas well to shareholders. Expected EPS accretion before
synergies is 20% and with synergies is 35%. And the synergies is
expected to be between 10% to 12% of the combined total operating
cost for both groups.

Question (6):
® Asking about CASA contribution please as of June?
Answer (6) Mr. Shadi Zahran:

® |t remained at the same very healthy level, 54%, the group level.

Question (7):

® \What is the guidance of NIMS for the full year? Another part of the
question regarding the merger with AUB, what is the expected date
of completion? Is there a requirement of an AGM from AUB? When
is KFH expected to list in Bahrain Stock Exchange?

Answer (7) Mr. Shadi Zahran:

® For the first part, the net financing margin is expected now to
improve because of the response from CBK yesterday. So that will
help in the repricing. So if it's not maintained same level expected to
improve. That's our expectation. But usually conservatively we can

say not less than the current level.
® For the merger, all of the information was disclosed You can find it
in the Kuwait Boursa disclosures. Maybe | can recall AGM is not
required for AUB by the regulator.
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Question (8):

® The application of hyperinflationary accounting, is one of, or will it
continue affecting Kuwait, Kuwait Turk so long as inflation remains
high in Turkey?

Answer (8) Mr. Yameen Abdulsattar:

® Hyperinflation accounting was adopted in this quarter. And it is not
one off. The standard would keep on applying as long as certain
inflation thresholds are breached in Turkey. So, we'll have to closely
monitor what the inflation rate will be, or how they will move in future.

Question (9):

® Do you expect strong competition in retail in Kuwait to continue to
be as in second half 2022, (0% return loans)?

Answer (9) Mr. Shadi Zahran:

® Ah, | see what | think the question is referring to. Yes, we do expect
the competition. It's very strong competition. A big challenge to all
banks in Kuwait on the retail side. zero profit retail loans as we see
is continuing for second half of 2022.

Question (10):
® \What is the guidance on cost of risk for full year?
Answer (10) Mr. Yameen Abdulsattar:

® The credit cost of risk for H1 2022, excluding recovery was around
50 bps, and with recoveries was around 30 bps. Now this was in line
with our expectation due to continuous improvement in assets
quality and the significant precautionary provisions that we have
recorded in prior years. For the full year we target to maintain this
trend.

Thank you, gentlemen, for attending this 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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