d 1Jg <l v )\
gl bl 3, sLay . -
sz 300 T ol WARBA BANK

M/s. Boursa Kuwait Company (e iaall oSl A ) g AS i /Baliad)
May Allah’s Peace and blessing be upon you, coeddlS gl daa y g aSale 3L
Dear Sir,
Subject: & guaa gall
Warba Bank’s Disclosure of Material Information: Ay g gal) Claglaall e Ladyl
Warba Bank Disclosure on Credit Rating Al cisiatl) liy 4y g Sl (a 7 Luadl
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5. Viability Rating: affirmed at BB- R s (VR ilbpy BiCE RN
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Attachment No. 9
Disclosure of Credit Rating Form (9)

Date 12/12/2019

Listed company Warba Bank K.S.C.P

Rating Agency Fitch Ratings

Ratings for Warba
Bank’s

. Long-Term IDR: at 'A+',

. Short-Term IDR: at 'F1"

. Support Rating: at 'l'

. Support Rating Floor: at 'A+'
. Viability Rating: at 'bb-'

el AN ~ S T 2O R

Long-term IDRs at (A+): A High credit quality rating
denotes expectations of low default risk. The capacity for
payment of financial commitments is considered strong. This
capacity may, nevertheless, be more vulnerable to adverse
business or economic conditions than is the case for higher
ratings.

2. Short-term IDRs at (F1): The Highest short-term  credit
quality indicates the strongest intrinsic capacity for timely
payment of financial commitments.

3. Support Rating (SR) at (1): A bank for which there is an
extremely high probability of external support. The potential
provider of support is very highly rated in its own right and has
a very high propensity to support the bank in question.

4. Support Rating Floor (SRF) at (A+): This rating reflects the
agency's view about the likelihood that the rated entity will
receive extraordinary support, in case of need, specifically
from government authorities.

5. Viability Rating at (bb-): "bb" ratings denote moderate

prospects for ongoing viability. A moderate degree of

fundamental financial strength exists, which would have to be
eroded before the bank would have to rely on extraordinary
support to avoid default. However, the bank has higher
vulnerability to adverse changes in business or economic
conditions over time. The modifiers '+ or'-' may be appended.

Rating Denotations

Reflection of the Credit rating update only.
Ratings on the
Company’s profile




Outlook Stable

Translation of the Executive Summary

Press Release or On 10 December 2019, Fitch Ratings has affirmed Warba Bank's
Executive (WB) ratings as follows: Long-Term Issuer Default Rating (IDR)
Summary at 'A+' with a Stable Outlook, Short-Term IDR: at 'F1', Support
Rating: at 'l', Support Rating: at '1', Viability Rating: at 'bb-" The
list of ratings as follows:

KEY RATING DRIVERS

Support Drives IDRs: Warba Bank K.S.C.P.’s (WB) Issuer
Default Ratings (IDRs) reflect an extremely high probability of
support from the Kuwaiti sovereign, if needed. This considers
Kuwait’s record and strong capacity to support the domestic
banking system.

The Viability Rating (VR) reflects WB’s nominal but growing
domestic franchise, higher risk appetite than peers’, concentrated
balance sheet, profitability and core capital ratios below peers’,
and very small stock of net liquid assets. The VR also considers
WB’s stable funding and competent management, as well as the
fairly stable operating environment in Kuwait.

Nominal Domestic Franchise: WB has a nominal but growing
franchise with a 4.4% domestic market share by assets atend-1H19
(end-2017: 3.1%). The business model is oriented towards
domestic corporates and benefits from WB'’s close links to the
state.

Competent Management: WB’s management has experienced
banking and risk professionals with an acceptable degree of
credibility and knowledge of local and regional banking.

Higher Risk Appetite: WB’s higher-than-average concentrations
by sector and single obligor and balance-sheet growth continue to
be the main threats to asset quality and capital. WB’s adequate risk
control framework helps mitigate its risk profile.

Resilient Asset Quality: The bank’s impaired financing ratio
(1.4% at end-1H19) is one of the lowest in Kuwait and potential
problem financing generation is low. WB’s reserve coverage is
adequate although lower than peers’, which is necessary given the
bank’s concentrations.

Profitability Below Peers: WB’s tighter net financing margins
and higher cost/income ratio and financing impairment charges
(FICs) than peers’ reflect its growth phase. The annualised
operating profit/risk-weighted assets (RWAs) ratio was only 1% in
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1H19 and will remain sensitive to economic conditions in Kuwait,
in particular to real estate-related sectors.

Core Capitalisation Below Peers: WB’s common equity Tier 1
(CETT1) was equivalent to 68% of the total regulatory capital base
at end-1H19, below the peer-weighted average (PWA) of 81%.
WB has a small capital base. Capital risk absorption capacity is
lower than peers’. Internal capital generation is weak due to low
profitability and despite no dividend payment. WB’s capital ratios
benefitted from a USD250 million perpetual Tier 1 sukuk issuance
in 2017 and a KWD90 million rights issue in 2018. High growth
and concentrations are still the main risks to capital.

Stable Funding; Lower Liquid Assets: WB is mostly funded by
stable deposits but reliance on wholesale funding results in high
concentrations. The bank’s stock of net liquid assets is very small
(only 1.2% of total assets, covering 1.5% of customer deposits at
end-2018) and well below the PWAs of 13.1% and 18.1%,
respectively.
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