4 ganadl (Sl uid |
Group Chief Executive Officer

Date: 20 January 2020
25 Jumada Al-Lla 1441
Ref: 10410/ 2F 12020

To: CEO - Boursa Kuwait
Peace, Mercy and Blessings of Allah be upon you

Subject: Disclosure of Material Information

Outcomes of KFH Media Conference
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In reference to the above, and in line with Kuwait Finance
House "KFH' interest in adhering to Chapter 4 'Disclosure of
Material Information” of CMA Executive Bylaws Book 10
{Disclosure and Transparency), KFH would like to report the
following:

# KFH has convened a media conference for the public
on Monday 20" January 2020 at 1:00 pm at Sheraton
Hotel - HKuwait, Diamond Hall, pertaining to
discussing the project of KFH's acquisition of Ahli
United Bank B.S.C. in implementation of the Central
Bank of Kuwait's requirements.

® The conference, attended by KFH's Board of
Directors, Executive Management, Fatwa and
Shariah Supervisory Beard.

® The conference aimed at providing the public with an
opportunity to ask questions in the various technical
and Shariah aspects, clarifying the acquisition's
legal structure, the effects of the acquisition on KFH,
its shareholders, customers, the banking system
and the national economy, the expected quantitative
and qualitative benefits, the financial soundness
indicators of capital adequacy, asset quality,
profitability, liquidity, challenges, key risks and the
procedures of converting the conventional assets
into Shariah-compliant-assets.

Altached is the Presentation and the Conference

Minutes of Meeting for your reference. A copy of the same

has been submitted to Capital Markets Authority.

Best Regards, . /,f
Mazin S Al Nahedh -

HKUWRIT FINANCE HOUSE. K5CF | State of Kuwalt Headguarters
Trade Registration Mo 26066 | Paid Up Capital KD S97 648 0200200
PO Box 24089, Safat 13110, Kuwait

T: +965 22455862 - +065 22420043 | F: #9865 22413020

£ cotpEkfh.com | waw kfh.com

Wuwalt Finance Housa

"elny” GugSI Jageill s s Lioymg coMel ganigld J) 55L500

(B85l Slaglall e FLad)l) mldl duaddl Gilidlade, plA7TE e
Lgd Liaull Al ce (Adladlly 2 Ladill) calall SLST e
e Lo s JUU 3l gd

alilin ol syeend] Ladle] et Sl Jgaill Caty uie @

waill a¥l clidl e 5uaSdl Jiganll Cu Slgmil frgpies
pss llis (g5Sl CugSIl el Slilazl Thuas ellly cap. b
3 1 Bulgdl Acludi ales § 2020 5l 20 381 5l1 cnidyl

Al Ae Ll - 209801 - (53l p 801 Gusd

Rl 515315 GupSH Jugatll i B3] udima yaiphl puam @

g il B la Mg s giall Biay

iliies § Al plal jgiemld dunyall 2abf J) a5l s @

dleal gilall laladll medsiy deepadly dudll el
e aMecy daaluag wliv e Mgmia) HUT o 3l
degilly 2aSl adlilly alogll 2Laid¥ly 3 pall sl
Bagas JUI ol WA e AU Adludl Sly S50 cdadgill
Apseladll Jlalielly Shasdly WUgeadly Amsylly Jgeol]

eS| B i) s 3881 il pk Jge¥l Jami Silel s

S Baladl L33 s lis. padghl siameay ll_._;n._l.l.i.ﬂl oaadl 5

LAY LTEA AT ST

s By U 3l o] R

A le Jad, glads,

s STl F R L [ T AU

Bl JUl ol | 0 gl et

__,ﬁl.'l'-'" Il FLAAN =
HATT TV ok | HATE TYLYAREY - 4470 TTEEEANT 1z
wiww kfh.com | corp@kfh.eom -Gy mam ol



20 January 2020

Kuwait Finance House (KFH)

Appendix (11)

Disclosure of Material Information Form

‘Qutcomes of KFH Media Conference

2020 .la 20

(in) Gussdl Jogaidl iy

(11) pd; Gxcha

Lpagxll Slaglall e rhad¥l »iges

s e e e ]




Date
20 January 2020

Listed Company

Kuwait Finance House (KFH)
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Material Information

® KFH has convened a media conference for the public
on Monday 20" January 2020 at 1:00 pm at Sheraton
Hotel - Kuwait, Diamond Hall, pertaining to discussing
the project of KFH's acquisition of Ahli United Bank
B.S.C. in implementation of the Central Bank of
Kuwait's requirements.
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® The conference, attended by KFH's Board of Directors,

Executive Management, Fatwa and Shariah Supervisory
Board.
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® The conference aimed at providing the public with an
opportunity to ask questions in the various technical
and Shariah aspects, clarifying the acquisition's legal
structure, the effects of the acquisition on KFH, its
shareholders, customers, the banking system and the |
national economy, the expected quantitative and
qualitative  benefits, the financial soundness
indicators of capital adequacy, asset quality,
profitability, liquidity, challenges, key risks and the
procedures of converting the conventional assets into
Shariah-compliant-assets.
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on the Company’s Financial Position

& Currently, there is no effect on KFH's Financial
Position.

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,
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If a Listed Company, which I8 a member of a Group, disclosed some
material information related to it and has Significant Effect on other
llsted companies’ which are members of the same Group, the other
companies’ disclosure obligations are limited to disclosing the
information and tha financial effect occurring to that company itself.
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Outcomes of KFH Media Conference

Aasem Al-Ba'eeni - Economy & Business Magazine
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The Central Bank of Bahrain has placed a condition
that AUB - Bahrain shall maintain its position as the
head office for its subsidiaries. How will that be
achieved?
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Al Marzouk: This condition would not impact the
acquisition feasibility in any way. Studies were not
intended to transfer the subsidiary banks of AUB to
KFH. The studies stated that the subsidiary banks
shall remain with AUB. To achieve acquisition, we
have demanded the approval of 85% of AUB
shareholders in a general assembly meeting, as the
bank would be 100% owned to KFH. These entities
are currently within KFH matrix e.g. Kuwait Turk has
a subsidiary bank in Germany, and we are dealing
with it smoothly without any problems.
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Aasem Al-Ba'eeni - Economy & Businéss Magazine
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How would Ahli United Bank be digitalized?
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We are placing detailed plans to digitalize the bank
in collaboration with the Central Bank of Kuwait. The
digital bank would be beneficial to KFH, bearing in
mind that this idea and trend already exist with our
executive management as part of KFH strategic
vision.
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Aasem Al-Ba'eeni - Economy & Business Magazine
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How would the digitalized bank reflect on the current
staff of Ahli United Bank?
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The digital bank shall serve a certain segment of
customers ie. it shall not serve corporate
customers or private finance services. Digitalization
shall serve retail customers.

We are considering the transfer of activities which
digitalization does not cover to KFH. There are no
worries about employees. Maintaining the license of
Ahli United Bank would be a strategic goal.
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When will KFH share be traded after the merger
process?
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There will be an obligatory offer to the shareholders
of Ahli United Bank as we will own 75% of Ahli
United Bank — Kuwait. This would be our current
tendency. Nothing can be affirmed yet until the bank
digitalization process is agreed. Following the
acquisition date on 20™ April, KFH shares shall be
traded and there will be no amendment on bonus
shares or other shares.

- il a0l il aabued Gealyl Liope llin (i9Sins
- asall Gla¥l cldl g %75 clladin LY (cuesll
Y] e prm o LiSes ¥y L Jldl jguall 1ia .2ugST
sazll seall da (el el A e GLasY) aay
Sl gl e Jgluidl pii oyl 20 § 3amiidll

Lani of Bouill pl e Jodad @lia 5450 ol

Salem Abdul-Ghafour - Al-Qabas
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Regarding 2019 distributions: Are they going to be |

made for each bank separately or for the entity after
acquisition?

il gl sus Ao I8 (aSE GgSi Lo 2019 Silasies

Tl gmiadl| aay

Théy will be made to each bank separately. Bonus
shares were taken into consideration in the KFH
General Assembly decision. It was agreed with AUB
- Bahrain that the distribution this year shall not
exceed the distribution made last year.
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Ahmed Hajjaji - Reuters
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What will be the timeframe and stages of the merger
process?
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Al Nahedh: The timeframe shall be executed on
stages. The first stage shall cover the
transformation of ‘AUB - Bahrain’ and * AUB - Egypt’
to Islamic banks. This process would consume 6-12
months. The transformation of * AUB - Britain' to an
Islamic bank would consume the same period
approximately.

We expect to finish this whole process within 18 - 24
months. Full transformation would take 3 years (by
the grace of Allah) as stated by Dr. Mohammed Al-
Tabtaba'e.
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Ahmed Hajjaji - Reuters
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You have mentioned that the new entity profit would
approximate US$ 1.5 annually. Is that true?

sbeks 1.5 1 dalyf i suasdl HLST1 o) paans
"?Eé_z..a lia la .L‘_g.i.m_ﬂ_g.'t

Al Marzouk: Yes, profit would approximate US$ 1.5
Billion, representing the consclidated profit of both
banks. This figure represents the annual profit
realized by both banks in 2018.
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What plans do you have for the new entit;;.r after the
merger?
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This question has been answered in the opening
presentation made by Al-Shal Company.
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Thamer Al-Dakheel - Bu-Rashed News
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Wﬁfilt positive return | would achieve as a customer
in both banks?
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Al Nahedh: We need to change the customer service
systems in both banks. This process would
consume 6-12 months. Meanwhile, we would be able
to serve our customers in Bahrain through Al-Hilal
Service. This system would provide Sharia
compliant services for AUB - Bahrain. We anticipate
that, at the end of this year or the first quarter of next
year, we would have one image, one system and one
service. Obviously, there would be a re-codification
and restructuring process for certain branches. We
will determine which branches we will need, and
which branches we will close. However, the transfer
process of accounts will be performed according to
procedural and regulatory restrictions, as they differ
from the finance transactions which in turn differ
from one country to another e.g. the cash
withdrawal process would be easier than before.
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Sameer Al-Nafeesi - Owner
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Congratulations for the merger step which came in
a time when KFH was facing financial and
administrative challenges. It's a gigantic job and a
great vision. Maintaining a leading position would
be most important. You have a long way to go. My
question is: How will the acquisition be Cash or
Shares?
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It's too early to talk aI;nut that or affirm it. Initially,
there is the obligatory offer. The volume itself is not
a target although
advantages i.e. mitigating finance cost. Sukuks
would be issued at larger volumes and less cost.
The huge capital base gives the advantage of solo
finance to mega projects. The more your share in

it gives the bank several

financing credit projects, the more commission you
will get. Strong credit rating would increase the
competitiveness status.
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Traditional Assets in AUB - Bahrain : What is their P L oyl - el &45;1 el szl Jouoll
percentage and the timeframe for transforming them S atbeadll Lligmed 5 Ad5 Lad
into Islamic Assets?
Shadi Zahran: According to Ahli United Bank Obd 2018 alal sl &‘,l_;q A E | [5_53 :olpay gobd

financial statements for the year 2018, sharia ;
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compliant assets reached 43% of total budget of Ahli Jlezl o dl & <y

United Bank. The transformation process would be | 3 Loy (gl (5llai 9Sims bl a1 Builiee
gradual over a period of 3 years. elgin 3

Attendee: : yguanell el

Is the name going to be retained? Sl e el piic Ja

Currently, the name would be retained. However, the | L., ,SI . Jladl cigll § el e ol piies Litsa
trademark might be changed in the future. We have
a study in this respect, but we prefer to keep it
unrevealed until the acquisition process is | #les alasl say Lo J) Laelsy) Llnd ST oladl
completed.
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Important factors have had an adverse impact on the business environment in general and banking business environment in particular:

1. A major global financial crisis in 2008, the main culprit of which was the financial sector. Its results included, but were not limited to, a weak growth of
the global economy and the promulgation of laws and regulations restricting banking business similar to what happened after the Great Depression in
1929.

2. Regional geopolitical violence incidents, including the Arab Spring earthquake, have started in 2011 and their aftermath are still being witnessed.

3. A downturn in oil prices since the Autumn of 2014. Prices are still at half of their 2013 levels whereas public expenditure requirements are continuously
increasing.

4. Disagreements within the GCC organization have intensified.

5. Success of popular leaders in the United States of America, Britain and some European countries has led to income decline and trade warfare, all of
which are adversely pressing factors on the growth of the global economy and, consequently, oil prices.

6. Technological developments have increased competition from new players in the financial services sector which was historically monopolized by banks
and from cleantech companies and environmental concerns. The former is pressing on banks’ competitiveness and the latter is pressing on oil prices.

7. As demonstrated by the increasing number of banking mergers in the Gulf region, it seems that KFH’s acquisition transaction is only one of around 10
regional transactions that are legitimately driven by the same rationale: becoming more competitive.
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Assign Goldman Sachs
to Find a Target for a
Assign an external audit firm to review Merger or Acquisition
and confirm the assumptions and
estimates of KFH’s management
regarding sustainable profits, as KFH
estimates indicated that high growth
rates cannot continue starting 2016.

Sustainable Profits

The suitable target must achieve an immediate and sustainable growth in
KFH’s profitability while having its shares traded at low price to earnings
multiples. 27 potential targets were filtered down to 3, amongst which Ahli
United Bank (Bahrain) was retained due to the high probability of
successful acquisition.

KFH’s Temporary AUB’s Earnings Levels are
Strength Factor Similar to KFH’s
Regarding the trading of its shares at Represented by the high valuation of its The compounded annual growth rate of
high  profitability =~ multiples  falling market value or the trading of its shares at AUB'’s profits is threefold that of KFH’s. Such
between 17-20 times earnings based high profitability multiples, which raises its growth has been sustained over the last ten
on unrealistically high profitability weight in the ownership of the merged years and AUB’s shares are traded at half

growth expectations. entity. the price to earnings multiples of KFH. n
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Ju—il ALSHALL
Exclusive financial advisor of KFH in relation with the Old man
acquisition. Provided a fairness opinion on the swap ratio of . - . I -
2.325581 common shares of AUB against each share of KFH. ﬂ(’J]S Assigned officially by KFH since the beginning of the acquisition

idea. Reviewed the studies received by KFH and provided a
second opinion. Submitted a feasibility study for the merger to the
Central Bank of Kuwait for the purpose of granting approval to KFH
proceed with the acquisition.

Prepared a preliminary valuation report regarding the C REDIT SU ISSE Freshfields

acquisition and determined the exchange ratio Bruckhaus

between the two stocks. HSBC ‘X’ Deringer
khine PWEik

Linklaters

Conducted financial and legal due diligence, and submitted

MCKiIlSGY their reports to KFH and AUB boards.
The Central Bank of Kuwait assigned McKinsey Company, which specializes in

mergers and acquisitions, to study the proposed acquisition in parallel with the & Company

different studies performed by KFH. Concluded that the acquisition will lead to

the creation of not only a bigger but also a better bank. ‘
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KFH and AUB have finally announced their swap ratio — 1 KFH share for 2.326
AUB shares, fairly valued, in Argaam’s view. Arqgaam expects that the merger l\ /l OODY’S
and acquisition will boost KFH’s return on equity by 270bps. MSCI EM upgrade

of Boursa Kuwait should lead to passive inflows of USD 310m for KFH.
KFH would benefit from merger with AUB. Although the merger would present

significant integration challenges owing to the banks’ geographically
_— H E RM ES dispersed asset bases, it would be credit positive for KFH. The merger would
— strengthen and diversify KFH’s business, support its profitability and overall
credit quality, and offer benefits from potential economies of scale and

The Swap ratio looks like a fair multiple given AUB’s return on equity. AUB will give increased lending opportunities in a slowing economic environment,

further scale to KFH in Kuwait, as well as an entry to new markets, including Egypt,
the UK and the UAE. EFG Hermes estimates that the merged KFH-AUB entity would
create the largest bank by assets in Kuwait, slightly ahead of NBK. The agency

expects cost synergies of 20% of AUB Kuwait expenses in year 1 after the merger Fitch Affirms Kuwait Finance House at 'A+; [itchRatin gs
(2020). Outlook Stable. The discussed merger between
KFH and Bahrain's Ahli United Bank would create A+

one of the largest Islamic banks in the region.

Other Public News

Based on publically available information, one of KFH’s largest
shareholders has assigned an international advisor, a global bank, to
study the acquisition feasibility in order to support decision-making. The
outcome was favorable for the acquisition. Further, we believe that
another large shareholder has assigned its global arm to study the
feasibility of the merger and came to a similar conclusion.
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03 Status of the acquisition

On 09/10/2019, the Central Bank
of Kuwait announced its ¢
conditional approval to proceed in
the execution of the acquisition.

1 « On 04/11/2019, the Central
Bank of Bahrain announced
its conditional approval to

* proceed in the execution of

Monday 20/01/2020 is the day the acquisition.

of KFH General Assembly’s

decision on the acquisition
project.
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) After reviewing all the studies covering the acquisition project, the Central Bank of Kuwait announced the following in its conditional approval:

First - “McKinsey” Study:

Quality of Assets: The study has revealed that the assets within both the financing and investment portfolios enjoy high quality levels and that
the percentage of problematic loans is low. Furthermore, the resulting entity would have lower concentrations in financing to KFH customers due
to its high capital base and the geographical spread of its customers.

Market Risks: The study expected a reduction in the ratio of net open foreign currencies position to total shareholders’ equity.

Capital Adequacy: The capital adequacy ratio for KFH shall remain above the minimum requirement of 15% post-acquisition.

Liquidity Risks: The liquidity coverage ratio of the new merged entity is expected to be well above the minimum requirement set by the regulatory
instructions.

Profitability Assessment: The study of profitability levels in the new entity covered different ratios such as average return on assets, return on
average risk-weighted assets, average profit margin, and operations cost to average assets. All these ratios showed an improvement under the
new entity.

Technology Assessment: The study concluded that there are no obstacles to the integration process in terms of technology and information
security, although there are requirements that must be met in the field of enhancing cybersecurity and updating the technical infrastructure.
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Local competition: In terms of the banking sector as a whole comprising both conventional and Islamic sectors, the new entity’s market share
will be 31%, compared to KFH’s market share of 26% pre-acquisition. Such a percentage market share remains within the acceptable range and
does not raise anti-competitive concerns. Within the Islamic sector, KFH’s share increases from 51% pre-acquisition to 66% post-acquisition,
resulting in a weakening of competition. To this effect, the central bank directed KFH to retain the entity of AUB (Kuwait) and keep it separate,
whereas KFH intends to convert it into a digital bank.

Country exposure: McKinsey’s study submitted to the Central Bank of Kuwait concludes that the proportion of foreign assets will partially
increase and that the quality of the exposure remains within reasonable risk levels.

Deposits quarantee: The acquisition will not have an impact on deposit guarantees, as these are limited to deposits inside Kuwait only.

Systemic importance: Although the acquisition will create a large bank, the financial soundness indicators for the new entity are good and within
safe and acceptable limits.

Kuwaitization rate: According to the bank’s plan to retain national staff and reduce expatriate staff, the employment rate of nationals will increase
for the new entity.
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Second - Other Studies Summary:

Largest 6ih
- Largest Islamic bank in the world in terms of assets, and largest bank in Kuwait. Islamic LEliee
Bank in Bank in

and the sixth largest bank in the Gulf region. the
 Better able to finance major development projects. the World GCC

» Better able to compete globally through a wide network in 10 markets.

« Improved revenues from foreign markets.

* Not only KFH will become the biggest Islamic bank in the world headquartered in Kuwait, but also it will become a better
bank for developing Islamic banking due to its improved ability to employ the best talent and added capability for larger
expenditure on research and development.

« Financial soundness indicators for the new entity are within the safe range. The same can be said for profitability and
liquidity ratios, capital adequacy and market risks.

« There are remaining risks, such as risks associated with converting traditional operations to comply with the provisions of
Islamic Sharia, the risks of information technology i.e. cyber security and legal and regulatory risks, all of which require
concrete measures to mitigate them.

« The Central Bank of Kuwait will then provide all its instructions and recommendations following its conditional approval until
the final acquisition decision.
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1. An announced and major goal in Kuwait's development plan is to raise the country’s competitiveness
by becoming a financial center. To well achieve this goal, larger and better banks are required thus the
acquisition is a step in the right direction.

Graph (1) Graph (2)
Pre-Acquisition Post-Acquisition
KUWAIT’S SHARE IN THE ASSETS OF LISTED BANKS IN GULF REGION KUWAIT’S SHARE IN THE ASSETS OF LISTED BANKS IN GULF REGION
(SEPTEMBER 2019) (SEPTEMBER 2019)
Bahrain Oman

Oman3.5% 3.5%

—————— 5.8% )
: Kuwait 1 _\ 1 1 Bahrain 4.1%

Lo UAE 34.5%

UAE 34.5%

Qatar 19.3% Qatar 19.3%

\ KSA KSA
25.2% 25.2%
Source: Listed banks financial statements and AlShall analysis




04 Benefits of the

ALSHALL acquisition to the economy

Consulting

JU_ il

S % L

2. Upgrading the merged entity’s ranking by assets size compared to the biggest 15 listed banks in the
> Gulf region.

Kuwaiti Banks’ Order

Table (1) List of the Largest 15 Banks by Assets Size Table (2)

Pre-Acquisition (September 2019) Post-Acquisition

Order It’ﬁzcle ;1 glagrell:: (KII; s]:ieﬁ?on) Bank Name Location Order Percentgf&:g i 15 (K]I; S]iiel::on) Bank Name Location
1 16.4% 250,393 QNB Group Qatar 1 16.0% 250,393 QNB Group Qatar
2 14.1% 214,600 First Abu Dhabi Bank | Abu Dhabi 5 13.4% 214.600 First Abu Dhabi Bank ‘Abu Dhabi
3 12.1% 183,047 Emirates NBD Dubai 3 11.8% 183,947 Emirates NBD Dubai
4 8.7% 132,773 Namna]lsgr?;nm ereial KSA 4 8.5% 132,773 National Commercial Bank |~ KSA
5 73% 110,795 | AbuDhabi Commercial |y, ppap 5 7.1% 110,795 Abu Dhabi Commercial | sy Dhabi
6 6.4% 98,180 Al Rajhi Bank KSA 6 6.5% 101,145 Kuwait Finance House Kuwait
7 6.2% 95,112 Kuwait National Bank Kuwait 7 6.3% 98,180 Al Rajhi Bank KSA
8 45% 68.743 The Saudi British Bank KSA 8 6.1% 95,112 Kuwait National Bank Kuwait

: (SABB) ; 4% 68743 The Saudi British Bank KSA
9 4.4% 66,800 Riyad Bank KSA : > (SABB)
10 4.1% 62,614 Dubai Islamic Bank Dubai 10 4.3% 66,800 Riyad Bank KSA
11 4.1% 62,506 Kuwait Finance House Kuwait 11 4.0% 62,614 Dubai Islamic Bank Dubai
12 3.3% 49,683 Banque Saudi Fransi KSA 12 32% 49,683 Banque Saudi Fransi KSA
13 3.0% 45,567 Arab National Bank KSA 13 2.9% 45,567 Arab National Bank KSA
14 2.8% 42,533 Qatar Islamic Bank Qatar 14 2.7% 42,533 Qatar Islamic Bank KSA
15 2.6% 40,009 Commercial Bank of Qatar Qatar 15 2.6% 40,009 Commercial Bank of Qatar Qatar
67.5% 1,524,255 69.2% 1,562,894

Source: Listed banks financial statements and AlShall analysis
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Capable of employing the best talents and able to spend on research and development of the Islamic
Banking industry — aged around 6 decades, compared to traditional banking which is around 6 centuries old.

Since the headquarters of the merged entity will be in Kuwait, and as per Kuwaitization law, KFH will be
required to have at least 70% of its employees Kuwaiti nationals. Moreover, preliminary studies indicate the
possibility of reaching a percentage of national employment in the merged entity of around 76.2%. The
larger the entity and its network, the more Kuwaiti nationals will be needed, taking into consideration the
possibility of sending some of the Kuwaiti employees to the 10 markets covered by the bank.

Larger banks are able to make more profits, and Kuwait sooner or later needs a tax system to supplement
public revenues, hence the combined entity is a potential source of tax income.

Kuwait has two huge development projects. The first is “New Kuwait” 2035 which has an estimated financing
need of around USD 450 billion. The second is the Oil sector project to increase production capacity to 4
million barrels per day and which requires financing of another USD 450 billion. Total financing requirement
for both projects is around USD 900 billion, and only major banking entities are able to take a lead role in
financing these projects; a bank of KFH'’s size after the acquisition must be one of them.
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1- Profitability
The ownership of KFH’s shareholders in the merged entity according to the exchange ratio between both entities is

64.7% whereas KFH’s contribution to the profits of the combined entity in 2018 was about 53.1%, which means an
immediate increase in profits for KFH shareholders by 21.8%.

The compounded annual growth rate of KFH’s profits for the past ten years (2008-2018) was around 3.8% -
performance has improved recently - whereas the compounded annual growth rate of AUB’s profits for the same period

reached 11.1%, despite the size of its assets which was around 38.2% of the total entity's assets at the end of
September 2019.
Graph (3)
The net profits of “KFH” and “AUB”
2008-2018
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Source: KFH and AUB (Bahrain) financial statements and AlShall analysis
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» From the foregoing, this means that the immediate increase in the profitability to KFH’s current
shareholders is supported by a stable historical growth in AUB’s profits, which are likely to
continue contributing to the growth in the profitability of the merged entity, and this achieves the
primary objective of AUB’s acquisition because the potential performance in terms of the level of
profitability and its growth is likely to meet KFH shareholders’ expectations for the price of their
shares trading at high profitability multiples.

?» While the increase and sustainability of the combined entity’s profitability will maintain and
possibly increase the market capitalization value of KFH shareholders, it provides at the same
time fair compensation to AUB shareholders. For AUB shareholders, losing part of their profits is
compensated by the likelihood of an increase in the value of their shares within the combined
entity, as this was achieved during the period of the announcement of the acquisition project.
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05 Benefits to shareholders
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) Increased liquidity is first a way to gauge Boursa dealers’ acceptance of the acquisition project. Second, it supports the market capitalization

of the merged entity and third, it gives a privilege to the shareholder due to the ease it provides for disposing of shares by mortgage or sale.

) It seems that Boursa's dealers support the acquisition project whereas the liquidity of KFH and AUB’s shares has been on a continuous rise

since the start of 2018. Also, prices of their shares witnessed large increases as shown in the two graphs (4) and (5).

Accompanying the

start of the practical procedures of the acquisition process in 2019, the liquidity of both shares has improved whereas KFH’s shares liquidity
has increased by about 96.5% while the liquidity of AUB shares jumped by 258.4%. In addition, KFH has achieved market capitalization
gains in one year of around 46% - the highest amongst Kuwaiti banks. Furthermore, AUB has achieved the highest market value gains
(74.3%) among the banks listed on Boursa Kuwait. Table (3) shows the market capitalization movement of both banks in 2019 vis a vis
banks listed on Kuwait Boursa.

Graph (4)

The liquidity and price movement for KFH during (2018 - 2019)
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Graph (5)
The liquidity and price movement for AUB during (2018 - 2019)
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Market capitalization movement for listed banking stocks

Table (3)

05 Benefits to shareholders

and customers

End of 2018 End of 2019 Change
Market Cap. Stock Price (KD) Market Cap. Stock Price (KD) Market Cap. Stock Price (KD)
AUB 1,625,913,112 0.204 2,834,145,503 0.323 74.3% 58.3%
KFH 3,875,122,639 0.611 5,657,932,743 0.811 46.0% 32.7%
BOUBYAN 1,337,544,098 0.56 1,848,694,934 0.641 38.2% 14.5%
NBK 5,181,908,791 0.834 6,980,664,899 1.07 34.7% 28.3%
WARBABANK 315,000,000 0.21 412,500,000 0.275 31.0% 31.0%
ALMUTAHID 583,458,253 0.297 705,454,070 0.342 20.9% 15.2%
GBK 768,128,230 0.252 923,582,753 0.303 20.2% 20.2%
CBK 911,014,289 0.5 1,058,797,859 0.529 15.7% 5.8%
BURG 695,000,000 0.278 798,000,000 0.304 14.8% 9.4%
KIB 273,854,241 0.264 295,596,608 0.274 7.9% 3.8%
ABK 477,654,039 0.295 414,506,556 0.256 %13.2- %13.2-
I 16.044,507,692 21,924,875,925 36.6%

Source: Boursa Kuwait and AlShall analysis

) Both the sustainable increase in profitability and the increased liquidity of KFH’s shares will likely lead to
a rise in KFH’s share price levels under normal conditions at the Boursa. This implies the possibility of an
increase in the market capitalization value of the holdings of its shareholders, one-third of which are
Kuwaiti governmental or semi-governmental institutions.
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3- Ownership of the Combined Entity

The valid question is: Will Kuwaiti public and semi-public institutions be heavily diluted and loose a large portion
of their ownership in KFH as a result of its acquisition of AUB?

Public and semi-public institutions currently hold around 48.05% in KFH and the biggest shareholder of AUB is
the Kuwaiti Public Institution For Social Security (PIFSS) with a stake of around 18.69%. The ownership of both
these institutions in the combined entity will be around 37.68% after adding an additional 6.6% to PIFSS resulting
from its ownership of AUB shares. The tables below show the ownership of four Kuwaiti public and semi-public
institutions.

Table (4) Table (5)
Declared Ownership in KFH Pre-Acquisition Ownership in KFH Post-Acquisition
KFH owners % Owners %
Kuwait Investment Authority %24.08 Kuwait Investment Authority %15.57

Public Authority for Minors Affairs %7.30 Public Authority for Minors Affairs %6.78

Kuwait Awqaf Public Foundation %6.19 Kuwait Awqaf Public Foundation %4.72
Total %A48.05 Total %37.68

Public Institution For Social Security | %10.48 ) Public Institution For Social Security | %10.61

Source: Boursa Kuwait and AlShall estimates
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) The large increase in the market capitalization of both KFH and AUB increased the value of the holdings of both Kuwaiti public or semi-
public institutions by about 1.082 billion Kuwaiti Dinars in 2019 as shown in detail in the table below. Not all gains can be attributed to
the acquisition project. However, by referring back to Table (3), both banks jointly surpassed all banks listed on Boursa Kuwait in terms
of market value gains. If we take the overall market index gains of around 32.4% as a benchmark, we note that both KFH and AUB
gains came well above the market index gains.

Table (6)
Capital Gains of Public and Semi-public Institutions in 2019
2019 2018 2019 2018 Grand total
G| AUB
Kuwaiti governmental Institutioms KD
Value (KD) Value (KD) VEITEY(O)) Value (KD)

Kuwait Investment Authority 933,129,531 1,362,430,204 429,300,673 429,300,673
Public Authority for Minors Affairs 406,112,853 592,951,351 186,838,499 186,838,499
Kuwait Awqaf Public Foundation 282,883,953 413,029,090 130,145,138 130,145,138
Public Institution For Social Security 239,870,091 350,226,037 110,355,945 303,883,161 529,701,794 225,818,634 336,174,579
Sub-total 1,861,996,428 2,718,636,683 856,640,255 303,883,161 529,701,794 225,818,634

Grand total 856,640,255 225,818,634 1,082,458,889

) If we measure performance from the perspective of the foreign investor, typically a professional trader who places his investment
through funds and portfolios employing a crowd of professional analysts, we note that the shareholding of foreigners in KFH has
increased from 4.27% at the start of August 2019, according to the data available on the website of Boursa Kuwait, to 7.47% by the end
of December 2019; i.e. an increase of 74.9%. Furthermore, it is estimated that KFH is the second most sought-after stock by foreign
investors after the promotion of Boursa and the increase of Kuwait’s weight in MSCI indicator recently, with a potential weight of about n
0.14% and an estimated trading value reaching US$ 690.9 million, which means a foreign acceptance of the soundness of the
acquisition project.
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4- Customers

The expansion of the combined entity to 10 markets means an expansion of its ability to serve its customers in a
greater number of markets. This includes both retail and wholesale customers.

The resulting entity combines the cultures of two successful banks, whether measured by the historical increase in
business volumes or by high levels of profitability. The merged entity is sure to benefit from the integration of their
products and services by promoting and consolidating the best from each of them.

The size of the resulting large entity and its high R&D spending not only will improve customer service levels but may
also reduce its costs.

The combined entity is expected to lose around 6% of its retail customers and 2% of its wholesale customers. This
occurs either because some branches will close or because some customers will continue to prefer conventional
banking. The percentages mentioned are what the project consultants estimated based on past experiences.

This expected loss is calculated within costs, and is outweighed by the size of the merger savings and the forecasts
for growth in customers for the new entity which will be able to lead the financing of some major development
projects.
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AlShall Consulting Company “AlShall”, in its capacity as a consultant to Kuwait Finance House, has prepared this
presentation in cooperation with KFH for the purposes of a media conference on KFH acquisition of Ahli United Bank
(Bahrain) “AUB”.

It should be noted that neither the general public nor the investors and shareholders of "KFH" and “AUB" should rely
on this document for investment, financial, legal, tax or recommendation advice to enter into any transaction. AlShall
and KFH affirm that this presentation is not sufficient in itself to reach a conclusion regarding the acquisition.
Moreover, they advise each party which has any doubts regarding the matter to obtain independent advice from a
specialized and independent party.

None of the parties involved in preparing this presentation or those mentioned in it will bear any responsibility towards
any investor or shareholder who relies for his decision on this document.

Neither party is allowed to reproduce, distribute, or use any or all of the information in this document for any reason,
without the prior written consent of "KFH" or "AlShall".

This is an unofficial English translation of the official Arabic language presentation. No reliance should be placed on
this English translation, which may not entirely reflect the official Arabic language presentation. In case of any
differences between the two, the Arabic version shall prevail.
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