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M/s. Boursa Kuwait Company

May Allah’s Peace and Blessing be upon

you,

Subject: Disclosure of Material Information
Warba Bank Disclosure on Credit Rating

At the very beginning, we would like to express our
sincere greetings.
We refer to the abovementioned subject and as per the
requirements of Article (4-1-1/18) of Chapter Four
(Disclosure of Material Information) of the Tenth Rule
Book (Disclosure & Transparency) of the Executive
Regulations of the Capital Markets Authority Law No.
7/2010 as amended.
Please be informed that, Moody’s Investors Services has
made an update to Warba Bank where it affirmed the
Bank’s credit ratings and other ratings in addition to
changes outlook to stable from positive as follows:

1. Adjusted Baseline Credit Assessment, ba3

2. Baseline Credit Assessment, ba3

3. Long-term Counterparty Risk Assessment,

Baal(cr)

4. Short-term Counterparty Risk Assessment, P-
2(cr)
Long-term Counterparty Risk Rating, Baal
Short-term Counterparty Risk Rating, P-2
Short-term Bank Deposits, P-2
Long-term Bank Deposits, Baa2,
9. Outlook, Changed to Stable from Positive

20 B antn

Attached herewith the annexure (9) Disclosure of Credit
Rating Form.

Best regards,

Shaheen Hamad Al Ghanem

Chief Executive Officer a
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Appendix No. (9)

Disclosure of Credit Rating Form

Date

Name of the listed Company

Entity who issues the rating

Rating Category

Rating Implications

17/05/2020

Warba Bank K.S.C.P.

Credit Rating Agency “Moody’s”

Adjusted Baseline Credit Assessment, ba3

Baseline Credit Assessment, ba3

Long-term Counterparty Risk Assessment, Baal(cr)
Short-term Counterparty Risk Assessment, P-2(cr)
Long-term Counterparty Risk Rating, Baal
Short-term Counterparty Risk Rating, P-2
Short-term Bank Deposits, Affirmed P-2
Long-term Bank Deposits, Baa2,

Outlook, Changed To Stable From Positive

P8 00 o) v ) e 0 I

Counterparty Risk Assessment: Baal/p-2

Issuers with Obligations rated “Baa” are judged to be
medium and are subject to moderate credit risk of
inability to meet specific significant operational
liabilities and other contractual obligations with
counterparties. Number 1 refers to the subcategory in the
general rating.

Long Term Deposit Ratings: Baa2/P-2

Issuers with Obligations rated “Baa” are judged to be
medium-grade and subject to moderate credit risk.
Number two refers to the subcategory in the general
rating.

Issuers or supporting entities classified under P-2 rating
have strong capability for meeting short-term liabilities.
Baseline Credit Assessment (BCA):ba3

Issuers with Obligations rated “Ba” are judged to be
speculative and are subject to substantial credit risk
without taking into account resorting to unusual support
from the parent group or government. Number 3 refers
to the subcategory in the general rating.

Adjusted Baseline Credit Assessment:ba3

Issuers with Obligations rated “Ba” are judged to be
speculative and are subject to substantial credit risk
taking into account resorting to unusual support from the
parent group or government. Number 3 refers to the
subcategory in the general rating.




Rating effect on the status of
the company

Outlook

The press release of excusive
summary

Affirming the Bank’s credit ratings with stable outlook

Stable

On 14 May 2020, Moody's Investors Service ("Moody's")
affirmed the Baa2 long-term deposit ratings and P-2 short-term
deposit ratings of Warba Bank K.S.C.P. (Warba). Concurrently,
Moody's has also affirmed the bank’s ba3 Baseline Credit
Assessments (BCA) and Adjusted BCAs, respectively. At the
same time, the rating agency has changed the outlook on the
bank’s long-term deposit ratings to stable from positive.

RATINGS RATIONALE

RATIONALE FOR AFFIRMATIONS

The affirmation of Warba Bank's Baa2 long-term deposit ratings
reflects the affirmation of the bank's ba3 Baseline Credit
Assessment (BCA) and an unchanged four notch government
support uplift underpinning the rating agency's expectation of a
very high probability of government support given the
established track record of Kuwait, Government (Aa2, RUR) in
extending support to banks in times of need.

Warba's ba3 BCA captures its solid liquid resources with liquid
assets representing 21% of tangible banking assets as at
December 2019. The BCA also reflects the bank's adequate
capitalisation with tangible common equity/risk-weighted assets
of 12.4% as at December 2019 (total capital at 18.5%).

High credit concentration, particularly to the volatile
construction and real estate sector, moderates Warba's
standalone credit strength. The bank's funding profile is also
moderated by reliance on key government related depositors.
Warba's BCA also captures the relatively low but improving
profitability with net income at 0.4% of tangible banking assets,
reflecting a young and developing franchise.

CHANGE IN OUTLOOKS TO STABLE

The change in outlook to stable from positive on the bank’s
deposit ratings captures Moody's expectation that the pressure
on the operating environment in Kuwait on the back of the dual
shock of the coronavirus and prolonged low oil prices - with
related business confidence implications on the country's small
and undiversified private sector - will neutralise for the
foreseeable future the positive pressures on the banks' respective
BCAs.




Moody's regards the coronavirus outbreak as a social risk under
its environmental, social and governance (ESG) framework,
given the substantial implications for public health and safety.

The stabilisation of the outlook also reflects the rating agency's
view that the bank’s financing portfolios will weaken from a
strong level leading to higher financing-loss provisions while
softer financing growth will weigh on their profitability amid
more challenging operating conditions in Kuwait.

The stable outlook on Warba's deposit ratings captures Moody's
view that the bank's solid liquidity, adequate capital and
government support balance the challenges from a concentrated
funding base as well as downside risks on asset quality and
profitability related to the double blow of the coronavirus spread
and low oil prices.

FACTORS THAT COULD LEAD TO AN UPGRADE OR
DOWNGRADE OF THE RATINGS of WARBA BANK
K.S.C.P.

For Warba, upward rating pressure could develop through a
material reduction in funding and credit concentrations and in
the unseasoned nature of the financing book as well as a
significant and continued improvement in profitability and
capitalisation.

Downward pressure on Warba's ratings could develop if there is
a reversal from the recent improvements in its solvency or a
further increase in market funding.
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