Group Chief Executive Officer

Date: 27 July 2023

Ref: 10/10/394 /2023

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

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.

the Adjusted Baseline Credit Assessment at baa3.

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

Attached is the Appendix (8) ‘Disclosure of Credit Rating Form’
that has been submitted to Capital Market Authority and Bahrain

Bourse.

Best Regards,
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Abdulwahab Issa Al-Rushood M

Acting Group Chief Executive Officer
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27 July 2023

Kuwait Finance House (KFH)

Appendix (8)

Disclosure of Credit Rating Form

Credit Ratings Commentary Issued by

Moody's Investors Service
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Date 27 July 2023

Listed Company Name Kuwait Finance House (KFH)
Ticker No. 108

Entity Issues the Rating Moody's Investors Service

il | Slesse) 33350 Uy adyaill 5yuall Azt

Rating Category

Category Action s e
Rating
Long-term Bank Deposits Affirmed A2 L i) S alisls adls gl s
Short-term Bank Deposits Affirmed P-1 s il Jo¥1 B puad ailogll s
Outlook Affirmed At s adaiad! 5,k
Stable
Long-term Counterparty Risk Assessment Affirmed A1(cr) Sl Jo¥l aligl LlLaLI Cylall ylolies ueds
Short-term Counterparty Risk Assessment | Affirmed P-1(cr) s Jo¥1 B puad LAl 8yall olis euds
Long-term Counterparty Risk Rating Affirmed A1 Sl Jo¥l alighs Llall 8 lall Jlolies Cariias
Short-term Counterparty Risk Rating Affirmed P-1 Sl JoM B uad BLatl Cayball Jbolis cidias
Baseline Credit Assessment Affirmed baa3 Sl ooladl) Gilens¥) epas|
Adjusted Baseline Credit Assessment Affirmed baa3 s Juall WLA" el padl!

Rating Category adaddl o¥gds

A1) Obligations rated A are judged to be upper-medium | adiy J| Jowsio Ggiue oiI3 A Caryadll ol Slal AN pial (A1)

grade and are subject to low credit risk. Aslanyl bl (e Lnddin Ao yud Lnpaa (P9 B35l (10
Issuers are judged to have medium-grade intrinsic, or | dlaiue of doyull Aawgie Adle e pedd gy (ybiall
standalone, financial strength, and subject to moderate & i, i ai,a.l tabl Laleenll Jolaall (g sae M"b

(baa3) | credit risk and, as such, may possess certain i e all ! L (baa3)
speculative credit elements absent any possibility of ‘-5‘ kb L= R ity il e
extraordinary support from an affiliate / a government. g8l (e ol Alea) A8l (0 «_;’Ul'““‘ (et

BAiey Issuers have a superior ability to honor shortterm | p¢bdgse sliw e Jad¥l 508l et O3S oysall PA(er)
operating obligations. ol Bl

® 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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Rating Effect on the Status of The Company

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

Stable Outlook.

Aloedl Ankeazll 5,100

Translation of the Press Release or Executive Summary

Moody's Investors Service has assign A2/P1 deposit ratings
to Kuwait Finance House K.S.C.P. (KFH). The bank completed
the merger with AUB in October 2022. The transaction
positions KFH as a dominant bank in the Gulf Co-operation
Council (GCC) as the addition of AUB's solid corporate
banking franchise complements its large and strong domestic
retail customer base.

The issuer ratings are based on the bank's standalone
Baseline Credit Assessment (BCA) of baa3 and our
expectation of a very high likelihood of support from the
Government of Kuwait (A1 stable), if needed.

KFH's BCA captures the bank's bigger Islamic franchise,
which supports its solid profitability as well as its sound asset
risk and robust capitalisation. These strengths are
counterbalanced by sector concentration and significant
international operations in countries where we expect

operating conditions to strain subsidiaries’ financial metrics.

Credit Strengths:

Strong and diversified Islamic franchise, which supports. its
core income generating capacity.

Improved asset risk, which could face pressures.

Robust capitalisation and liquidity.

Very high likelihood of support from the Kuwaiti government.

Credit Challenges:

Regional operations in countries with weaker operating
conditions.

Ongoing divestment of legacy exposures.

Outlook:

The stable outlook on KFH’s long-term ratings, balances the
enhanced geographic diversification and lower exposure to
complex investments which historically has been high for
KFH with the execution and integration risks of the
acquisition in the short-term.

Factors that could lead to an upgrade:

Upward pressure on KFH's ratings could develop from any
combination of the following: (1) successful integration of the
acquisition across various geographies without significant
customer attrition or financial implication and (2) increase in
profitability driven by stronger market positioning along with
realisation of synergies and no unexpected increase in one-
time integration costs.
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® 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.

® Stronger lIslamic 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:

® 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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