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Elena Sanchez: Good afternoon everyone. This is Elena Sanchez and on behalf of EFG Hermes, I 

would like to welcome you all to the National Bank of Kuwait fourth quarter and the 

year 2022 earnings call. It is a pleasure to have with us in the call today Mr. Isam Al-

Sager, NBK Vice Chairman and Group CEO, Mr. Sujit Ronghe, NBK Group CFO and 

Mr. Amir Hanna, Head of Investor Relations and Communications at NBK. 

 At this time, I would like to handover the call now to Mr. Amir Hanna. 

   Please go ahead Amir.  

Amir Hanna:  Thank you Elena. 

Good afternoon everyone. Thank you for joined us today for our fourth quarter  and 

full year 2022 earnings webcast.  

As we always start our call with the disclaimer, I would like to bring to your attention 

that certain comments in this presentation may constitute forward-looking 

statements. These comments 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. 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. Please refer to the full disclaimer in our 

presentation for today’s call. 

We will start the call by some remarks from our Vice Chairman and Group CEO, Mr. 

Isam Al-Sager, followed by a detailed presentation on financials by Mr. Sujit Ronghe, 

our Group CFO. Following the management presentation, we will answer any 

questions received through the webcast platform. Also, feel free to send any follow-

up questions or required clarifications to our Investor Relations email address. 

Today’s presentation is already available on our Investor Relations website for ease 

of reference.  

Now let me handover the call to Mr. Isam Al-Sager for his opening remarks.  

Isam Al-Sager:  Thank you Amir. 

Good afternoon everyone. Thank you for joining us today for our fourth quarter  and 

full year 2022 earnings webcast.   

Let me start the call by updating you on the overall operating environment, globally, 

in the GCC and in Kuwait. 

The world macroeconomic environment has taken a turn this year as the rise of global 

inflationary pressures led to further monetary policy tightening across all markets; 
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resulting in a slowdown in global growth and loss of momentum and leading to 

potentially a global recession scenario.  

The GCC region including Kuwait fared better than most of the global markets; 

supported by high hydrocarbon prices along with some legislative and economic 

reforms. IMF estimates GCC’s GDP growth to reach 6.5% in 2022. 

In Kuwait, economic activity continued at a decent pace confirming a very healthy 

rebound of post pandemic GDP growth. This was achieved as a result of higher oil 

prices, increased output levels and improved business sentiment. Oil sector output 

gains in 2022 coupled with consumer-led gains in the non-oil sector are expected to 

have pushed headline GDP growth to a more than ten year high of 7.8%.  

Looking ahead to 2023, headline growth could slow, largely on the back of OPEC-

mandated oil production cuts, which will push Kuwait’s oil sector GDP growth down, 

while non-oil activity is expected to grow.  

Moving to NBK, in a milestone year marking our seventieth anniversary, we achieved 

the highest annual profits in the Bank's history; reflecting the soundness of our 

prudent strategy and solid financial position. The Group achieved year on year growth 

of 40.5% in net profits for 2022 reaching KD 509 million, driven by solid operational 

performance and improving cost of risk. This affirms NBK's success with its proactive 

approach over the years, the resilience of our business model and our ability to 

capture opportunities. Moreover, our board of directors has recommended a 

distribution of 25 fils per share for the second half of 2022, bringing total cash 

distribution for the year to 35 fils per share, in addition to 5% bonus shares.  

On the strategy front, we continue to focus on balancing long-term investments with 

meeting current financial commitments to drive growth in today’s challenging 

economic environment. We strengthened the foundation of the Group through 

strategic investments in people, processes, technology, and products.  

In Kuwait, we will build on our leading market position to benefit from the expected 

pickup in activity that will reflect positively on wholesale banking, the strong 

consumer sentiment and spending and our ability to deliver innovative products and 

services. Additionally, we will continue to benefit from our unique position as the only 

financial institution with access to both conventional and Islamic banking markets in 

Kuwait.  

Moreover, we continue to grow across key growth markets and segments. In 2022, 

banking on NBK Group's strong reputation, our international operations maintained a 

solid pipeline of business activity while executing transactions in line with our 

strategic initiatives to maintain a diversified credit portfolio and funding base.  

On the wealth management side, we continued to grow our market share in asset 

management by providing exceptional solution-driven relationship and advisory 
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services. We aim to continue growing our share of wallet for our existing client base 

in Kuwait while also expanding further in regional markets with special focus on Saudi 

Arabia. 

Furthermore, the year 2022 marks a turning point in our sustainability journey. During 

the year, we transformed our ESG strategy to re-envision our focus on embedding ESG 

across all our operations and business, and introduced our Sustainable Financing 

Framework. We also increased our transparency by becoming the only financial 

institution in Kuwait to disclose the environmental impact of our activities through 

CDP, receiving a “C” score, which is one of the highest scores among all financial 

institutions in the GCC. Moreover, we recently announced our commitment to 

become carbon neutral by 2060, in line with the Kuwait’s earlier announced carbon 

neutrality pledge; we have already set interim targets to reduce gross operational 

emissions by 25% by 2025. 

Looking forward into 2023, we will continue to follow our long-term vision to deliver 

sustainable revenue growth, implement strategic investments, act as a catalyst in 

transition finance, introduce innovative products and services, and expand on our 

digital capabilities.  

With that, I will conclude my comments and leave you with my colleague Sujit Ronghe, 

our Group CFO, to cover quarterly and full year results in more detail.  

Please go ahead Sujit. 

Sujit Ronghe:  Thank you Mr. Isam.  

 Hello everyone and welcome.  

I am very pleased to take you through the Group’s financial results.  

We have announced a headline net profit of KD509.1m for 2022, which is the 

highest annual profit in the history of NBK. This is a 40.5% increase in the bottom 

line profit over 2021.  

Before going into the details of our financial results, a few words regarding the 

overall operating environment during the current year.  

Increased oil prices and improved business activity have benefited the overall 

operating environment in Kuwait. Increases in benchmark interest rates, although 

somewhat lagging in Kuwait, are benefitting the Bank in general. At the same time, 

ongoing geo-political turmoil, high levels of inflation in developed countries and the 

resulting steep interest rate hikes have increased the risk of a possible recession in 

2023. We however remain cautiously optimistic of an overall stable operating 

environment.  

Now turning to the financial results for 2022. 
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As profiled at the top left of this slide, the KD146.8m i.e. 40.5% year on year increase 

in net profit reflects a strong bottom-line performance by the Group, driven by 

robust business volumes, increased net operating income and significantly lower net 

credit provisions and impairment losses.  

The top right chart reflects 2022 operating surplus i.e. pre-provision and pre-tax 

profit at KD623.6m, a growth of KD76.2m, 13.9% over 2021. Net operating income 

at KD1.0bn increased by KD109.9m i.e. 12.2%, while operating expenses grew by 

KD33.7m, 9.6% over 2021. 

Net profit for quarter four of the year at KD134.8m was slightly below KD136.4m of 

previous quarter but 25.5% ahead of the corresponding quarter in 2021.  

4Q22 operating surplus lagged that of the previous quarter by 9.3% despite a 

stronger net interest income due to lower Fx income and a higher cost growth. 

I will go into the main drivers behind movements in income, margins and costs 

shortly. 

The net operating income mix profiled at the bottom right hand continues to show a 

healthy mix with 25% coming from non-interest income sources.  

Moving on now to the next slide. 

Here we will look at net interest income and drivers behind its performance. 

The chart at top left reflects the net interest income of KD755.8m for the year, a 

growth of 12.9% over 2021 largely driven by higher volumes of loans and other 

interest earning assets across geographies while benefiting from higher interest 

rates. You would also note from the chart at the top right that Average earning 

assets grew by 8.4% during the year, to reach KD32.8bn.  

We can see in the chart at the bottom left, average NIM for 2022 at 2.30% improved 

by 9bps over 2021, driven by a higher yield, despite the increase in funding cost. Fed 

Fund rates increased by 4.25% during the year, while the CBK discount rate 

increased by 2%. During the year, KD liabilities curve grew at a steeper pace than 

that of the discount rate in Kuwait. 

The Group’s average yield for 2022 was 3.76%, compared to 2.94% in 2021. Funding 

cost similarly grew to 1.64% during the current year compared to 0.83% in 2021. The 

higher funding cost primarily results from the repricing of deposits reflecting 

increased market rates and longer tenor deposits sourced by the Group. At the same 

time, a stable base of low cost deposits continues to benefit the Group. 

4Q22 NIM at 2.46% is 6bps higher than the previous quarter benefiting from recent 

interest rate hikes. The Group’s yield for the current quarter was 4.75% and funding 

cost was at 2.55%.  



 

Page 7 of 15 
 

PUBLIC 

At the bottom right of this slide, we can see drivers behind the 9bp increase in NIM 

to 2.30% during 2022 from 2.21% last year. Loans, backed by a sound year on year 

growth and higher interest rates contributed a net increase of 49bps to the NIM, 

with other interest earning assets contributing 32bps. Higher funding cost however, 

negatively affected the NIM by 72bps. 

Moving on now to the next slide.  

Before going in to details of non-interest income, I would like to bring to your 

attention that certain reclassifications were made to fees and commissions, fx 

income and other administrative expenses lines in order to reflect a more 

meaningful measure of business performance and to be consistent across similarly 

grouped products and services. Comparatives for 2021 appearing in our financial 

statements have been restated to this effect. For ease of reference, we have 

included restated unaudited quarterly income statements for 2021 and 2022 as an 

appendix to this presentation. 

As we can see at the top left of this slide, total non-interest income at KD253.9m for 

2022 reflected a strong growth of KD23.4m i.e. 10.1% over 2021. Fees and 

commissions income contributed KD181.8m, foreign exchange activities KD55.4m, 

while other non-interest income sources (mainly net investment income) 

contributed KD16.7m. 

Fees and commissions income was 7.7% higher than 2021 reflecting strong 

contributions across different lines of business. Fx income for 2022 was KD25.6m 

higher than previous year, benefitting from the impact of favourable currency 

movements as well as stronger underlying transaction volumes.  

Other non-interest income was lower than that of 2021, mainly due to a lower net 

investment income, affected by the drop in market valuations. 2021 also included a 

one off gain on sale of assets, reflected as other net operating income in the income 

statement.  

Our fees and commissions have been solid and are from a well-diversified pool of 

geographies and lines of business. Also, major sources of non-interest income are 

core-banking activities in respect of business related factors.  

4Q22 non-interest income at KD53.1m, was KD19.6m lower than the previous 

quarter which benefited from a stronger Fx income resulting from the favourable 

impact of currency movements. 

Turning now to operating expenses reflected in the top right hand chart. Total 

operating expenses for 2022 at KD386.1m were 9.6% higher than the previous year. 

A part of the cost growth reflects increased activity levels across the Group’s 

network and continued investments in key businesses, digital technologies, 

processes and human capital. This enables the Group to offer best in class service to 

its customers and optimize resources to improve operational efficiency.  
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Our digital channels and products continue to play a vital role in servicing customers 

with high levels of electronic transactions. We also press ahead with selective 

product offerings in certain geographies e.g. the Global Wealth Management 

business, expansion of Islamic banking operations through Boubyan Bank and our 

operations at NBK Egypt.  

Cost income ratio for 2022 was at 38.2% compared to 39.2% in 2021. 

Moving on to provisions and impairments profiled on the bottom right hand side of 

the slide. 

Total provisions and impairments for the current year amounted to KD45.4m, a 

65.8% decrease from KD132.5m in 2021. Net charge towards credit provisions was 

KD5.4m, whereas non-credit ECL and other impairment losses were KD40m. Specific 

provision was a net release of KD146.8m, resulting from recoveries of amounts 

provided towards credit losses during prior years. At the same time, the Group has 

taken provisions in ordinary course of business for retail and corporate customers in 

Kuwait and overseas locations. The Group remains committed to its conservative 

approach in managing credit exposures and has hence set aside precautionary 

provisions, which are included in the General provision charge of KD152.1m. 

The cost of risk for 2022 was 3bps compared to 63bps for full year 2021, favorably 

affected by significantly lower credit provisions, which benefited from loan 

recoveries as explained earlier. 

It is worth noting that the Group’s Balance Sheet remains strong with a stable credit 

quality. NBK’s capital base along with the ability to generate healthy operating 

profits provides a strong credit loss-absorption capacity. 

Moving now to the next slide. 

On this slide, I would like to expand on the matter of earnings diversification through 

the International and Islamic banking arms of the Group. 

NBK Group continues to benefit from its unique position amongst Kuwaiti banks in 

terms of geographical spread of operations and the ability to conduct business in 

both conventional banking and Islamic banking. This diversification provides a strong 

competitive advantage to the Group and gives a significant degree of resilience to 

Group earnings. 

As we see in charts on the left hand side, net operating income from the Group’s 

international operations at KD266.6m, reflecting a yoy growth of 19.4%. Net profit at 

KD137.1m has increased by KD44.9m i.e. 48.7% benefiting from stronger operating 

results and lower credit provisions and ECL. International operations continue to 

contribute a healthy 26% and 27% to the Group’s net operating income and net 

profit respectively.  



 

Page 9 of 15 
 

PUBLIC 

The Group’s Islamic banking subsidiary Boubyan Bank delivered a net profit of 

KD57.8m, up 19.2% on 2021 primarily due to lower provisions and a stable operating 

performance. 

Finally, on the chart at the bottom right corner, you will note that International 

operations and Boubyan Bank contributed 43% and 22% respectively to Group’s 

total assets enforcing the diversification agenda of the Group. 

Moving to the next slide. 

Here we will look at some of the movements in key volumes during the period.  

As profiled on the chart at top left, the Group total assets reached KD36.3bn at 

December 2022, a 9.3% yoy increase.  

Group loans and advances at KD21.0bn, reflected a yoy growth of 6.5%. Loan growth 

was achieved in both conventional and Islamic customer segments, in Kuwait and 

overseas. EGP devaluation and weakening of major currencies against the US$ have 

adversely affected the KD value of loan growth during 2022. The Group’s loan 

pipeline remains healthy across customer segments and geographies. 

Customer Deposits i.e. non-bank and non-FI deposits at KD20.2bn reflected a yoy 

growth of 10.4%. Non-bank FI deposits increased by 19.3% during the 2022 to reach 

KD3.7bn. The Group has continued to experience growth in its core franchise retail 

deposits- both conventional and Islamic. As can be expected in a rising interest rate 

scenario, we noted a limited migration from lower cost deposits to time deposits. 

However, the overall funding mix remains stable and favorable to the Group.  

The growth in retail deposits reflects a sustained focus on the deposit gathering 

aspects of our business, leveraging NBK’s longstanding ability to capitalize on the 

Group’s strong brand, customer appeal and credit ratings. 

Customer deposits comprise a healthy 65% of total funding mix of the Group.  

I want to highlight that the Group, despite the continued relaxation offered by 

Central Bank of Kuwait, was able to maintain originally mandated liquidity levels & 

Basel III ratios. 

Moving now to the next slide. 

Here we will look at the impact 2022 financial results had on certain key 

performance metrics. 

The Return on Average Equity has improved to 14.3% from 10.2% for 2021. Similarly, 

Return on Average Assets now stands at 1.48% compared to 1.15% for last year.  

At 17.4%, total Capital Adequacy Ratio remained strong and stable, well above the 

regulatory minimum. CET1 and Tier1 ratios were 12.9% and 15.0% respectively.  
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As regards asset quality, NPL ratio stands at 1.42% compared to 1.04% as at 

December 2021. Loan loss coverage ratio is at 267%, reflecting the conservative 

provisioning policy of the Group.  

Moving to the next slide 

I would now like to discuss Expected Credit Losses (ECL) on credit facilities as per 

‘IFRS 9 calculated in accordance with CBK Guidelines’. As per the regime adopted by 

CBK, Banks calculate the credit provisions required (i.e. the amount in the balance 

sheet) as per CBK instructions and compare it with the ECL on credit facilities as per 

‘IFRS 9 in accordance with CBK guidelines’. Consequently, the charge to income 

statement is based on the higher of the two balance-sheet amounts.  

It is important to note here that CBK guidelines for calculating ECL on credit facilities 

as per IFRS 9 are on a more conservative basis compared to the original accounting 

standard. 

The key chart on this slide at the bottom right reflects that ECL requirement as at 

December 2022 has increased to KD577m from KD462m at December 2021. 

Changes to macro-economic factors forming inputs to the ECL model have resulted 

in an increase in the required amount compared to the previous year. 

Although IFRS 9 ECL and CBK provisions are different regimes and the two should 

not be compared, as at December 2022 the balance sheet provision as per CBK 

instructions exceeds the ECL by KD291m. This provides ample cushion for the Group 

to withstand any possible adverse effect of prevailing uncertainties on ECL provision 

requirements. 

Now to the final slide in this section. 

Before concluding, allow me to summarize our financial performance in 2022.  

NBK’s 2022 results reflected improved underlying operating drivers, strong asset 

growth, lower provisions and impairments, a healthy balance sheet, sound liquidity 

levels and a solid capital base.  

Now turning to the guidance for 2023. 

We remain cautiously optimistic of a stable operating environment and the Bank is 

well positioned to overcome any possible challenges posed by the developing global 

macro-economic scenario and ongoing geo-politics.  

As regards loan growth, the Group reported a net loan growth of 6.5% during 2022, 

adversely affected to an extent because of currency movements. Although the 

Group has a strong pipeline of loans, given prevailing global dynamics and the 

resulting uncertainty in timing of actual drawdowns, we are expecting loan growth 

in 2023 to be in the mid to high single digit range. 

Now turning to the NIM. As mentioned earlier, quarterly NIM has reflected an 

upward trend, benefiting from increasing interest rates and stronger volumes. 
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Although International benchmark interest rate increases are expected to be 

moderate, and the timing and extent of local interest rate hikes remains uncertain. 

While full year impact of the higher interest rates will improve the NIM, we should 

expect increasing competition and higher funding cost. In light of these 

considerations, we expect an expansion in margins compared to 2022, with the full 

year 2023 NIM averaging at a level slightly ahead of 4Q22. 

The 2022 cost to income ratio is currently at 38.2%. In continuation of our 

investment program in support of various Group initiatives, we expect the cost to 

income for 2023 to remain largely stable and below 40%.  

Given the prevailing uncertainties of the global economics and ongoing geo-politics, 

it would not be prudent to give a specific guidance on cost of risk and consequently 

on earnings / capital adequacy. Cost of risk was 63bps in 2021. Strong credit 

recoveries resulted in a significantly lower cost of risk at 3bps for 2022, which is not 

representative on an ongoing basis. We remain optimistic of a favourable overall 

cost of risk for 2023 at levels materially lower than 2021. We are also hopeful of 

maintaining the capital adequacy ratio in line with our internal target above the 

regulatory minimum. 

That ends my presentation. Thank you very much for your time.  

Back to Amir. 

Amir Hanna:  Thank you every one for listening. 

We will pause for a sometime to group the questions then will start answering them 

one by one.  

Hello everyone we will start will a few questions that we have received from people. 

First question, can we talk briefly about the capital buffers and how these might factor 

in growth strategy particularly at CET1 level. If I understand correctly the bank’s 

minimum CET requirements starting 2023 will be 11.5% that’s correct which leaves 

around 140 bsp buffer over the current CET 1 level, does the reported CET1 adjust for 

dividends? 

   Sujit.  

Sujit Ronghe:  To start with the second question, the reported CET1 does adjust for the proposed 

   dividends at the end of 2022, so when we calculate the ratio the proposed dividends 

   is removed from the available capital.  

   As regards, the buffer on the Capital Adequacy Ratio, we typically look at a buffer of 

   over 1.5% of the CAR level. We could apply some flexibility in between the bands but 

   the overall target is around 1.5% and above.  

Amir Hanna:  Another question about the sectors that will be driving growth in 2023.  
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Sujit Ronghe:  In 2022, we saw a mix of loan growth coming from different sectors retail,  

   corporate, conventional, Islamic across the network as well. We expect this to  

   continue in the year 2023, which is going to be a mix of retail and corporate in  

   Kuwait and outside Kuwait. We have a strong pipeline of approved credits, which 

   can be expected to materialize in 2023.  

Amir Hanna:  There’s a question about the contribution of Egypt to our balance sheet and  

   earnings.  

Isam Al-Sager:  Well I have to say that NBK Egypt represents as a total less than 5% of our balance 

   sheet so its not that significant. But in the meantime the impact of the Egyptian  

   devaluation with Egypt going through a challenging time considering the recent  

   devaluation of the currency. Our operations in Egypt remain very lucrative and the 

   profitability trends are still convincing and supportive of a better outlook. That said, I 

   would say the conversion of local profit into our consolidated USD based financial 

   has taken a hit and Egypt’s contribution has gone down and that has been the main 

   impact on our financials from the devaluation.  

Amir Hanna:  And specifically on the balance sheet, what would loan growth have been excluding 

   the depreciation of Egypt during 2022.  

   Sujit.  

Sujit Ronghe:  We reported a loan growth of 6.5% over 2021 which could have been in the high 

   single digit range had the Egyptian devaluation not happened. There was also a  

   factor of other currencies, which weakened against the dollar during the year. So all 

   put together we would have had a high single digit growth, if these currency  

   movements had not taken place.  

Isam Al-Sager:  I have to mention also that we are looking forward for some stability in the currency 

   as the Egyptian market has a huge potential and there are several untapped  

   opportunities in Egypt’s banking sector that we are looking forward to seize in the 

   coming years.  

Amir Hanna:  On cost of risk, how should we look at cost of risk going into 2023 after exceptional 

   recoveries in 2022.  

Sujit Ronghe:  As I mentioned earlier, 2022 benefitted from a significant drop in provisions  

   stemming from recoveries of provisions made during earlier years. The 3 bps cost of 

   risk is not representative of what we expect for the future. While being cognizant of 

   global uncertainties that lie ahead, we expect our baseline cost of risk at a level  

   materially lower than the 60s bps that we saw in 2021. The loan book continues to 

   exhibit a sound credit quality that would reflect on the cost of risk going forward.  

Amir Hanna:  Could you throw some color on the assumptions behind the expanding NIMs in  

   2023.  



 

Page 13 of 15 
 

PUBLIC 

Sujit Ronghe:  Yes, if we look at the interest rate hikes and the difference in the way interest rates 

   increased internationally and in Kuwait, the CBK discount rate has increased by 2% 

   during 2022 whereas the FED rate has increased by 4.25%. We saw the CBK discount 

   rate increase by 50 bps last week, which has taken us to the 4% mark.  

   The fourth quarter NIM was at 2.46%, an improvement from 2.40% in the third  

   quarter, which was due to the benefit of interest rate hikes. With the possibility of 

   two more interest rate hikes, we can see an increase in overall yields in coming  

   quarters. Of course, we also expect the funding cost to increase due to new  

   acceptances and renewal of some longer tenure deposits at higher rates. That said, 

   the Group continues to benefit from a stable portion of low cost funding in form of 

   CASA deposits, which will help us manage the funding cost better. All things put  

   together, we see an expansion in the NIM in year 2023.  

Amir Hanna:  Question on project awards market, Kuwait saw an increase in project awards in 

   fourth quarter 2022 compared to previous quarters in 2022, what are your  

   expectations for corporate loan growth and there was another question on project 

   outlook going forward from that recent pick up.  

Isam Al-Sager:  Firstly, I have to mention that the political seen will remain the main driver for  

   projects awarding. On the projects side, awards for the year were 32.5% lower  

   compared to the year before, which was already at the low end. Both years saw  

   several legislative delays, supply-chain disruptions and higher costs attributable to 

   materials and labor. 

   Total awards for the year reached to KD 832 million but what’s promising was the 

   fourth quarter projects activity which picked up in pace recording more than 380 

   million of the total 2022 awards. 

   Looking ahead, the high oil prices, solid economic growth, the expected stability in 

   interest rates, are all factors that would help lift project awards in 2023.  

Amir Hanna:  A question on CASA movements and its contribution to total deposits between 2021 

   and 2022. 

Sujit Ronghe:  The Group continues to benefit from a favorable funding mix aided by a strong and 

   sticky base of core deposits. As can be expected in the rising interest rate scenario, 

   we have witnessed a limited migration of low cost deposits to time deposits in the last 

   year. At the same time, the Group CASA deposits are at a very healthy level, in low 

   40s, as a percentage of total non-bank deposits. The Group will continue to benefit 

   from CASA deposits; we don’t expect a lot of attrition on this front.  

Amir Hanna:  There are many questions on the cost of risk outlook and I think we have covered that 

   already, but there is a specific question on impairment charges and if they would 

   remain similar to 2022 levels and what to expect for next year. 

Sujit Ronghe:  In 2022, we saw that the impairment charges were mainly non-credit related and we 

   are not expecting the same levels of impairment for the coming year.  
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   Of course, given the possibility of a challenging year ahead in macroeconomic terms, 

   it remains to be seen how things will evolve over a period of time; but at this stage 

   we do not expect a material risk of impairment in 2023. 

Amir Hanna:  A question on dividends; why dividends have not grown similar to bottom line? 

Isam Al-Sager:  Well, our 35 fils distribution remains within our target payout ratio; ranging between 

   50-60%. The dividend policy is determined after considering total capital requirement 

   to maintain a healthy capital buffer.  

Amir Hanna:  A few questions on CASA which I think we answered.  

   A couple of questions on NPLs movement and what led to its increase between 2021 

   and 2022. 

Sujit Ronghe:  The increase in NPL to KD 310 million in 2022 from KD 211 as of end-2021 was in 

   normal course of business and across customer segments and geographies. Also the 

   6-month consumer loan installment deferral until late 2021, when no installments 

   were due and hence not collected resulted in a lower NPL formation until the end of 

   2021. In 2022, this factor was largely normalized. Although that the NPL ratio of 1.42% 

   is slightly elevated compared to last year’s level, it is still considerably very low. We 

   expect the NPL ratio remain stable during 2023. 

Amir Hanna:  Few questions on the mortgage law and if there are any updates there. 

Isam Al-Sager:  Whether speaking on the mortgage law or the debt law, both are of importance for 

   the Kuwaiti economy. Passing both laws is dependent on the improvement in the 

   political scene. 

   We have not changed our view on the importance of both laws and the opportunities 

   embedded in both. As for the mortgage law, it is vital as a financing tool for the  

   housing market in Kuwait, which is currently going through a financing bottleneck, 

   especially the residential side.  

   The challenges for approving the law will continue to reside until we witness an  

   improvement in the political scene and this will happen sooner or later. 

Amir Hanna:  Assuming double digit revenue growth expectation in 2023, do you also expect a 

   double digit cost growth in 2023. 

Sujit Ronghe:  The Group has been investing considerably in technologies and processes in order to 

   improve customer experience and managing its resources for the same purpose. This 

   has resulted in a near double digit cost growth that we witnessed during in the last 

   year. We do not expect this trend to decrease in the short term. However, we do 

   expect an increase in the top line, which would contribute in maintaining a stable cost 

   to income ratio. 

Amir Hanna:   A question on the state of retail and potential for the government of Kuwait to buy 

   the retail loans from the bank 
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Isam Al Sager:   Well I would say this topic is political, as there certain number of parliament  

   members asking for this retail loan to be dropped but I don’t think this will happen. 

   The government has taken a firm position against it. Anyone following the political 

   scene in Kuwait will know that the government has resigned last week and one of 

   the reasons was not approving the drop of these consumer loans. There is apolitical 

   tension between the government and the parliament and my expectations is that 

   the government will stand firm against it. Therefore, it will not pass. 

Amir Hanna:  How much of the loan book is in USD and how does the pricing of these loans work, 

   on which rates? 

Sujit Ronghe:  Typically the mix of loans between KD and FCY tends to be around 70 - 30. Most of 

   the USD loans are Libor linked which would become SOFR linked loans during next 

   year and are on a floating rate basis. 

Amir Hanna:  Do we expect to see some activity in dollar bond markets to ESG tagged issuances 

   this year. 

   Generally speaking, we have launched sustainable financing framework earlier this 

   year with the intension to become more active in the ESG labeled market.  

   Otherwise, we remain opportunistic considering the framework is there and we got 

   an SPO on it so other than that it will depend on how the market will evolve from 

   where we stand today. 

Amir Hanna:  Did you write off the entire goodwill from Egypt or there could be more impairments 

   in 2023?  

Sujit Ronghe:  We conducted our annual valuation exercise for the goodwill in Egypt. As a result, 

   we wrote off KD20.2 million of the carrying value and still have around KD25 million 

   of goodwill on our books. We are not expecting any such impairment in the coming 

   year.  

Amir Hanna:  Question on the movement of impaired loans from KD211 million in 2021 to KD 310 

   million in 2022. Are there any specific segments or concentrations that led to these 

   movements. 

Sujit Ronghe:  As mentioned earlier, the increase in NPLs of roughly KD 99 million is not specific to 

   any particular sector or customer. It is a mix of consumer, corporate between  

   Kuwait and international markets and also includes our Islamic subsidiary Boubyan 

   as well. 

Amir Hanna:  We are getting repeated question on the same topics; cost of risk, NPLs and NIM 

   outlook and these are all covered. With that, I will conclude the call. Thank you all 

   for attending and if there are any follow-ups or questions that we missed answering, 

   please share them with us on the investor relations email address and we will  

   respond to them right away.  

   Thank you all and thank you Elena for joining us today. 


