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FY 2019 Boubyan Bank KSCP - Earnings Call

Edited transcript of Boubyan Bank earnings conference call that took place on
Thursday 23 January 2020 at 13:00 Kuwait time

Corporate participants:

Mr. AbdulSalam Al-Saleh — Deputy Chief Executive Officer
Mr. Abdullah Al-Tuwaijri — Deputy Chief Executive Officer
Mr. Mohamed Ibrahim — General Manager, Financial Control Group

Mr. Omar Bouhafs — Head of Investor Relations

Janany Vamadeva — Arqaam Capital



Janany
Vamadeva:

Omar Bouhafs:

Good afternoon everyone, and thank you for joining us today. This is
Janany Vamadeva and on behalf of Argaam Capital I'm pleased to
welcome you to Boubyan Bank’s financial year 2019. earnings
conference call. | have here with me today AbdulSalam Al-Saleh
Deputy Chief Executive Officer, Mohamed Ibrahim General Manager
Financial Control Group, and Omar Bouhafs, Head of Investor
Relations. Without any further delay, | will now turn the call over to
Omar.

Thanks Janany for the introduction and good afternoon everyone and
thank you for joining us today on our conference call covering the
Banks performance for the 2019 year.

I'd like to commence our call today by reading out a brief disclaimer
which you can also find on page 2 of our presentation:

Disclaimer:

Certain statements in this presentation may constitute forward looking
statements reflecting the banks expectations. Accordingly, these are
subject to risk and uncertainty, which may cause actual results to differ
materially from the plans reflected within today’s presentation. You are
cautioned not to rely on such forward looking statements and the Bank
does not assume any obligation to update its views of such risks and
uncertainties or to publicly announce any revisions to the forward
looking statements made herein

In addition to the disclaimer I've just read, | urge you all to read the full
text of our disclaimer on page two of the presentation pack.

Our format for today’s call will include:

An overview of Boubyan’s performance by Mr. AbdulSalam Al-Saleh,
Deputy Chief Executive Officer and followed by a presentation on the
Bank’s financial performance by Mr. Mohamed Ibrahim, Group General
Manager Financial Control Group.

Following this we will have time for Q&A with attendees today. We will
be receiving your questions through the webcast platform, and we will
endeavor to answer all of your questions today, however if any
guestions are left unanswered due to time constraints, or you have any
further questions you wish to pose, please feel free to contact us
through the Boubyan Investor relations email address, which you can
find on our website. Finally, a reminder that you can download the
presentation pack through the link on screen.

With that said, I'd like to now hand you over to Mr. AbdulSalam Al-
Saleh, our Deputy CEO, to take you through a brief update on
Boubyan'’s performance for the 2019 year.



AbdulSalam Al-
Saleh:

Thank you Omar.

Good afternoon Ladies and Gentlemen. Today, | will provide an overview
of the Bank’s results for 2019, along with a brief overview of the Bank’s
strategy and operating environment.

Overall, the Bank has continued its growth across all business lines, with
strong financial results and achievement across all key performance
indicators.

Our net profit for the year grew 12% to reach KD 62.7 million, with an
earnings per share of 20.4 fils.

As you will see, throughout this presentation, we had very solid growth in
our core business. Our financing portfolio increased by 14% year on year
to reach KD 3.7 billion. This was driven by the growth in consumer and
corporate financings of 11% and 17% respectively. Customer deposits
grew by 17% year on year to reach KD 4.3 Billion.

Additionally, our market share in total financing grew to around 9.3% in
November 2019 compared to 8.6% at the same time last year.

You may recall in May, the bank successfully completed a capital increase
of KD132 million via a rights-issue. This has strengthened our capital base,
as evident in our increased Capital Adequacy of 20.3%, which we believe
will support our future growth.

This year marks the Bank’s 10-year milestone since the start of our
transformation back in 2009, under the Boubyan 2020 strategy. We
attribute the banks success to the implementation of this strategy, which
focuses on local market growth, offering new and innovative products and
services and increasing our customer satisfaction while exploring
international opportunities at hand.

In December 2019, Boubyan made an all-cash offer to acquire BLME
Holdings. Boubyan Bank has been a long-term shareholder of BLME and
is currently the largest shareholder with almost 28% ownership.

Boubyan Bank believes that the acquisition will enable Boubyan Bank to
provide its existing and future clients with additional Sharia compliant UK
service offerings.

We believe that by consolidating our longstanding shareholding position in
BLME we can further develop its business and drive the growth of both
businesses. This acquisition offer is still underway and accordingly we
cannot elaborate on further details at this time.

In Q4 last year, Boubyan announced it had obtained regulatory approvals
to undertake a sukuk-issuance program of up to US $1 billion. This
program is intended to provide the bank with additional long-term funding
which will further diversify our funding sources.

2019 was quite remarkable owing to the number of awards achieved by
the bank, including being awarded World’s Best Islamic Digital Bank for the
fifth year in a row from Global Finance along with multiple other awards
including Best Mobile Banking application in Kuwait. The Bank was also



Mohamed Ibrahim:

proud to be awarded the Best Social Humanitarian Initiative in the GCC for
its Noor Boubyan program for eyesight-restoration in Africa.

With regard to ratings, our overall credit ratings were A3 and A+ with stable
outlooks from Moody's and Fitch respectively. We are also pleased to have
initiated coverage in 2019 with Standard and Poors, who assigned the
Bank a long-term issuer credit rating at ‘A’ with stable outlook thereby
ranking the Bank with the second highest credit rating among local banks
from S&P.

Regarding our operating environment, we believe Kuwait to be fiscally well
positioned with the substantial buffers and strong sovereign ratings;
creating room for investment spending should any oil price fluctuations
occur or any further signs of softening in the global economy.

This is an overview about Boubyan and our major achievements. Now,
Mohamed will take you through the Bank's financial performance in more
detail.

Thank you Mr. Abdulsalam and Good afternoon everyone. It is my pleasure
to take you through our financial results for the 2019 year. As highlighted
by Mr. Abdulsalam, the Bank has continued its double-digit growth in
profitability.

As you can see on the top left of Page 7, the bank reported a 12% increase
in net profit, reaching KD 63 million during the year with an earnings per
share of 20.4 fils.

Our operating profit grew by 2% to KD 85 million as shown on the top right
chart. This was driven by the 4% or KD 6 million increase in operating
income, which we will detail further in the next section of the presentation.

The bank’s return on average equity remained above the industry average
at 11.7% in spite of the bank’s greater capital base after the 15% rights
issuance last May of KD 132 million.

Meanwhile our return on average assets has remained broadly stable at
1.30% over the comparable period in 2018.

Now moving to the operating income components on Page 8, we can see
that Operating income reached KD 146 million, an increase of 4%. The
main driver for this is the growth is net fees and commissions and
investment income.

As you can see on the top right chart, the Bank’s net financing income
declined by 1%, to KD 120 million despite the increase in the average
balance of profit-earning assets by 12% over the same period last year, as
shown in the bottom right chart. The net profit margin has decreased to
2.67%.

This decrease, as we mentioned before, is a result of the funding cost
increase due to the lagging effect of increases in repo rate 100 basis points
consistent with the US Fed increases, while raising the discount rate 25bps
through 2018.

We will now look at the non-financing income for 2019.



Fees, commissions and FX income grew by 22% to KD 20.1 million which
contributed well to the growth in operating income. This was mainly driven
by the growth in arrangement fees, trade services, assets under
management and banking service fees. Reflecting the increase in the
corporate and retail customers’ base. The percentage of fees and
commission income to total operating income increased to 14% from 12%
in the same period last year.

2019 also witnessed a growth in the investment income mainly due to
better performance of our investments.

Now, we will move to slide 9 and discuss the growth in operating expenses.
Our operating expenses grew at 8%. The increase is mainly to support
business growth and fund strategic initiatives of the bank. Our cost to
income ratio was 41.9% with cost to average assets at 1.27%.

The overall composition of operating costs remains fairly consistent with
that of last year with staff costs the predominate expense, and noting that
the increase in depreciation and decrease in G&A is a result of the leased
asset depreciation under the new IFRS 16 standard.

We will now move onto provisions on slide 10, where we can see that the
total impairment provision for 2019 was KD 18.7 million which was mainly
financing related. The bank continues to maintain its prudent provisioning
to maintain the quality of assets and strengthening the balance sheet with
a the loss ratio at around 0.4% and total provisions to operating profit at
around 22%.

I would like to point out that the IFRS 9 provision was lower than the
provision as per CBK at 2019 by approximately KD 15 million.

Now moving on to slide 12 let us look at our Balance sheet.

Overall, our total assets grew by 22% Year on Year. This increase was
mainly driven by the 14% growth in the financing portfolio that dominates
the balance sheet composition and represents 70% of total assets.

Liquid assets to total assets ratio increased in 2019 to around 24%
however in general, the composition of total assets is broadly consistent to
that of 2018.

Customer deposits also increased by 17% Year on Year. This growth is
mainly from retail deposits. The YoY growth in core retail deposits which is
well diversified and more stable in nature was around KD 491 Million or
22% growth which is well encouraging and thereby reducing our
dependency on wholesale deposits. Retail deposits represents around
60% of the total deposits. The Bank’s CASA ratio grew to 27%, from 26%
in the comparative period last year. This of course reflects the Bank’s
strong brand recognition and successful implementation of our strategy
based on superior customer service and innovative products.

The bank has maintained its loan to deposit ratio at a comfortable level of
approximately 86% compared to the regulatory maximum of 90%.
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Omar Bouhafs

Mohamed Ibrahim

We now move on to slide 13 to discuss the performance of our financing
portfolio. Our net financing portfolio grew by KD 467 Million Year on Year
or 14% against a broader market growth of less than 6%.

Corporate financing grew by KD 306 Million or 17% and retail financing
grew by KD 158 Million or 11%. Retail financing at 43% of total financing
portfolio remains as one of the highest ratios in the market.

Boubyan’s NPL ratio continues to be stable at around 0.9% which remains
one of lowest in the industry.

Our Loss coverage ratio is 211% which is also one of the highest in the
industry.

We now move on to our last section on Capital Ratios on page 15.

The Bank’s capital adequacy ratio rose to 20.3% as a result of the Banks
rights-issuance mentioned earlier, well above the regulatory minimum of
13.5%.

Risk Weighted Assets reported a Year on Year growth of 20% which is
primarily driven by asset growth of 22%.

Regulatory capital mainly comprises of Common Equity Tier 1 which
represents 83% of the total capital, an increase from 2018 as a result of
the rights-issuance, followed by additional Tier 1 at 12% which is
comprised of Boubyan Sukuk issued in May 2016.

The leverage ratio was 11.2% which is broadly in line with the market and
well above the regulatory minimum of 3%.

With this | would like to conclude my briefing on the financial performance
for 2019 and thank you for your attendance. Now, | would like to handover
to the operator for the Q&A session.

Thank you. We will now start our Q&A session. Ladies and gentlemen, if
you wish to participate in our written Q&A please type your question Into
Ask a Question text area. Then click the submit button. Thank you for
holding

Ok thank you all for waiting and appreciate your patience, we understand
the line was cutting at times during the conference. We want to let you
know that a full copy of the transcript will be made available on the Boursa
Kuwait Website, and if you have any further questions, you can reach us
via the investor relations email address.

OK to commence now with our first question, can we explain the decline in
our net profit margin in 2019 and provide an update on the outlook of the
margin in 2020.

We’ve have discussed this during the coverage of the financials and over
the past 3 quarters, the decline during 2019 was mainly related to lagging
effect of the changes in REPO rates in 2018, four times or 100 basis points
with the discount rate changing only once by 25 basis points. However if
you look into the last quarter of 2019 the margin was a bit stable at around
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Omar Bouhafs:
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Omar Bouhafs:
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Omar Bouhafs:

Mohamed Ibrahim:

2.63. We expect for 2020, based on a forecast of a stable profit rate
environment, to be maintained in the 2.6% region.

This decline was driven by the monetary policy and we believe this has
nothing to do with aggressiveness in terms of pricing. Boubyan’s strategy
in relation to customer acquisition is building the relationship and
leveraging the brand of Boubyan and we are not after aggressing pricing
in the market.

Ok our next question asks regarding the acquisition cost for BLME and
what percentage will it contribute to group assets, some of BLME’s metrics
and when you expect the transaction to close?

As we mentioned, we published the offer on 20th of December to acquire
BLME. The total consideration for the 100% ownership of BLME was
mentioned at approximately US $158 million. Hopefully, the transaction
goes successfully and BLME will be consolidated into Boubyan Bank. If we
look into BLME's financials their assets represent approximately 10% of
Boubyan’s total assets.

Relating to the timing of the transaction, I'm referring to the offer document
on our website which mentions the timetable, the first closing date for
acceptances is on the 27th of January and we will announce by that date
the status of the transaction.

Ok, our next question is asking about the drop in NIMs in 2019 whether it
was a result of an aggressive pricing strategy and the outlook on NIMs, and
we believe we have already answered that question.

Ok our next question is asking about the provision charge in 2019 and if
the lower cost of risk in 2019 is sustainable in 2020?

Currently the cost of risk for 2019 was approximately 39 basis points which
reflects our prudent provisioning over the past 10 years.

For 2020 we believe the cost of risk will stabilise at 40 basis points. Of
course this is dependent upon market conditions and regulatory
requirements however for now we can give a guidance at 40 basis points.

Ok our next question is asking if we can share again the retail contribution
to deposits and the CASA contribution.

Yes, maybe the line was cutting during this point. The customer deposits
in 2019 increased by 17% year-on-year. This was mainly from retail
deposits which grew by around 491 million or 22% and this is well
encouraging and reducing our dependency on wholesale deposits.

Retail deposits now represent around 60% of total deposits. The bank
CASA ratio grew to 27% from 26% in the previous year.

Ok, our next question is asking what is your loan growth guidance for
20207

During 2019 our loans grew by 14%, we aspire to maintain our growth in
2020 in the low double-digit range and to continue the same trend of
previous years.
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Ok, our next question is asking for guidance going forward into 2020 in
terms of loan growth and NIMs and we believe we have already answered
that question.

Ok our next question is asking on our outlook on operating costs and on
cost to income ratio from 2019 levels.

Currently we are growing in double digits for our business as reflected in
the growth in our financing portfolio, number of customers and customer
deposits. We expect our operating expense to grow double digits in 2020,
however still we have our same aspiration to take our cost-to-income ratio
below the 40% region and we aspire to take it to the 37% in the coming
three years.

Ok our next question is asking about fee growth, that it has been above
20% for the past two years what is driving this? Is it sustainable? Or should
we expect a normalisation in the growth rate similar to loan growth rates?

Yes as we mentioned our fee income grew at 22% during 2019 and this
was coming from banking service fees, trade service and arrangement fees
as well as from our third strategic pillar related to wealth management. We
aspire to continue seeing fee income grow at a higher level for 2020 and
beyond, however our guidance is for fee income to align with portfolio
growth of lower double digits for 2020 and beyond.

Ok our next question is asking for our thoughts on the recently announced
Kuwait budget and what kind of implications keeping expenditure
unchanged might have on economic activity?

In 2019, of our corporate portfolio growth, around 12-14% was attributed
to Government related expenditure. The majority of the growth is based on
other businesses mainly private businesses and we have a very diversified
portfolio, which is balancing our growth. So we don’t have a specific focus
on specific sectors.

Ok our next question is asking for some colour on our stage 2 and stage 3
coverage ratio and how we see the cost of risk evolving into 2020?

Of course if we are talking about IFRS 9 I'll update that as per the current
regulation we must follow either IFRS 9 or the Central Bank regime
whichever is higher. In Boubyan’s case, CBK calculation was higher than
IFRS 9 by approximately 15 million KD.

If we are talking about stage 2 and stage 3 coverage, we cannot reconcile
these numbers with CBK regulations because this is what we are currently
reporting. Butjustto give you some colour regarding stage three coverage,
our calculation for IFRS 9 was very conservative and following CBK
requirements which taking stage 3 up to 100% approximately after
including some haircuts for collateral. For stage two, our coverage is in the
range of 15%-20%.

Ok, our next question is asking is there a target for coverage ratio?
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There is no specific target for coverage ratio, again the requirement for
CBK provision which we are currently implementing doesn’t take into
consideration the non-performing loans only, it also considers the
performing loans and we have judgemental and CBK general provision, so
we do not have a specific target for coverage ratio.

Ok we have a question on loan growth forecast for 2020 and also asking
for the share of corporate banking and the break up and which sectors are
driving the growth which we believe we have answered earlier.

So our next question is what level of loan growth are you expecting in 2020
and what segments will drive this growth?

We expect a similar balance of growth between retail and corporate. During
2019 retail growth represented 35% of total financing portfolio growth. We
expect this to continue into 2020. By the end of 2019 retail represented
43% of our total portfolio.

Our aspiration is to have retail above 40% and this still would be one of the
highest ratios in the market.

Ok our next question is asking about how much investment in technology
is reflected in general administration expenses and how do you see the
cost to income ratio evolving in the near term?

Currently our investment in technology represents approximately 15% of
our total operating expense, so this includes the direct expenses as well as
the amortisation of any capital expenditures we are incurring for this. And
we believe this ratio will continue at a similar range of 15%.

Regarding cost-to-income ratio | think we already covered this, but I will
repeat maybe if the line was cutting. We expect for 2020 lower double digits
however we aspire to maintain the growth in operating expenses to be
lower than the growth in operating income. We might see a similar or higher
growth in OPEX higher than the last year or two, however our cost-to-
income ratio should see some decrease from the current level and our
aspiration is after 3 years to maintain it at the industry average of 37%.

OK our next question is asking do you expect any need for additional
capital in the next 3-4 years given the recent rights issuance? When do you
foresee the next capital call?

Itis a bit difficult to comment out on a 3-4 year horizion, however we believe
our current capital adequacy ratio of 20.3% will cover the growth required
for Boubyan at least for 2020. For 2021 as we have the first call option of
Boubyan Sukuk and we will comment at that time on any capital needs.

Our next question is asking for a clarification regarding loan growth at 14%
do we expect it to grow at a rate lower than in 20197

For loan growth, we mentioned lower double digits, not necessarily lower
than 2019. It will be in a very similar region to 2019 growth.

Ok, we have a question on cost and growth in OPEX in the future years,
which we believe we have already answered.
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Ok our next question is asking for our NSFR level in 2019 versus the 2018.

Itis currently 116% versus 2018 level of approximately 118% both of which
are above the regulatory minimum of 100%.

Ok, our next question is asking about the retail focus of the bank and
whether we can shed some colour on the product innovation and digital
investment and our emphasis on youth. For this question | will hand over
to Mr Abdullah Al-Tuwaijri our Deputy CEO to answer this question.

Yes it is true that one of the main segments the bank focuses on is youth
and that has been paying back very well. As explained earlier by our CFO
the bank spends around 15% of G&A (general and administrative expense)
on technology and digital, and this trend will continue. In fact, we are
increasing the focus on digital we have now built a digital factory within
Boubyan to continue the journey of being the most innovative and digital
driven bank in Kuwait and that is actually attracting youth to Boubyan.

OK, our next question is regarding the drop in the coverage ratio in 2019
despite the increase in NPLs, both general and specific provisions have
decreased any reason for this?

The drop in coverage ratio and the very similar decrease in provision
balances are related to the write off as mentioned in our financials.

OK our next question is could lower retail contribution of 3 points from
current levels have pressure on margins?

Currently the growth we see in retail which represents 35% of growth in our
financing portfolio is very encouraging and also represents over 20% of the
total market growth, so retails contributes materially to our profitability and
to our margin. As we mentioned, even with these ratios we believe the
margin can be stabilised at 2.6%

So given there are no further questions remaining, so we’d like to thank
you all for your attendance today and remind you that should you wish to
ask any follow up questions you may do so via the investor relations email
address listed on our website. Thank you.
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DISCLAIMER ,uT g iy
Boubyan Bank

THE INFORMATION SET OUT IN THIS PRESENTATION AND PROVIDED IN THE DISCUSSION SUBSEQUENT THERETO DOES
NOT CONSTITUTE AN OFFER OR SOLICITATION OF AN OFFER TO BUY OR SELL SECURITIES. IT IS SOLELY FOR USE AT AN
INVESTOR PRESENTATION AND IS PROVIDED AS INFORMATION ONLY. THIS PRESENTATION DOES NOT CONTAIN ALL OF THE
INFORMATION THAT IS MATERIAL TO AN INVESTOR. This presentation has been prepared by (and is the sole responsibility of)
Boubyan Bank K.S.C.P. (the “Bank”).

The information herein may be amended and supplemented and may not as such be relied upon for the purposes of entering into any transaction.
This presentation may not be reproduced (in whole or in part), distributed or transmitted to any other person without the Bank's prior written consent.

The information in this presentation and the views reflected therein are those of the Bank and are subject to change without notice. All
projections, valuations and statistical analyses are provided to assist the recipient in the evaluation of the matters described herein. They may
be based on subjective assessments and assumptions and may use one among alternative methodologies that produce different results and, to the
extent that they are based on historical information, they should not be relied upon as an accurate prediction of future performance. These materials
are not intended to provide the basis for any recommendation that any investor should subscribe for or purchase any securities.

This presentation does not disclose all the risks and other significant issues related to an investment in any securities/transaction.

Past performance is not indicative of future results. The Bank is under no obligation to update or keep current the information contained herein. No
person shall have any right of action against the Bank or any other person in relation to the accuracy or completeness of the information
contained in this presentation. No person is authorised to give any information or to make any representation not contained in and not consistent
with this presentation, and, if given or made, such information or representation must not be relied upon as having been authorised by or on behalf
of the Bank.

This presentation does not constitute an offer or an agreement, or a solicitation of an offer or an agreement, to enter into any transaction (including
for the provision of any services). No assurance is given that any such transaction can or will be arranged or agreed.

Certain statements in this presentation may constitute forward-looking statements. These statements reflect the Bank’s expectations and are subject
to risks and uncertainties that may cause actual results to differ materially and may adversely affect the outcome and financial effects of the
plans described herein. You are cautioned not to rely on such forward-looking statements. The Bank does not assume any obligation to update its view
of such risks and uncertainties or to publicly announce the result of any revisions to the forward-looking statements made herein.
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Financial Highlights

Financial snapshot

Net Profit to shareholders 62.6
Operating Income 145.8
Operating Profit 84.7
Total Assets 5,301
Financing Portfolio 3,729
Customer Deposits 4,347
Earnings per share (Fils) 20.4
Book value per share (Fils) 200

Key Financial Metrics

| 2019 | 2018 |Variance]

Return on Average Equity (%) 11.7
Return on Average Assets (%) 1.3
Cost to Income (%) 41.9
NPL Ratio (%) 0.9
Capital Adequacy Ratio (%) 20.3

Source: Financial statements, Boubyan analysis

56.1
139.7
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1.4
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Boubyan Bank

Market share

Assets mDeposits ®mFinancing Portfolio

8.6% 9.3%

580 ©-5°

4.8%

5.4%

2014 2018 Nov-19

Credit Ratings

Rating Long Outlook| Date
Agency Term
Rating

Jan
MoobDYy’s A3 Stable 2020
STANDARD Nov
&POOR’S A Stable 2019

Oct

FitchRatings A+ Stable 2019
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The Bank’s strategy builds on robust domestic foundations lag el i

Boubyan Bank

Strategic objectives

= Clear focus on high net worth and affluent clients
* Expand branch footprint

Ezﬂ:ng = Maintain leadership in customer experience
* Product and channel innovation
* Grow market share
Scale up the * Primary banker for large and mid-market customers
core domestic  Corporate * Maintain fair share with super large corporate
business Banking = Superior service (speed & quality)
* Product and channel innovation
_ * Scale the PB/WM management operating model
Egr\:sitr?g / * Expand product offerings in conjunction with
Wealth Boubyan Capital

Management = Grow market share
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Income statement analysis

Profitability and performance ratio

Net profit (KD Million)

&

2018 2019

* Return on Average Equity (%)

13.0%

- 11.7%
—
2018 2019

* Return on Average Equity is computed based on shareholders’ equity after adjusting the net profit for Tler 1 Sukuk costs

Source: Financial statements, Boubyan analysis
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Boubyan Bank

Operating profit (KD Million)

2018 2019

Return on Average Assets (%)

1.35% 1.30%
— —a
2018 2019
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Income statement analysis

Operating income components and Net Profit Margins

Operating Income (KD Million)

= Operating income

..

2018 2019

Composition on operating income

EInvestment inc = Fees, Com. & Fx = Financing income

2018 2019

Source: Financial statements, Boubyan analysis
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Boubyan Bank

* Net Financing Income

= Net Financing Income

..

2018 2019

Net Profit Margin %

== Average Profit-earning assets - KD M e=fl=—NPM




Operating costs and efficiency

Operating costs (KD Million)

= Operating costs

2018 2019

Operating efficiency (%)

=i—Cost to Income Ratio

40.6% 41.9%
C=— =il
2018 2019
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Boubyan Bank

Composition of Operating costs*

= Staff costs mGeneral & Admin = Depreciation

8% 13%

2018 2019

Operating costs to average assets (%)

= -0
2018 2019

vlaiy Jooi

* Operating cost composition reflects application of IFRS16 leases, applied prospectively from 1 January 2019

Source: Financial statements, Boubyan analysis
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Provisions and related ratios

Boubyan Bank
Provisions (KD Million)
General m Specific Investment/other
238 18.7
8.4
11.2
4.2
2018 2019
Loss ratio % Provisions to Operating profit %
29.2%
— 22.1%
0.57% 0.39% —
" -1
2018 2019 2018 2019
vl Joai

Source: Financial statements, Boubyan analysis 10
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Balance sheet analysis ,‘\
Assets and Sources of Funding glag iy

Boubyan Bank
Total assets (KD Million) Composition of assets
3% ., 2% 3056 2%

2018 2019
2018 2019 “ Financing Portfolio ®*Liquid assets ®Investments ®PPE & Other assets
Total deposits (KD Million) Financing Portfolio to Deposit Ratio

86.9% 85.5%
2018 2019 2018 2019

* Liquid assets include cash and balances with banks, Deposits with CBK, Deposits with other banks and Sukuk Investments il Joaj

Source: Financial statements, Boubyan analysis 12



Ba_lance she_et analysis _ _ ,‘\
Financing Portfolio and asset quality olasa i
Boubyan Bank

Financing Portfolio — KD Million Composition of Financing Portfolio

Corporate = Retall

56% 57%
2018 2019 2018 2019
Non performing Financing Portfolio Loss Coverage ratio
e NPL - KD Million  —#=NPL %
0.9% 0.9%
¢ M 252%
>— 211%
. )
ulaiy Joai

Source: Financial statements, Boubyan analysis = : 13
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Capital Adequacy

Capital adequacy ratio Leverage ratio

mm RWA - KD Million  =l=Total CAR

V &

Boubyan Bank

11.2%

. 20.3%
18.2% =
- 10.0%
._—
2018 2019 2018

Composition of regulatory capital

ECET1 mAdditional Tier 1 Tier 2

6%
11%

2018 2019

Source: Regulatory returns

2019
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Questions ?
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Appendix
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] w
Consolidated Income Statement ,UT 1ol

Boubyan Bank

KD Million 31-Dec 31-Dec 31-Dec

2019 2018 2017
Income
Murabaha and other Islamic financing income 207.6 182.9 149.4
Distribution to depositors and Murabaha Cost (88.2) (62.6) (46.0)
Net investment income 4.2 1.1 7.9
Net fees and commissions income 16.4 134 11.1
Share of results of associates 2.0 1.9 0.6
Net foreign exchange gain 3.7 3.0 2.5
Operating Income 145.8 139.7 125.6
Expenses
Staff cost (36.1) (33.6) (31.0)
General and administrative expenses (17.1) (18.8) (17.9)
Depreciation and amortization (7.9 (4.3 (3.9

(61.1) (56.8) (52.9)

Total Expenses

Profit before provision for impairment 83.0

Provision for impairment (18.7) (23.8) (22.4)
Profit before taxes 66.0 59.1 50.3
Taxes and board remuneration (3.3) (2.9) (2.6)
Non-Controlling Interests (0.0 (0.2) (0.1)
Net Profit for the year

62.6 56.1 47.6
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Consolidated Statement of Financial Position

KD Million 31-Dec 31-Dec 31-Dec
2019 2018 2017
Assets
Cash and balances with banks 2324 83.8 76.6
Deposits with Central Bank of Kuwait 306.2 244.7 263.7
Deposits with other banks 427.3 237.1 208.9
Islamic financing to customers 3,728.8 3,262.3 3,193.0
Investments in Sukuks 80.4 309.3 306.0
Other investment securities 327.1 73.5 67.4
Investments in associates 33.1 28.9 30.3
Investment properties 46.6 24.0 27.9
Other assets 324 24.1 24.2
Property and Equipment 86.2 57.0 55.2
Liabilities and Equity
Liabilities
Due to banks 236.5 97.2 142.0
Depositors' accounts 4,347.2 3,720.9 3,594.0
Other liabilities 63.7 40.7 43.3
Total liabilities
Equity
Share capital 288.4 238.8 227.5
Share premium 156.9 62.9 62.9
Proposed bonus share 14.4 11.9 11.4
Treasury shares (0.2) (0.6) (1.2)
Statutory reserve 31.8 25.3 19.3
Voluntary reserve 30.5 24.2 185
Share based payment reserve 1.0 14 17
Fair value reserve 0.2 35 3.9
Foreign currency translation reserve (9.5) (9.9) (9.3)
Accumulated retained earnings / (losses) 35.8 317 24.1
Proposed cash dividends 26.0 19.1 15.9
Equity attributable to equity holders of the bank
Perpetual Tier 1 Sukuk 75.4 75.4 75.4
Non-controlling interest 2.3 2.3 2.2

Total equity

vlaiy Jooi

Total liabilities and equity



Thank you
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