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Peace, Mercy and Blessings of Allah be upon you,
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In reference to the above, and in line with Kuwait
Finance House (KFH) compliance with Boursa Kuwait Role
Book Article (7-8-1/4) regarding the Listed Companies
Obligations (Analysts Conference), KFH would like to
report the following:
® Further to the previous disclosure on

1 May 2023, the Analysts Conference

Transcript for Q 1/2023 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 Gtiasg ¢ YIS ulea ALLE & pagll Aaglall cols Jl § JUIS I e 391,85 oy
material information can measure that effect, excluding the financial 354 (sa Lo Lag lunylally liadlil oy galadl JULI 391
effect resulting from tenders or similar contracts.

If a Listed Company, which is a member of a Group, disclosed some Ly Lass &ya52 daglan o pLaddly dogame aud (0 Azpde 45,0 Cald 13
material information related to it and has Significant Effect on other listed gL e cladil il ol iegan I cpasis oo gkl Syl Bl e yi5e olSail

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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Speakers from KFH Executive Management:

® Mr. Abdulwahab Al-Roshood, Acting Group Chief Executive
Officer (AGCEOQ), Group Chief Treasury Officer (GCTO).

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

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

Chairperson

® Mr. Ahmed El Shazly, EFG-HERMES.

The beginning of the live webcast text

Good afternoon, ladies and gentlemen and welcome to the

Kuwait Finance House Q1-2023 results webcast. This is Ahmed

El Shazly from EFG-Hermes and it is a pleasure to have with us

on the call today:

e Mr. Abdulwahab Al-Roshood, Acting Group Chief Executive
Officer (AGCEQ), Group Chief Treasury Officer (GCTO).

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

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

And we are also joined today by the following attendees:

Cl Capital

e HSBC

® EFG Hermes
® Moon Capital
e JP Morgan

® Abu Dhabi Investment Authority ADIA
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 resulits.

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 Q1-2023 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 Q1-2023 results.

The latest International Monetary Fund (IMF) April 2023 forecasts
Kuwait to register 8.2% GDP growth in 2022, and a positive growth
in 2023. The annual inflation rate in Kuwait rose to 3.7% in March
of 2023, from 3.2% in the previous month. This was the highest
reading since August 2022.

The Central Bank of Kuwait Board of Directors decided to raise the
discount rate by 50 bp from 3.5% to 4.0% effective January 26,
2023, bringing borrowing costs to the highest since September
2019.

Standard & Poor's credit rating for Kuwait stands at A+ with stable
outiook. Moody's credit rating for Kuwait was last set at A1 with
stable outiook. 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, and Sustainability award in Middle
east by EMEA Finance.

KFH ranked first among the largest listed companies on Boursa
Kuwait in terms of a market capitalization approximately KD 11
billion at the end of Q1-2023.

With this, let me hand over the mic to our Acting Group CEO Mr.
AbdulWahab Al-Roshood.

Mr. AbdulWahab Al-Roshood:

Thank you, Fahad. Good day ladies and gentlemen. It's my
pleasure to welcome you all to our Q1-2023 investors call.

Let me start by highlighting the Bank’s financial performance
during Q1-2023:

By the grace of Allah, KFH reported historic net profit of KD 162.1
million for the first quarter of 2023 for KFH shareholders; an
increase of 133.2% compared to the same period last year, taking
into consideration the benefits of the acquisition.

Earnings per share reached 11.06 fils; an increase of 67.6%
compared to the same period last year.

Net financing income reached KD 226.0 million; an increase of
42.1% compared to the same pericd last year.
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Net operating income reached KD 251.2 million; an increase of
69.5% compared to the same period last year.

Financing receivables reached KD 19.2 billion, an increase of KD
318.8 million or 1.7% compared to the end of last year.

Total assets as of the end of the first quarter of 2023 reached KD
36.9 billion, at the same level as the end of last year. The same
applies to the shareholders’ equity, which amounted to KD 5.3
billion at the end of the first quarter of 2023.

Depositors’ accounts reached KD 23.4 billion; an increase of KD
962.3 million or 4.3% compared to the end of last year.

KFH positive financial indicators across the board during the first
quarter of 2023 confirms the successful and efficient strategy of the
Bank. KFH successfully maintained key ratios in terms of
profitability, ROA, ROE, improving asset quality, the coverage ratio
of provisions for non-performing debt, cost-to-income ratio as well
as all key financial indicators.

KFH enjoys a solid capital base and high liquidity ratios that support
its business growth and enhances its credit strength.

KFH continues its strategy to improve the role of core banking
activities in achieving profitability and sustainable growth, keeping
pace with developments in digitalization, artificial intelligence,
innovation in financing and investment products and technology
solutions, increasing investment in green Sukuk in the total
financing portfolio, and linking investments to sustainable
development goals. This is addition to KFH's investment in human
resources, supporting entrepreneurship and youth, and supporting
SMEs. The harmony between the Group's banking subsidiaries
continues to boost KFH's leading position globally.

The growth resulting from the successful acquisition of Ahli United
Bank constitutes a driving force for KFH to achieve its ambitions,
not to mention moving forward in its regional and international
expansion to record significant growth ratios in profits and in
customer service levels.

KFH plays a prominent societal role characterized by diversity and
inclusiveness, in a way that reinforces the implementation of
sustainability criteria. KFH has implemented strategic social
initiatives with added value and a real positive impact on society.
The initiatives, for example, include KD 20 million debt settiement
of defaulting debtors, KD 8 million reconstruction of Al Mubarakiya,
and support for the "Kuwait is by your side” campaign to relief those
affected by the earthquake in Turkiye and Syria with an amount of
US$20 million, in addition to signing various agreements to support
social and relief efforts.

KFH continues to lead in digital transformation, achieving a
remarkable growth in the customers' use of digital banking services
through KFHonline on mobile and website, where the rate of
increase in usage in Q1 2023 compared to the same period of the
previous year reached about 43%. KFH will continue to lead the
competition and be unique in offering innovative financial solutions
that meet customers' aspirations and add to KFH's leadership
locally and globally.
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® KFH has qualified talent and personnel that are able to implement
the strategic goals of the bank. Indeed, the successful talent
acquisition and development strategy of KFH resulted in having the
largest number of Kuwaiti employees at the level of Kuwaiti banks
and all private sector institutions, while the percentage of attracting
Kuwaitis for new appointments reached nearly 100% in recent
years.

e KFH signed a Memorandum of Understanding with the United
Nations Development Program (UNDP) to support sustainability
efforts, and launched the (Keep it Green) program, which
implements several sustainability initiatives under its umbrella, as
well as KFH being the first bank in Kuwait to receive the GSAS-
Gold Level certificate.

e KFH received global recognition for its outstanding innovative
products and services, reliability, broad geographical outreach,
digital development, solid financial position, and its strong brand.
Accordingly, KFH won various awards, most notably: “Best Islamic
Bank in the Middle East”, “Best Bank in Kuwait" and the
Sustainability award in the Middle East from EMEA Finance
magazine, as well as “Best Digital Offering in Kuwait” award from
Islamic Finance News (IFN), in addition to many prestigious
awards.

With this, let me hand over the mic to our Group Chief Financial
Officer (GCFO) Mr. Shadi Zahran.

Mr. Shadi Zahran:

Thank you, Mr. Abdulwahab, ASA and good day everyone, I'll be
presenting the financial performance of KFH group for the first
quarter of 2023.

e The Group has achieved Net Profit After Tax atiributable to
Shareholders for the quarter ended 31st March 2023 of KD
162.1mn higher by KD 92.6mn or 133% compared to Q1-22 of KD
69.5mn.

@ The higher profits is mainly from increase in total operating income
and lower provisions partly offset by increase in operating
expenses, taxation and net monetary loss that resulted from the
application of |AS-29 “Financial reporting in Hyperinflationary
Economies” on the financial statements of Kuwait Turkish
Participation Bank (KTPB).

® We will cover the details later in this presentation.

e Financing income has increased by KD 265.2mn or 115.2%
compared to same period last year due to increase in yield and
profit earning assets. Net financing income at KD 226mn increased
by KD 66.9mn or 42.1% compared to same period last year mainly
due to increase in financing income by KD 265.2mn offset by
increase in finance cost and estimated distribution to depositors by
KD 198.3mn. Net Operating income at KD 251.2mn increased by
KD 102.9mn or 69.5% compared to same period last year; mainly
from increase in net financing income by KD 66.9mn, increase in
Investment income by KD 62.5mn and increase in fees and
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commissions by KD 10.2mn offset by increase in operating
expenses by KD 48mn.

Looking at the operating income profile, contribution of net
financing income to total operating income was 59.6% in Q1-23
compared to 69.7% in Q1-22 mainly due to increase in investment
income. Moving on to the next slide, non-financing income at KD
153.1mn is 121.5% higher as compared to same period last year
mainly due to increase in investment income and fees &
commissions. Increase in investment income by KD 62.5mn is
mainly due to gain on sale and increase in market value of
investments carried at fair value through profit and loss FVTPL.
Increase in fees and commissions by KD 10.2mn is mainly related
to increase on account of consolidation of AUB.

Total Operating Expenses at KD 127.9mn is higher than last year
by KD 48mn or 60% primarily due to consolidation of AUB besides
the impact of high inflation in Turkey.

Cost to income ratio for Q1-23 was 33.75% compared to 35.04%
for Q1-22. The improvement in C/I ratio is mainly due to increase
in operating income by KD 150.9mn. Group C/I ratio is one of the
lowest among the Kuwaiti banks for Q-1 2023 and FY 2022 based
on published results. Average C/| ratio of Kuwaiti Banks for Q-1
2023 based on published information is around 40%.

Average Yielding Assets is up by 25.4% compared to FY2022 and
62.6% compared to Q1-22, mainly from the consolidation of AUB.
The avg. financing receivables is up by KD 4.2bn and debt
securities by KD 1.7bn compared to last year “2022" and by KD
7.9bn and KD 3.3bn respectively as compared to Q1-2022.

Excluding AUB, growth in avg. financing receivables is KD 0.9bn
and debt securities is KD 0.3bn compared to 2022 and by KD 1.3bn
and KD 0.4bn respectively compared to Q-1 22. Group NFM for
Q1-23 at 2.56% is lower by 81bps compared to FY-22. During the
current period, financing income from CPI linked Sukuk in Turkey
moved to be reported as part of net monetary loss which resulted
in decline in yield by 60 bps. Excluding the impact of this
classification (CPI linked Sukuk), Group NFM for Q-1 2023 was
3.16%. The increase in Average yield by 107bps and average COF
by 127bps compared to 2022. This was the result of both rate hikes
and repricing of assets and liabilities during the period.
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Looking at provisions and impairments, group total impairment
charge decreased by KD 16.7mn or 41.4% to reach KD 23.7mn for
Q1-23. '

Gross credit provisions charge for Q1-23 amounted to KD 55.9mn
higher by KD 31.1mn compared to Q1-22 of KD 24.8mn. This was
mainly due to higher provisions recorded during the current period
in line with group’s conservative approach towards provisioning in
view of high recoveries from written-off financings receivables in
Q1-23.

Impairments related to investments and others (including ECL on
debt securities) for Q1-23 amounted to KD 14.4mn, with a
decrease of KD 5.2mn compared to Q1-22. This decline is mainly
due to recording of KD 10mn precautionary provision recorded
against group real estate exposures in Q-1 2022.

KFH cautious approach towards provisioning have contributed to
credit provision balance exceeding ECL required as per CBK IFRS
9 by KD 579mn as of 31 March 2023.

Moving to the Net Monetary Loss, application of IAS-29 on the
financial statements of KTPB resulted in recognition of net
monetary loss of KD 9.1mn in the current period. Financing income
from CPI Linked Sukuk was reported as part of the net monetary
loss starting from the current period and based on the discussion
with external auditors to better present the overall impact of
inflation accounting on group interim condensed consolidated
financial information.

Moving to financial position:

e Total Assets at KD 36.9bn marginally decreased by KD 115mn or

0.3% in Q1-23. Net financing receivables at KD 19.2bn increased
by KD 319mn or 1.7%. Growth in financing receivables was
achieved mainly in corporate banking segment, in our international
operations, highlighting the importance of geographically
diversified group. Investments in debt securities at KD 6.2bn has
increased by KD 65mn or 1.1%.

Additionally, deposits for Q1-23 at KD 23.4bn are higher by KD 1bn
or 4.3% compared to December 2022. Growth in deposits was
achieved in all major group entities. The contribution from CASA
deposits to total group deposits as at the end of Q1-23 is 44%.
While we have noted some shift towards time deposits due to profit
rate hikes, on overall basis this is not significant, and group
continues to benefit from a large pool of low-cost deposits.
Contribution of customer deposits to total funding reached 80.5%
compared to 76.3% in 2022 due to increase in deposits during the
current period.
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® |n this slide looking at the key financial ratios which reflects
improvement in all ratios due to increase profitability except for
ROAE which declined due to increase in average balance of equity
from issuance of shares to acquire AUB.

- ROATE from 15.15% to 22.97%
- ROAE from 14.90% to 12.39%
- ROAA from 1.61% to 2.04%
- Cl/l ratio from 35.04% to 33.75%
- EPS from 6.60 fils to 11.06 fils
® Group NPL ratio reached 1.49% (as per CBK calculation) in Q1-23.

® Provisions Coverage ratio for Group is 325% in Q1-23.

This concludes my presentation. We will now wait for some time
for your questions to come-in before we provide our response.

Mr. Rami Hammoudi:

Thank you, Mr. Shadi. Now, we reached the Q&A session:
Q&A

Question (1): Mr. Rami Hammoudi

® The first question is requesting some insights into investment
income for Q1 2023. What led to the significant increase in the
investment income during the quarter? How should we think about
this item, going forward? Can you also provide some guidance into
the current size of non-core assets?

Answer (1) Mr. Shadi Zahran:

® Thank you. As | mentioned in the presentation, the increase is
mainly due to gain on sale, as well as increase in market values of
investment carried at fair value through P&L, which actually last
year was showing a decline in value and impacted negatively the
P&L and have recovered during the current period. The second
part of the question is the divestment is continuing, and what's
remaining from the divestment is roughly USD 1 billion.

Question (2): Mr. Rami Hammoudi

® Any guidance on the group level margin in 20237 Any changes to
the margin guidance shared during the Q4 2022 call?

Answer (2) Mr. Shadi Zahran:

e As | mentioned earlier, the major impact was due to the
classification of the CPI-linked sukuk, but if we compare the net
financing margin excluding this classification, on the same basis as
we reported last year, we have a drop of 20 bps, from 3.36% to
3.16%., which is due to the continued delay in the reference rates
response in Kuwait, compared to the global rate hikes.
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Question (3): Mr. Rami Hammoudi

e Another question. What led to the significant drop in net monetary
losses from Turkish operations during Q1 20237 How should we
think about this item for the rest of 20237

Answer (3) Mr. Shadi Zahran:

® This was explained and is related to the answer of the last question
on net financing margin and It's only because of the classification
of the income from CPI-linked sukuk. Last year, we reported net
monetary loss of slightly above KD127 million, and we had
mentioned at that time, that the income from the CPI-linked sukuk
was included as part of financing income.

® During the current period, based on our discussion with the
external auditors to better present the impact of inflation, we moved
the income from CPI-linked sukuk and netted it off against net
monetary loss. This is why net monetary loss for current period is
lower and, at the same time, the reduction in the net financing
margin, as | explained earlier.

Question (4): Mr. Rami Hammoudi

® What were the main drivers for decline in NIMs in Q1 2023? What
is the outlook for NIMs in 20237

Answer (4) Mr. Shadi Zahran:

e The first part | already answered in the previous questions. For the
second part, yes, we expect improvement, NFM for the subsequent
quarters.

Question (5): Mr. Rami Hammoudi

® What is the outlook for provisions cost of risk in 2023? What are
the reasons for lower monetary losses in Q1 2023? What is the
expected monetary loss for the full year 20237

Answer (5) Mr. Shadi Zahran:

e The last two parts of this question are already answered. On the
first part, the provisions, if we look at the first quarter, the gross
credit cost of risk was slightly above 100 bps, but net is 19 bps. As
| mentioned earlier, significant recoveries from written-off accounts
during the period, were offset by precautionary provisions. Our
expectation for 2023 is still the same expectations as was
communicated before, that credit cost of risk, before recoveries, is
to be in the range of 50bpsto, 60 bps.

Question (6): Mr. Rami Hammoudi

® Could you talk a bit about the strong investment income in Q1
2023? What is the driver behind this? How do you see loan
momentum in the coming quarters? And are you seeing a
slowdown in the retail book after a strong 20227 another part of the
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question. What is your outlook for NIM given the regulatory
changes in Turkey and the rate cycle in general? Finally, if you
could throw some color on the actual run rate of integration costs
and synergies versus estimated?

Answer (6) Mr. Shadi Zahran:

The first one on investment income is already answered. For the
growth of the loan book, in the first quarter, the growth was 1.7%,
this is in line with our expectation, and we expect high-single-digit
growth for full year. The third part of the question on retail financing,
Yes, we have witnessed slowdown in retail as compared to 2022,
and the growth was mainly from the corporate banking book. For
NFM or NIM, | already answered.

The last part of the question, regarding run rate of integration costs
and synergies, we are in the first year of integration and
implementation, and usually we are supposed to spend more on
integration, then we start capturing savings from synergies. So
synergies will be captured significantly in the second and third year,
not in the first year of acquisition.

However, what | can confirm is for the group from a conversion
perspective, which impacts integration and synergies, we are
ahead of the plan. We are in a much better position and
progressing faster than what was planned for the conversion and
integration side. We expect the synergies will captured in the
second and third year.

Question (7): Mr. Rami Hammoudi

Can you clarify the reclassification done to net financing income
and the net monetary loss in the first quarter 20237

Answer (7) Mr. Shadi Zahran:

Yes. As | explained, we invested in sukuk in Turkey before the
inflation, and that was part of our hedging culture that we applied
in Kuveyt Turk. We invested in sovereign sukuk issued by the
government of Turkey, and the yields for those sukuks are linked
to CPI.

last year, when we started the application of the IAS 29, due to the
hyperinflationary accounting, this income from sukuk linked to
index was reported like previous years as part of financing income,
And that’s why net-monetary loss for 2022 was a significant amount
of KD 127.6 million. And as | recall, this was explained in last year's
analyst conference.

In the current period, after very detailed discussions with external
auditors, for better presentation it was netted off against net -
monetary loss, and that's why you see the net-monetary losses
going down to KD 9 million. And again, this explains why our net
financing margin, dropped compared to last year.
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Question (8): Mr. Rami Hammoudi

® Can you provide guidance for loan growth in the financial year
2023, especially that you grow above the market during Q1 20237

Answer (8) Mr. Shadi Zahran:

e Actually, it's maybe above the market but it's not above our
expectation. It's actually within our plan for our size of the group,
considering the diversification from both the business side i.e.
corporate and retail, as well as geographical diversification. So the
growth is in line with our plans and we expect that it will continue.
However, as noted before during the current period we witnessed
the more growth in corporate banking segment, However, retail is

slowing down compared to last year.

Rami Hammoudi:

Thank you. Mr. Shadi, Ahmed the mic is yours.

Ahmed El-Shazly:

Thank you, Rami. Thank you, Mr Shadi. So if we have no more
questions, then this would conclude our call for today. I'd like to thank
everyone for joining, and thanks to management for taking the time.
Have a good day, everyone. Thank you.

Shadi Zahran;
Thank you.

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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