IMPORTANT NOTICE

THIS DOCUMENT MAY ONLY BE DISTRIBUTED TO PERSONS WHO ARE EITHER (1)
QUALIFIED INSTITUTIONAL BUYERS (*QIBS™) WITHIN THE MEANING OF RULE 144A ("RULE
144A™) UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT") OR
(2) NOT U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT
("REGULATION S')) AND ARE OUTSIDE OF THE UNITED STATES.

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies
to the attached prospectus in preliminary or final form (the ""document') whether received by e-mail,
accessed from an internet page or otherwise received as a result of electronic communication, and you are
therefore advised to read this disclaimer carefully before reading, accessing or making any other use of the
attached document. In accessing the document, you agree to be bound by the following terms and
conditions, including any modifications to them from time to time, each time you receive any information
from any of the Issuer, the Bank and/or the Joint Lead Managers (each as defined below) as a result of such
access. You acknowledge that this electronic transmission and the delivery of the attached document is
confidential and intended only for you and you agree you will not reproduce or publish this electronic
transmission or forward the attached document to any other person.

Restrictions: NOTHING IN THE DOCUMENT CONSTITUTES AN OFFER OF SECURITIES FOR SALE
OR A SOLICITATION OF AN OFFER TO BUY SECURITIES IN ANY JURISDICTION WHERE IT IS
UNLAWFUL TO DO SO. THE SECURITIES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED
UNDER THE SECURITIES ACT OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES
OR ANY OTHER JURISDICTION AND THE SECURITIES MAY NOT BE OFFERED OR SOLD DIRECTLY
OR INDIRECTLY EXCEPT (1) OUTSIDE THE UNITED STATES IN AN OFFSHORE TRANSACTION TO
A PERSON THAT IS NOT A U.S. PERSON IN ACCORDANCE WITH RULE 903 OR RULE 904 OF
REGULATIONS; (2) IN THE UNITED STATES ONLY TO QIBS; OR (3) PURSUANT TO AN EXEMPTION
FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT AND APPLICABLE STATE OR LOCAL SECURITIES LAWS.

THE DOCUMENT MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER PERSON
WITHOUT THE PRIOR WRITTEN CONSENT OF THE JOINT LEAD MANAGERS AND MAY NOT BE
REPRODUCED IN ANY MANNER WHATSOEVER. DISTRIBUTION OR REPRODUCTION OF THE
DOCUMENT IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO COMPLY WITH THIS
DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE
SECURITIES LAWS OF OTHER JURISDICTIONS.

WITHIN THE UNITED KINGDOM, THE DOCUMENT IS DIRECTED ONLY AT (A) PERSONS WHO
HAVE PROFESSIONAL EXPERIENCE IN MATTERS RELATING TO INVESTMENTS FALLING WITHIN
ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL PROMOTION)
ORDER 2005 (AS AMENDED, THE "FP ORDER"), OR (B) WHO ARE PERSONS FALLING WITHIN
ARTICLE 49(2)(a) TO (d) OF THE FP ORDER, OR (C) TO WHOM IT MAY OTHERWISE LAWFULLY BE
DISTRIBUTED IN ACCORDANCE WITH THE FP ORDER (ALL SUCH PERSONS IN (A), (B) AND (C)
ABOVE TOGETHER BEING REFERRED TO AS "RELEVANT PERSONS"). THE DOCUMENT MUST
NOT BE ACTED ON OR RELIED ON BY PERSONS WHO ARE NOT RELEVANT PERSONS. ANY
INVESTMENT OR INVESTMENT ACTIVITY TO WHICH THE DOCUMENT RELATES IS AVAILABLE
ONLY TO RELEVANT PERSONS AND WILL BE ENGAGED IN ONLY WITH RELEVANT PERSONS.
FOR A MORE COMPLETE DESCRIPTION OF RESTRICTIONS ON OFFERS AND SALES, SEE
"SUBSCRIPTION AND SALE" IN THE DOCUMENT.

CONFIRMATION OF YOUR REPRESENTATION: In order to be eligible to view the attached document or
make an investment decision with respect to the securities described herein, (1) each prospective investor in
respect of the securities being offered outside of the United States in an offshore transaction pursuant to Regulation
S must be a person other than a U.S. Person, (2) each prospective investor in respect of the securities being offered
in the United States must be a QIB and (3) each prospective investor in respect of the securities being offered in
the United Kingdom must be a Relevant Person. By accepting this e-mail and accessing, reading or making any
other use of the attached document, you shall be deemed to have represented to Citigroup Global Markets Limited,
HSBC Bank plc, J.P. Morgan Securities plc, Standard Chartered Bank, UBS AG London Branch and Watani
Investment Company K.S.C.C. (together, the "Joint Lead Managers") and each of National Bank of Kuwait
S.A.K.P. (the "Bank") and NBK Tier 1 Financing (2) Limited (the "lIssuer") (1) you have understood and agree



to the terms set out herein, (2) in respect of the securities being offered in an offshore transaction pursuant to
Regulation S, you are (or the person you represent is) a person other than a U.S. Person, and that the electronic
mail (or e-mail) address to which, pursuant to your request, the document has been delivered by electronic
transmission is not located in the United States, its territories, its possessions and other areas subject to its
jurisdiction; and its possessions include Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, Wake
Island and the Northern Mariana Islands, (3) in respect of securities being offered and sold in reliance on Rule
144A, you are (or the person you represent is) a QIB, (4) in respect of the securities being offered in the United
Kingdom, you are (or the person you represent is) a Relevant Person, (5) you consent to delivery by electronic
transmission, (6) you will not transmit the document (or any copy of it or part thereof) or disclose, whether orally
or in writing, any of its contents to any other person except with the consent of the Joint Lead Managers and (7)
you acknowledge that you will make your own assessment regarding any legal, taxation or other economic
considerations with respect to your decision to subscribe for or purchase any of the securities described herein.

Neither the Joint Lead Managers nor any of their respective affiliates accepts any responsibility whatsoever for
the contents of the document or for any statement made therein, in connection with the Bank, the Issuer or the
offer of the Capital Securities (as defined in the document) (the "Offer™), or for any acts or omissions of the Bank,
the Issuer or any other person in connection with the document and the Offer. The Joint Lead Managers and their
respective affiliates accordingly disclaim all and any liability whether arising in tort, contract, or otherwise which
they might otherwise have in respect of such document or any such statement. No representation or warranty,
express or implied, is made by any of the Joint Lead Managers or their respective affiliates as to the accuracy,
completeness, verification or sufficiency of the information set out in the document.

The Joint Lead Managers are acting exclusively for the Bank and the Issuer and no one else in connection with
the Offer. They will not regard any other person (whether or not a recipient of the document) as their client in
relation to the Offer and will not be responsible to anyone other than the Bank and the Issuer for providing the
protections afforded to its clients nor for giving advice in relation to the Offer or any transaction or arrangement
referred to herein.

The materials relating to the offering do not constitute, and may not be used in connection with, an Offer or
solicitation in any place where such Offers or solicitations are not permitted by law. If a jurisdiction requires that
the offering be made by a licensed broker or dealer and the Joint Lead Managers or any affiliate of the Joint Lead
Managers is a licensed broker or dealer in that jurisdiction the offering shall be deemed to be made by such Joint
Lead Manager or such affiliate on behalf of the Bank and the Issuer in such jurisdiction.

Under no circumstances shall the document constitute an offer to sell or the solicitation of an offer to buy nor
shall there be any sale of securities in any jurisdiction in which such offer, solicitation or sale would be unlawful.
Recipients of the document who intend to subscribe for or purchase any securities to be issued are reminded that
any subscription or purchase may only be made on the basis of the information contained in the final version of
the document.

The document has been made available to you in an electronic form. You are reminded that documents transmitted
via this medium may be altered or changed during the process of electronic transmission and consequently none
of the Bank, the Issuer, the Joint Lead Managers nor any person who controls or is a director, officer, employee
or agent of the Bank, the Issuer, the Joint Lead Managers nor any of their respective affiliates accepts any liability
or responsibility whatsoever in respect of any difference between the document distributed to you in electronic
format and the hard copy version. By accessing the document, you consent to receiving it in electronic form. A
hard copy of the document will be made available to you only upon request to the Joint Lead Managers.

You are reminded that the document has been delivered to you on the basis that you are a person into whose
possession the document may be lawfully delivered in accordance with the laws of the jurisdiction in which you
are located and you may not nor are you authorised to deliver the document, electronically or otherwise, to any
other person. Failure to comply with this directive may result in a violation of the Securities Act or the applicable
laws of other jurisdictions.

If you received this document by e-mail, you should not reply by e-mail to this communication. Any reply e-mail
communications, including those you generate by using the "Reply" function on the e-mail software, will be
ignored or rejected. Your receipt of the electronic transmission is at your own risk and it is your responsibility to
take precautions to ensure that it is free from viruses and other items of a destructive nature.



Prohibition of Sales to EEA Retail Investors — The Capital Securities are not intended to be offered, sold or
otherwise made available to and should not be offered, sold or otherwise made available to any retail investor in
the European Economic Area (the "EEA"). For these purposes, a "retail investor" means a person who is one (or
more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended, "MiFID
11"); or (ii) a customer within the meaning of Directive (EU) 2016/97, where that customer would not qualify as
a professional client as defined in point (10) of Article 4(1) of MIFID Il. Consequently no key information
document required by Regulation (EU) No 1286/2014 (as amended, the "PRIIPs Regulation") for offering or
selling the Capital Securities or otherwise making them available to retail investors in the EEA has been prepared
and therefore offering or selling the Capital Securities or otherwise making them available to any retail investor
in the EEA may be unlawful under the PRIIPs Regulation.

MIFID Il Product Governance / Professional Investors and ECPs only target market — Solely for the
purposes of each manufacturer's product approval process, the target market assessment in respect of the Capital
Securities has led to the conclusion that: (i) the target market for the Capital Securities is eligible counterparties
and professional clients only, each as defined in MiFID II; and (ii) all channels for distribution of the Capital
Securities to eligible counterparties and professional clients are appropriate. Any person subsequently offering,
selling or recommending the Capital Securities (a "distributor") should take into consideration the manufacturers'
target market assessment; however, a distributor subject to MiFID Il is responsible for undertaking its own target
market assessment in respect of the Capital Securities (by either adopting or refining the manufacturers' target
market assessment) and determining appropriate distribution channels.



PROSPECTUS DATED 25 NOVEMBER 2019
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NBK

NBK TIER 1 FINANCING (2) LIMITED

(incorporated as a special purpose company and converted to a prescribed company
with limited liability in the Dubai International Financial Centre)

unconditionally and irrevocably guaranteed by

NATIONAL BANK OF KUWAIT S.A.K.P.

(incorporated as a public shareholding company in the State of Kuwait)

U.S.$750,000,000 Perpetual Tier 1 Capital Securities

The U.S.$750,000,000 Perpetual Tier 1 Capital Securities (the "Capital Securities") shall be issued by NBK Tier 1 Financing (2) Limited (the “Issuer") on 27 November 2019
(the "Issue Date"). The payments of all amounts due in respect of the Capital Securities will be unconditionally and irrevocably guaranteed by National Bank of Kuwait S.A.K.P.
(the "Bank™ and, in its capacity as the guarantor, the "Guarantor") under a subordinated guarantee dated the Issue Date (the "Subordinated Guarantee"). The obligations of the
Guarantor under the Subordinated Guarantee will be subordinated to all Senior Obligations (as defined herein) of the Guarantor, as more particularly described in Condition 4.2
(Status of the Guarantee and Subordination).

If a Non-Viability Event (as defined herein) occurs, a Write-down (as defined herein) shall occur on the relevant Non-Viability Event Write-down Date (as defined herein), as
more particularly described in Condition 8 (Write-down at the Point of Non-Viability). In such circumstances, the Securityholders' rights to payment of any amounts under or in
respect of the Capital Securities shall, as the case may be, be cancelled or written-down pro rata among the Securityholders. See “Risk Factors — Securityholders' right to receive
repayment of the principal amount of the Capital Securities and the Securityholders' right for any further interest may be written-down in whole or in part upon the occurrence
of a Non-Viability Event".

Interest Payment Amounts (as defined in the Conditions) shall be payable subject to and in accordance with the terms and conditions set out in the "Terms and Conditions of the
Capital Securities” (the "Conditions") on the outstanding principal amount of the Capital Securities from (and including) the Issue Date to (but excluding) 27 November 2025
(the "First Reset Date") at a rate of 4.500 per cent. per annum. If the Capital Securities are not redeemed or purchased and cancelled in accordance with the Conditions on or
prior to the First Reset Date, Interest Payment Amounts shall be payable from (and including) the First Reset Date subject to and in accordance with the Conditions at a fixed rate,
to be reset on the First Reset Date and every six years thereafter, equal to the Reset Interest Rate (as defined in the Conditions). Interest Payment Amounts will (subject to the
requirements in relation to payments of interest in accordance with Condition 5.6 (Non-Payment Event) and the right of the Issuer and the Guarantor to cancel payments of interest
in accordance with Condition 5.7 (Non-Payment Election)) be payable semi-annually in arrear on 27 May and 27 November in each year, commencing on 27 May 2020 (each, an
"Interest Payment Date"). Payments on the Capital Securities will be made without withholding, deduction or retention for, or on account of, taxes, duties, assessments or other
governmental charges of whatever nature (" Taxes") imposed or levied by or on behalf of any Relevant Jurisdiction (as defined in the Conditions), subject to Condition 9 (Taxation).

The Issuer and the Guarantor may elect, and in certain circumstances shall be required, not to make any interest payment falling due on the Capital Securities. Any Interest
Payment Amounts not paid as aforesaid will not accumulate and any holder of the Capital Securities shall not have any claim in respect thereof.

The Capital Securities are undated and have no final maturity. Unless the Capital Securities have previously been redeemed or purchased and cancelled as provided in the
Conditions, the Capital Securities may, at the option of the Issuer and the Guarantor, subject to the prior approval of the Central Bank of the State of Kuwait (the "Financial
Regulator”, which shall include any successor entity having primary bank supervisory authority with respect to the Guarantor in the State of Kuwait), be redeemed at par (in
whole but not in part) on the date falling three months prior to the First Reset Date and on any date thereafter up to and including the First Reset Date or any Interest Payment
Date thereafter, subject as further described in Condition 7 (Redemption and Variation). In addition, the Capital Securities may, in the event of a Tax Event or Capital Event (each
as defined in the Conditions), be redeemed or varied at any time (in whole but not in part), subject as further described in Condition 7 (Redemption and Variation).

An investment in the Capital Securities involves certain risks. For a discussion of these risks, see "Risk Factors".

The Capital Securities may only be offered, sold or transferred in registered form in minimum principal amounts of U.S.$200,000 and integral multiples of U.S.$1,000 in excess
thereof. Delivery of the Capital Securities in book-entry form will be made on the Issue Date. Capital Securities sold to non-U.S. persons in offshore transactions within the
meaning of Regulation S ("Regulation S") under the U.S. Securities Act of 1933, as amended (the “Securities Act") ("Regulation S Capital Securities") will initially be
represented by an unrestricted global certificate (an "Unrestricted Global Certificate) which will be registered in the name of a nominee for, and will be deposited with a
common depositary for, Euroclear Bank SA/NV (“Euroclear") and Clearstream Banking S.A. (“Clearstream, Luxembourg"). Capital Securities sold in the United States to
“qualified institutional buyers" ("QIBs") (as defined in Rule 144A under the Securities Act ("Rule 144A")) (“Rule 144A Capital Securities") will initially be represented by a
restricted global certificate (a "Restricted Global Certificate”, and together with the Unrestricted Global Certificate, the "Global Certificates") which will be deposited with a
custodian for, and registered in the name of Cede & Co. as nominee for, the Depository Trust Company ("DTC"). Beneficial interests in the Global Certificates will be shown on,
and transfers thereof will only be effected through, records maintained by each relevant clearing system and its participants. Definitive individual certificates in respect of beneficial
interests in the Unrestricted Global Certificate and the Restricted Global Certificate(s) ("Unrestricted Individual Certificates" and “Restricted Individual Certificates",
respectively, and together, the “Individual Certificates") will not be issued except as described under “Book Entry, Delivery and Form".

This Prospectus has been approved by the Central Bank of Ireland (the "CBI"), in its capacity as competent authority under Regulation (EU) 2017/1129 (and any amendments
thereto) (the “Prospectus Regulation"), as a prospectus. This Prospectus constitutes a prospectus for the purposes of the Prospectus Regulation. The CBI only approves this
Prospectus as meeting the standards of completeness, comprehensibility and consistency imposed by the Prospectus Regulation. Such approval should not be considered as an
endorsement of the Issuer or the quality of the Capital Securities which are the subject of this Prospectus and investors should make their own assessment as to the suitability of
investing in the Capital Securities. Application has been made to the Irish Stock Exchange plc trading as Euronext Dublin (“Euronext Dublin®) for the Capital Securities to be
admitted to its official list (the "Official List") and to trading on its regulated market (the "Regulated Market"). References in this Prospectus to the Capital Securities being
"listed" (and all related references) shall mean that the Capital Securities have been admitted to listing on the Official List and admitted to trading on the Regulated Market. The
Regulated Market is a regulated market for the purposes of Directive 2014/65/EU of the European Parliament and of the Council on markets in financial instruments, as amended
("MIFID 11").

This Prospectus will be valid for a year from 25 November 2019. The obligation to supplement this Prospectus in the event of significant new factors, material mistakes or material
inaccuracies will not apply when this Prospectus is no longer valid. For the purposes of this Prospectus, "valid" means valid for admissions to trading on a regulated market by or
with the consent of the Issuer and the obligation to supplement this Prospectus is only required within its period of validity between the time when this Prospectus is approved
and the closing of the offer period for the Capital Securities or the time when trading on a regulated market begins, whichever occurs later.

The Bank has a long term rating of A+ and a short term rating of A-1 from S&P Global Ratings Europe Limited ("S&P"); a long term rating of Aa3 and a short term rating of P-
1 by Moody's Investors Service Cyprus Ltd. (*Moody's"); and a long term rating of AA- and a short term rating of F1+ by Fitch Ratings Ltd. ("Fitch"). The Capital Securities
have been assigned a rating of Baa3 by Moody's. Each of S&P, Moody's and Fitch is established in the European Union and is registered under Regulation (EC) No. 1060/2009,
as amended (the "CRA Regulation”). As such each of S&P, Moody's and Fitch is included in the list of credit rating agencies published by the European Securities and Markets
Authority ("ESMA") on its website (at https://www.esma.europa.eu/supervision/credit-rating-agencies/risk) in accordance with the CRA Regulation. A rating is not a
recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any time by the assigning rating agency.

Neither the Capital Securities nor the Subordinated Guarantee have been, nor will be, registered under the Securities Act or with any securities regulatory authority of any state or
other jurisdiction of the United States and may not be offered or sold within the United States or to, or for the account or benefit of, U.S. persons (as defined in Regulation S),
except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act and applicable state securities laws. Accordingly, the
Capital Securities are being offered and sold (i) to non-U.S. persons in offshore transactions in accordance with Regulation S; and (ii) within the United States to QIBs in
accordance with Rule 144A.

Amounts payable under the Capital Securities, following the First Reset Date, will be calculated by reference to rates for U.S. Treasury securities which are published by the U.S.
Federal Reserve System. As of the date of this Prospectus, the U.S. Department of Treasury does not appear on the register of administrators and benchmarks established and


https://www.esma.europa.eu/supervision/credit-rating-agencies/risk

maintained by the ESMA pursuant to Article 36 of Regulation (EU) 2016/1011, as amended (the "Benchmarks Regulation™). As far as the Issuer is aware, the U.S. Department
of Treasury does not fall within the scope of the Benchmarks Regulation by virtue of article 2 of the Benchmarks Regulation.

Global Coordinators

Watani Investment Company
Citigroup J.P. Morgan Standard Chartered Bank K.S.C.C.

Joint Lead Managers
Citigroup HSBC J.P. Morgan
Standard Chartered Bank UBS Investment Bank Watani Investment Company K.S.C.C.

The date of this Prospectus is 25 November 2019.



IMPORTANT NOTICE
This Prospectus comprises a prospectus for the purposes of the Prospectus Regulation.

Each of the Issuer and the Bank accepts responsibility for the information contained in this Prospectus. To
the best of the knowledge of each of the Issuer and the Bank, the information contained in this Prospectus
is in accordance with the facts and does not omit anything likely to affect its import.

Certain information contained in "Risk Factors", "Description of the Group" and "Overview of Kuwait" (as
indicated therein) has been extracted from the following independent, third party sources: The International
Monetary Fund (the "IMF"), the Organisation of Petroleum Exporting Countries ("OPEC"), the Sovereign
Wealth Fund Institute, the Central Bank of the State of Kuwait (the "CBK") and the Kuwait Central
Statistical Bureau (the "CSB"). Each of the Issuer and the Bank confirms that all third party information
contained in this Prospectus has been accurately reproduced and that, as far as it is aware and is able to
ascertain from information published by the relevant third party sources, no facts have been omitted which
would render the reproduced information inaccurate or misleading. The source of third party information
contained in this Prospectus is stated where such information appears in the Prospectus. Where information
has not been independently sourced, it is the Group's own information.

Citigroup Global Markets Limited, HSBC Bank plc, J.P. Morgan Securities plc, Standard Chartered Bank,
UBS AG London Branch and Watani Investment Company K.S.C.C. (together, the "Joint Lead
Managers") have not independently verified the information contained herein. No representation, warranty
or undertaking, express or implied, is made and no responsibility or liability is accepted by the Joint Lead
Managers as to the accuracy or completeness of the information contained in this Prospectus or any other
information provided by the Issuer and the Bank in connection with the issuance of the Capital Securities,
or for any acts or omissions of the Issuer, the Bank or any other person in connection with the Prospectus
or the issuance of the Capital Securities.

No person is or has been authorised by the Issuer or the Bank or the Joint Lead Managers to give any
information or to make any representation not contained in or not consistent with this Prospectus or any
other information supplied in connection with the issuance of the Capital Securities and, if given or made,
such information or representation must not be relied upon as having been authorised by the Issuer, the
Bank or any of the Joint Lead Managers.

Neither this Prospectus nor any other information supplied in connection with the issuance of the Capital
Securities: (a) is intended to provide the basis of any credit or other evaluation; or (b) should be considered
as a recommendation by the Issuer, the Bank or any of the Joint Lead Managers that any recipient of this
Prospectus or any other information supplied in connection with the issuance of the Capital Securities
should purchase any Capital Securities. Each investor contemplating purchasing any Capital Securities
should make its own independent investigation of the financial condition and affairs, and its own appraisal
of the creditworthiness, of the Issuer and the Bank. Neither this Prospectus nor any other information
supplied in connection with the issuance of the Capital Securities constitutes an offer or invitation by or on
behalf of the Issuer, the Bank or any of the Joint Lead Managers to any person to subscribe for or to purchase
any Capital Securities.

Neither the delivery of this Prospectus nor the offering, sale or delivery of any Capital Securities shall in
any circumstances imply that the information contained herein concerning the Issuer and the Bank is correct
at any time subsequent to the date hereof or that any other information supplied in connection with the
issuance of the Capital Securities is correct as of any time subsequent to the date indicated in the document
containing the same. The Joint Lead Managers expressly do not undertake to review the financial condition
or affairs of each of the Issuer and the Bank during the life of the issuance or to advise any investor in the
Capital Securities of any information coming to their attention.

This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Capital Securities
in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction.
The distribution of this Prospectus and the offer or sale of Capital Securities may be restricted by law in
certain jurisdictions. The Issuer, the Bank and the Joint Lead Managers do not represent that this Prospectus
may be lawfully distributed, or that any Capital Securities may be lawfully offered, in compliance with any
applicable registration or other requirements in any such jurisdiction, or pursuant to an exemption available
thereunder, or assume any responsibility for facilitating any such distribution or offering. In particular, no
action has been taken by the Issuer, the Bank or the Joint Lead Managers which is intended to permit a



public offering of any Capital Securities or distribution of this Prospectus in any jurisdiction where action
for that purpose is required. Accordingly, no Capital Securities may be offered or sold, directly or indirectly,
and neither this Prospectus nor any advertisement or other offering material may be distributed or published
in any jurisdiction, except under circumstances that will result in compliance with any applicable laws and
regulations. Persons into whose possession this Prospectus or any Capital Securities may come must inform
themselves about, and observe, any such restrictions on the distribution of this Prospectus and the offering
and sale of any Capital Securities. In particular, there are restrictions on the distribution of this Prospectus
and the offer or sale of any Capital Securities in the United States, the United Kingdom, the EEA, Hong
Kong, Japan, Singapore, the United Arab Emirates (excluding the Dubai International Financial Centre (the
"DIFC")), the DIFC, the State of Kuwait ("Kuwait"), the Kingdom of Saudi Arabia, the Kingdom of
Bahrain ("Bahrain") and the State of Qatar ("Qatar™) (see "Subscription and Sale" and "Transfer
Restrictions").

The Capital Securities may not be a suitable investment for all investors. Each potential investor in
the Capital Securities must determine the suitability of that investment in light of its own
circumstances. In particular, each potential investor may wish to consider, either on its own or with the
help of its financial and other professional advisers, whether it:

(@) has sufficient knowledge and experience to make a meaningful evaluation of the Capital Securities,
the merits and risks of investing in the Capital Securities and the information contained in this
Prospectus;

(o) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its

particular financial situation, an investment in the Capital Securities and the impact the Capital
Securities will have on its overall investment portfolio;

(c) has sufficient financial resources and liquidity to bear all of the risks of an investment in the Capital
Securities, including where the currency for payments of principal or interest is different from the
potential investor's currency;

(d) understands thoroughly the terms of the Capital Securities and is familiar with the behaviour of
any relevant indices and financial markets; and

(e) is able to evaluate possible scenarios for economic, interest rate and other factors that may affect
its investment and its ability to bear the applicable risks.

The Capital Securities are complex financial instruments. Sophisticated institutional investors generally do
not purchase complex financial instruments as stand-alone investments. They purchase complex financial
instruments as a way to reduce risk or enhance yield with an understood, measured, appropriate addition of
risk to their overall portfolios. A potential investor should not invest in the Capital Securities unless it has
the expertise (either alone or with a financial adviser) to evaluate how the Capital Securities will perform
under changing conditions, the resulting effects on the value of the Capital Securities and the impact this
investment will have on the potential investor's overall investment portfolio.

Legal investment considerations may restrict certain investments. The investment activities of certain
investors are subject to legal investment laws and regulations, or review or regulation by certain authorities.
Each potential investor should consult its legal advisers to determine whether and to what extent: (a) the
Capital Securities are legal investments for it; (b) the Capital Securities can be used as collateral for various
types of borrowing; and (c) other restrictions apply to its purchase or pledge of any Capital Securities.
Financial institutions should consult their legal advisers or the appropriate regulators to determine the
appropriate treatment of Capital Securities under any applicable risk-based capital or similar rules.



SERVICE OF PROCESS AND ENFORCEMENT OF CIVIL LIABILITIES
The Issuer is a prescribed company incorporated in the DIFC and the Guarantor is a public Kuwaiti
shareholding company established in Kuwait. All of the officers and directors of the Issuer and the
Guarantor named herein reside outside the United States and all or a substantial portion of the assets of
each of the Issuer and the Guarantor and its officers and directors are located outside the United States. As
aresult:

o it may not be possible for investors to effect service of process outside the DIFC upon the Issuer
or its officers and directors, or to enforce judgments against them predicated upon United States
federal securities laws or the securities laws of any state or territory within the United States; and

. it may not be possible for investors to effect service of process outside Kuwait upon the Guarantor
or its officers and directors, or to enforce judgments against them predicated upon United States
federal securities laws or the securities laws of any state of territory within the United States.

The Capital Securities and the Subordinated Guarantee are governed by English law (and, in the case of
Condition 3.1, DIFC law) and disputes in respect of them may be settled by arbitration under the Rules of
the LCIA in London, England.

Investors may have difficulties in enforcing an arbitration award against the Issuer or the Guarantor in the
courts of Kuwait to the extent that such arbitration award is deemed to be in contravention of Kuwaiti public
policy rules and/or in view of the timing and requisite procedural formalities required for enforcing a
foreign arbitral award. Moreover, judicial precedent in Kuwait has no binding effect on subsequent
decisions and there is no formal or updated system of reporting court decisions in Kuwait. These factors
create greater judicial uncertainty than would be expected in certain other jurisdictions. See "Risk Factors
— Enforcement under Kuwaiti Law".

AVAILABLE INFORMATION

To permit compliance with Rule 144A in connection with any resales or other transfers of Capital Securities
that are "restricted securities" within the meaning of Rule 144(a)(3) of the Securities Act, each of the Issuer
and the Guarantor will undertake in a deed poll dated 27 November 2019 (the "Deed Poll") to furnish, upon
the request of a holder of such Capital Securities or any beneficial interest therein, to such holder or to a
prospective purchaser designated by him, the information required to be delivered under Rule 144A(d)(4)
under the Securities Act if, at the time of the request, any of the Capital Securities remain outstanding as
"restricted securities" within the meaning of Rule 144(a)(3) of the Securities Act and each of the Issuer and
the Guarantor is neither a reporting company under Section 13 or 15(d) of the U.S. Securities Exchange
Act of 1934 (as amended, the "Exchange Act") nor exempt from reporting requirements pursuant to and
in compliance with Rule 12g3-2(b) thereunder.

STABILISATION

In connection with the issue of the Capital Securities, J.P. Morgan Securities plc (the "Stabilisation
Manager") (or persons acting on behalf of the Stabilisation Manager) may over-allot Capital Securities or
effect transactions with a view to supporting the market price of the Capital Securities at a level higher than
that which might otherwise prevail. However, stabilisation may not necessarily occur. Any stabilisation
action may begin on or after the date on which adequate public disclosure of the terms of the offer of the
Capital Securities is made and, if begun, may cease at any time, but it must end no later than the earlier of
30 days after the issue date of the Capital Securities and 60 days after the date of the allotment of the Capital
Securities. Any stabilisation action or over-allotment must be conducted by the Stabilisation Manager (or
persons acting on behalf of the Stabilisation Manager) in accordance with all applicable laws and rules.



MIFID Il PRODUCT GOVERNANCE / PROFESSIONAL INVESTORS AND ECPS ONLY
TARGET MARKET

Solely for the purposes of each manufacturer's product approval process, the target market assessment in
respect of the Capital Securities has led to the conclusion that: (i) the target market for the Capital Securities
is eligible counterparties and professional clients only, each as defined in MiFID II; and (ii) all channels
for distribution of the Capital Securities to eligible counterparties and professional clients are appropriate.
Any person subsequently offering, selling or recommending the Capital Securities (a "distributor") should
take into consideration the manufacturers' target market assessment; however, a distributor subject to
MiFID Il is responsible for undertaking its own target market assessment in respect of the Capital Securities
(by either adopting or refining the manufacturers' target market assessment) and determining appropriate
distribution channels.

PRIIPS REGULATION/PROHIBITION OF SALES TO EEA RETAIL INVESTORS

The Capital Securities are not intended to be offered, sold or otherwise made available to and should not
be offered, sold or otherwise made available to any retail investor in the EEA. For these purposes, a retail
investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1)
of MIFID II; or (ii) a customer within the meaning of Directive (EU) 2016/97, where that customer would
not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID Il. Consequently no
key information document required by Regulation (EU) No 1286/2014 (as amended, the "PRIIPs
Regulation™) for offering or selling the Capital Securities or otherwise making them available to retail
investors in the EEA has been prepared and therefore offering or selling the Capital Securities or otherwise
making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

SINGAPORE SECURITIES AND FUTURES ACT PRODUCT CLASSIFICATION

In connection with Section 309B of the Securities and Futures Act (Chapter 289) of Singapore, as amended
or modified from time to time (the "SFA"), and the Securities and Futures (Capital Markets Products)
Regulations 2018 of Singapore (the "CMP Regulations 2018") the Issuer has determined, and hereby
notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Capital Securities are
"prescribed capital markets products” (as defined in the CMP Regulations 2018) and Excluded Investment
Products (as defined in the Singapore Monetary Authority (the "MAS") Notice SFA 04-N12: Notice on the
Sale of Investment Products and in the MAS Notice FAA-N16: Notice on Recommendations on Investment
Products).

NOTICE TO THE RESIDENTS OF THE KINGDOM OF SAUDI ARABIA

This document may not be distributed in the Kingdom of Saudi Arabia except to such persons as are
permitted under the Rules on the Offer of Securities and Continuing Obligations issued by the Capital
Market Authority of Saudi Arabia (the "Capital Market Authority").

The Capital Market Authority does not make any representation as to the accuracy or completeness of this
document, and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance
upon, any part of this document. Prospective purchasers of the securities offered hereby should conduct
their own due diligence on the accuracy of the information relating to the securities. If you do not understand
the contents of this document, you should consult an authorised financial advisor.

NOTICE TO THE RESIDENTS OF THE KINGDOM OF BAHRAIN

In relation to investors in Bahrain, Capital Securities issued in connection with this Prospectus and related
offering documents may only be offered in registered form to existing accountholders and accredited
investors as defined by the Central Bank of Bahrain (the "CBB") in Bahrain where such investors make a
minimum investment of at least U.S.$100,000, or any equivalent amount in another currency or such other
amount as the CBB may determine.

This Prospectus does not constitute an offer of securities in Bahrain pursuant to the terms of Article (81) of
the Central Bank and Financial Institutions Law 2006 (decree Law No. 64 of 2006). This Prospectus and
related offering documents have not been and will not be registered as a prospectus with the CBB.
Accordingly, no Capital Securities may be offered, sold or made the subject of an invitation for subscription
or purchase nor will this Prospectus or any other related document or material be used in connection with
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any offer, sale or invitation to subscribe or purchase Capital Securities, whether directly or indirectly, to
persons in Bahrain, other than to accredited investors for an offer outside Bahrain.

The CBB has not reviewed, approved or registered this Prospectus or related offering documents and it has
not in any way considered the merits of the Capital Securities to be offered for investment, whether in or
outside Bahrain. Therefore, the CBB assumes no responsibility for the accuracy and completeness of the
statements and information contained in this Prospectus and expressly disclaims any liability whatsoever
for any loss howsoever arising from reliance upon the whole or any part of the content of this Prospectus.
No offer of the Capital Securities will be made to the public in Bahrain and this Prospectus must be read
by the addressee only and must not be issued, passed to, or made available to the public generally.

NOTICE TO RESIDENTS OF THE STATE OF QATAR

The Capital Securities will not be offered, sold or delivered at any time, directly or indirectly, in Qatar
(including the Qatar Financial Centre) in a manner that would constitute a public offering. This Prospectus
has not been and will not be reviewed or approved by, or registered with, the Qatar Financial Markets
Authority, the Qatar Central Bank, the Qatar Stock Exchange or the Qatar Financial Centre Regulatory
Authority in accordance with their regulations or any other regulations in Qatar (including the Qatar
Financial Centre). The Capital Securities are not and will not be traded on the Qatar Stock Exchange. The
Capital Securities and interests therein will not be offered to investors domiciled or resident in Qatar
(including the Qatar Financial Centre) and do not constitute debt financing in Qatar (including the Qatar
Financial Centre) under the Commercial Companies Law No. (11) of 2015 or otherwise under the laws of
Qatar (including the Qatar Financial Centre).

NOTICE TO RESIDENTS OF KUWAIT

Unless all necessary approvals from the Kuwait Capital Markets Authority (the "CMA") pursuant to Law
No. 7 of 2010 Concerning the Establishment of the Capital Markets Authority and the Regulating of
Securities Activities and its executive bylaws (each as amended) (the "CML Rules"), and the various
resolutions, regulations, directives and instructions and announcements issued from time to time pursuant
thereto, or in connection therewith (regardless of nomenclature), have been given in relation to the
marketing of, and sale of, the Capital Securities, the Capital Securities may not be offered for sale, nor sold,
in Kuwait. Neither this Prospectus nor any of the information contained herein is intended to lead to the
conclusion of any contract of whatsoever nature within Kuwait.

This Prospectus is not for general circulation to the public in Kuwait nor will the Capital Securities be sold
by way of a public offering in Kuwait. In the event that the Capital Securities are intended to be purchased
onshore in Kuwait, the same may only be so purchased through a licensed person duly authorised to
undertake such activity pursuant to the CML Rules. Investors from Kuwait acknowledge that the CMA and
all other regulatory bodies in Kuwait assume no responsibility whatsoever for the contents of this
Prospectus or verify the validity and accuracy thereof. Prior to purchasing any Capital Securities, it is
recommended that a prospective holder of any Capital Securities seeks professional advice from its advisors
in respect to the contents of this Prospectus so as to determine the suitability of purchasing the Capital
Securities.

U.S. INFORMATION

This Prospectus is being submitted on a confidential basis in the United States to a limited number of QIBs
for informational use solely in connection with the consideration of the purchase of the Capital Securities.
Its use for any other purpose in the United States is not authorised. It may not be copied or reproduced in
whole or in part nor may it be distributed or any of its contents disclosed to anyone other than the
prospective investors to whom it is originally submitted.

NEITHER THIS PROSPECTUS NOR THE CAPITAL SECURITIES HAVE BEEN APPROVED
OR DISAPPROVED BY THE U.S. SECURITIES AND EXCHANGE COMMISSION, ANY
SECURITIES COMMISSION OF ANY STATE IN THE UNITED STATES OR ANY OTHER U.S.
REGULATORY AUTHORITY, NOR HAS ANY OF THE FOREGOING AUTHORITIES PASSED
UPON OR ENDORSED THE MERITS OF THE OFFERING OF CAPITAL SECURITIES OR



THE ACCURACY OR THE ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED STATES.

The Capital Securities have not been and will not be registered under the Securities Act or with any
securities regulatory authority of any state or other jurisdiction of the United States. Capital Securities may
not be offered or sold within the United States or to, or for the account or benefit of, U.S. persons (as defined
in Regulation S under the Securities Act), except in transactions exempt from, or in transactions not subject
to, the registration requirements of the Securities Act and any applicable securities law of any state or other
jurisdiction of the United States. Accordingly, the Capital Securities are being offered or sold to non-U.S.
persons in offshore transactions in reliance on Regulation S and within the United States only to persons
who are QIBs in reliance on Rule 144A. Prospective purchasers are hereby notified that the offer and sale
of Capital Securities to it may be made in reliance on the exemption from the provisions of Section 5 of the
Securities Act provided by Rule 144A. For a description of these and certain further restrictions on offers,
sales and transfers of Capital Securities and distribution of this Prospectus, see "Transfer Restrictions™ and
"Subscription and Sale".

Each investor, by purchasing Capital Securities, agrees that the Capital Securities may be reoffered, resold,
repledged or otherwise transferred only upon registration under the Securities Act or pursuant to the
exemptions therefrom described under "Transfer Restrictions" and "Subscription and Sale". As a
prospective investor, you should be aware that you may be required to bear the financial risks of this
investment for an indefinite period of time. Each investor also will be deemed to have made certain
representations and agreements as described in "Transfer Restrictions”. Any transfer in breach of the
transfer restrictions set forth in "Transfer Restrictions™ and "Subscription and Sale” will be null and void
ab initio, and will not operate to transfer any rights to any transferee.

Each purchaser or holder of Capital Securities represented by a Restricted Global Certificate or any Capital
Securities issued in exchange or substitution therefor will be deemed, by its acceptance or purchase of any
such Capital Securities, to have made certain representations and agreements intended to restrict the resale
or other transfer of such Capital Securities as set out in "Transfer Restrictions".

CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS

Some statements in this Prospectus may be deemed to be forward-looking statements. Forward-looking
statements include statements concerning the Bank's plans, objectives, goals, strategies, future operations
and performance and the assumptions underlying these forward-looking statements. When used in this
document, the words "anticipates", "estimates", "expects"”, "believes”, "intends", "plans"”, "aims", "seeks",
"may”, "will", "should" and any similar expressions generally identify forward-looking statements. These
forward-looking statements are contained in the sections entitled "Risk Factors" and "Description of the
Group™ and other sections of this Prospectus. The Bank has based these forward-looking statements on the
current view of its management with respect to future events and financial performance. Although the Bank
believes that the expectations, estimates and projections reflected in its forward-looking statements are
reasonable as at the date of this Prospectus, if one or more of the risks or uncertainties materialise, including
those which the Bank has identified in this Prospectus, or if any of the Bank's underlying assumptions prove
to be incomplete or inaccurate, the Bank's actual results of operations may vary from those expected,
estimated or predicted.

The risks and uncertainties referred to above include:

o macro-economic and financial market conditions generally;

. credit risks, including the impact of a higher level of credit defaults arising from any deterioration
in economic conditions, the Bank's ability to successfully re-price and restructure loans, the impact

of provisions and impairments and concentration of the Bank's loan portfolio;

o liquidity risks, including the inability of the Bank to meet its contractual and contingent cash flow
obligations or the inability to fund its operations;

. changes in interest rates and other market conditions, including changes in LIBOR, EIBOR,
spreads and net interest margins; and

. political and economic conditions in Kuwait and the Middle East.
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Additional factors that could cause actual results, performance or achievements to differ materially include,
but are not limited to, those discussed in "Risk Factors".

These forward looking statements speak only as at the date of this Prospectus. Without prejudice to any
requirements under applicable laws and regulations, the Bank expressly disclaims any obligation or
undertaking to disseminate after the date of this Prospectus any updates or revisions to any forward-looking
statements contained herein to reflect any change in expectations thereof or any change in events, conditions
or circumstances on which any such forward-looking statement is based.

PRESENTATION OF CERTAIN FINANCIAL AND OTHER INFORMATION
HISTORICAL FINANCIAL STATEMENTS
This Prospectus contains:

. the unaudited consolidated financial statements of the Group as at and for the nine months ended
30 September 2019 (with comparative data for the nine months ended 30 September 2018) (the
"Interim Financial Statements");

o the audited consolidated financial statements of the Group as at and for the year ended 31
December 2018 (with comparative data for the year ended 31 December 2017) (the "2018
Financial Statements"); and

o the audited consolidated financial statements of the Group as at and for the year ended 31
December 2017 (with comparative data for the year ended 31 December 2016) (the "2017
Financial Statements").

In this Prospectus, the 2018 Financial Statements and the 2017 Financial Statements are together referred to
as the "Annual Financial Statements™ and the Interim Financial Statements and the Annual Financial
Statements are together referred to as the "Financial Statements".

The Interim Financial Statements have been prepared in accordance with International Accounting
Standard ("IAS") 34 "Interim Financial Reporting". The accounting policies used in the preparation of
the Interim Financial Statements are consistent with those used in the preparation of the Annual Financial
Statements. The Interim Financial Statements have been jointly reviewed by Ernst & Young Al Aiban,
Al Osaimi & Partners with license no. 68A ("E&Y™) and Deloitte & Touche Al Wazzan & Co. with
license no. 62A ("Deloitte™) in accordance with the International Standard on Review Engagements
2410, "Review of Interim Financial Information Performed by the Independent Auditor of the Entity"
as stated in their review report included elsewhere in this Prospectus.

The Annual Financial Statements have been prepared in accordance with the regulations issued by the
Central Bank of Kuwait for financial services institutions in the State of Kuwait (the "CBK
regulations"), and have been jointly audited by E&Y and Deloitte in accordance with International
Standards on Auditing as stated in their audit reports included in this Prospectus. In relation to the 2017
Financial Statements, the CBK regulations required the adoption of all International Financial Reporting
Standards ("IFRS") requirements as issued by International Accounting Standards Board (the "IASB")
except for the IAS 39, 'Financial Instruments: Recognition and Measurement', requirement for a
collective provision, which was replaced by the CBK's requirement for a minimum general provision
to be made on all applicable credit facilities (net of certain categories of collateral) that are not provided
for specifically. In relation to the 2018 Financial Statements and the Interim Financial Statements, the CBK
regulations require the expected credit loss ("ECL") on credit facilities to be measured at the higher of the
amount computed under IFRS 9 in accordance with the CBK guidelines (as discussed in Note 30.1.1 to the
2018 Financial Statements under the heading "Measurement of ECLs") or the provisions as required by
CBK instructions; the consequent impact on related disclosures and the adoption of all other requirements
of IFRS as issued by IASB.

The Group's financial year ends on 31 December and references in this Prospectus to "2018", "2017" and
"2016" are to the 12 month period ending on 31 December in each year.

The Financial Statements included in this Prospectus should be read in conjunction with the respective

notes thereto. Prospective investors are advised to consult their professional advisors for an understanding
of:
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(i) the differences between IFRS and U.S. generally accepted accounting principles ("US GAAP™)
or any other systems of generally accepted accounting principles in the jurisdictions of such
prospective investors and how those differences might affect the financial information included
or incorporated by reference in this Prospectus; and

(ii) the impact that future additions to, or amendments of, IFRS may have on the Group's results
of operations or financial condition, as well as on the comparability of the prior periods.

In addition, this Prospectus includes certain non-IFRS financial measures and ratios. See "—Non-IFRS
Financial Measures" below.

All financial information regarding the Group in this Prospectus as, or that relates to the nine-month periods
ended, 30 September 2019 and 30 September 2018 is unaudited and has been extracted or derived from the
Interim Financial Statements or from the Group's unaudited management accounts based on accounting
records, as applicable, or is based on calculations of figures from these sources.

Certain numerical figures set out in this Prospectus, including financial and operating data, have been
rounded and some of these and other figures are also presented in KD millions or billions rather than in
KD thousands as in the Financial Statements. Therefore, the sums of amounts given in some columns or
rows in the tables and other lists presented in this Prospectus may slightly differ from the totals specified
for such columns or rows. Similarly, some percentage values presented in the tables in this Prospectus
have been rounded and the totals specified in such tables may not add up to 100 per cent. Percentages and
amounts reflecting changes over time periods relating to financial and other data set out in "Management's
Discussion and Analysis of Financial Condition and Results of Operations" are calculated using the
numerical data in the relevant Financial Statements.

The financial information included in this Prospectus is not intended to comply with the applicable
accounting requirements of the Securities Act and the related rules and regulations which would apply if
the Capital Securities were being registered with the U.S. Securities and Exchange Commission (the
"SEC").

TERMINOLOGY

The Group conducts both conventional and, through its majority-owned subsidiary, Boubyan Bank
K.S.C.P. ("Boubyan Bank"), Islamic banking activities. As a result, the Group earns both interest income
and murabaha and Islamic financing income and incurs both interest expense and finance cost and
distribution to depositors which give rise to both net interest income and net income from Islamic financing.
For convenience, in certain places in this Prospectus, including "—Average Balances and Interest Rates"
below and "Management's Discussion and Analysis of Financial Condition and Results of Operations":

. interest income and murabaha and Islamic financing income are together referred to as "finance
income"; and
. interest expense and finance cost and distribution to depositors are together referred to as

"financing cost".
AVERAGE BALANCES AND INTEREST RATES

This Prospectus includes information relating to average balances of interest income and financing
income-earning assets (together referred to as "income-earning assets") and interest expense and
financing cost-bearing liabilities (together referred to as "cost-bearing liabilities") of the Group, the
amounts of finance income and financing cost of the Group and the average rates at which finance
income was earned on such assets and financing cost was incurred on such liabilities by the Group for the
nine months ended 30 September 2019 and 2018 and for the years ended 31 December 2018, 2017 and
2016. This information is presented in the sections "Management's Discussion and Analysis of Financial
Condition and Results of Operations” and "Selected Statistical Data". Unless otherwise specified in this
Prospectus, average balances of assets and liabilities for the Group for the nine months ended 30
September 2019 and 2018 and for the years ended 31 December 2018, 2017 and 2016 were calculated
as the sum of assets or liabilities on a quarterly basis divided by four for the nine-month periods or
five for the annual periods. The quarterly balances were extracted from interim and annual financial
statements of the Group. The average interest rate for any line item is calculated by dividing finance
income or financing cost, as applicable, by the average balance for such line item for the relevant period.
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This Prospectus also includes information on changes in finance income or financing cost of the
Group, which are attributed to either: (i) changes in average balances (volume change) of income-earning
assets or cost-bearing liabilities; or (ii) changes in average rates (rate change) at which finance income
was earned on such assets or at which financing cost was incurred on such liabilities. This information
also appears in the section "Selected Statistical Data". Changes in the Group's finance income and
financing cost have been allocated between changes in average volume and changes in average rates
for the nine months ended 30 September 2019 and 2018 and for the years ended 31 December 2018, 2017
and 2016. The volume and rate variances are calculated based on the movements of average balances
over the period and changes in average rates on income-earning assets and cost-bearing liabilities. The
net change attributable to changes in both volume and rate has been allocated in line with the amounts
derived for pure rate and volume variances.

The information with respect to the Group presented in "Selected Statistical Data" has not been prepared
in accordance with, and is not intended to comply with, the applicable accounting requirements of the
Securities Act and the related rules and regulations of the SEC which would apply if the Capital
Securities were being registered with the SEC. In particular, the average balances and related data
presented in "Selected Statistical Data" are based on materially less frequent averaging methods than
those used by other banks in the United States, Western Europe and other jurisdictions in connection
with similar offers of securities. Prospective investors should be aware that the results of the analysis for
the Group would likely be different if alternative or more frequent averaging methods were used and such
differences could be material.

NON-IFRS FINANCIAL MEASURES AND APMs

This Prospectus contains references to certain non-1FRS measures, including capital adequacy, leverage and
certain other ratios contained in "Selected Consolidated Financial Data" and referred to elsewhere in this
Prospectus. In addition, all of the average information contained in "Selected Statistical Data" and referred
to elsewhere in this Prospectus is also non-1FRS data. All of these measures and data constitute alternative
performance measures (as defined in the European Securities and Markets Authority guidelines (the "ESMA
Guidelines™) on Alternative Performance Measures ("APMs")).

The Group believes that the APMs included in this Prospectus provide useful supplementary information to
both investors and to the Group's management, as they facilitate the evaluation of underlying operating
performance and financial position across financial reporting periods. However, investors should note that,
since not all companies calculate financial measurements, such as the APMs presented by the Group in this
Prospectus, in the same manner, these are not always directly comparable to performance metrics used by
other companies.

The APMs contained in this Prospectus should not be considered in isolation and are not measures of
financial performance or liquidity under IFRS. These non-IFRS measures should not be considered as
an alternative to revenues, profit or loss for the period or any other performance measures derived in
accordance with IFRS or as an alternative to cash flow from operating, investing or financing activities
or any other measure of liquidity derived in accordance with IFRS. Non-IFRS measures do not
necessarily indicate whether cash flow will be sufficient or available for cash requirements and may not
be indicative of actual results of operations. In addition, the APMs in this Prospectus may not be
comparable to other similarly titled measures used by other companies. The Group believes that net interest
margin and other non-IFRS measures presented in this Prospectus are useful indicators of financial
performance that are widely used by investors to monitor the results of banks generally. Because of
the discretion that the Group and other companies have in defining these measures and calculating the
reported amounts, care should be taken in comparing these measures with similar measures used by
other companies.

The non-1FRS financial measures contained in this Prospectus have also not been prepared in accordance
with US GAAP, SEC requirements or the accounting standards of any other jurisdiction.

MONETARY AND EXCHANGE RATE POLICY
Kuwait's monetary and exchange rate policy is set and managed by the CBK. The CBK's main monetary

policy objective is to maintain monetary stability with the aim to mitigate the impacts of inflation and
to enhance social and economic progress in Kuwait and the growth of national income.
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The CBK's policy for the Kuwaiti dinar exchange rate aims at maintaining and enhancing the relative
stability of the Kuwaiti dinar against other currencies and shielding the domestic economy against the
impacts of imported inflation. These responsibilities reflect the importance of the exchange rate policy
in the Kuwaiti economy where no restrictions are imposed on the movement of capital.

Since 1975, the Kuwaiti dinar has been pegged to an undisclosed weighted basket of international
currencies of Kuwait's major trade and financial partner countries (the " Kuwaiti Dinar Basket"), except
between January 2003 and May 2007, when the Kuwaiti dinar was pegged to the U.S. dollar within
margins around a parity rate.

This exchange rate policy contributes to maintaining the relative stability of the KD exchange rate
against other currencies and strengthens the CBK's ability to implement a monetary policy aimed at
reducing inflationary pressures, particularly those resulting from fluctuations in the exchange rates of world
currencies. The CBK has the ability to adjust the Kuwaiti Dinar Basket at its discretion.

The following table shows the Kuwaiti dinar per U.S.$1.00 exchange rate based on daily data for the
nine months ended 30 September 2019 and for the year ended 31 December 2018.

High U.$.S/KD Low U.$.S/KD Difference Difference (%)

30 September 2019 ..., 0.304 0.304 0.0006 0.02%
31 December 2018 ..., 0.304 0.303 0.001 0.26%

Source: Central Bank of Kuwait
DEFINITIONS
Capitalised terms which are used but not defined in any section of this Prospectus have the meanings

attributed to them in the Conditions or any other section of this Prospectus. In addition, the following terms
used in this Prospectus have the meanings defined below:

. references to "GCC" are to the Gulf Co-operation Council;

. reference to the "Group" are to the Bank and its subsidiaries taken as a whole;

. references to "Kuwait" are to the State of Kuwait;

. references to a "Member State™ are references to a Member State of the European Economic Area;
and

o references to the "MENA region" are to the Middle East and North Africa region.

CERTAIN CONVENTIONS

Certain figures and percentages included in this Prospectus have been subject to rounding adjustments;
accordingly figures shown in the same category presented in different tables may vary slightly and
figures shown as totals in certain tables may not be an arithmetic aggregation of the figures which precede
them.

All references in this Prospectus to:

. "U.S. dollars”, "U.S.$" and "$" refer to United States dollars being the legal currency for the time
being of the United States of America;

. "dinar" and "KD" refer to Kuwaiti dinar being the legal currency for the time being of Kuwait;

. "euro", "EUR" and "€" refer to the currency introduced at the start of the third stage of European
economic and monetary union pursuant to the Treaty establishing the European Community, as
amended,;

. "GBP" refer to the British Pound, being the legal currency for the time being of the United
Kingdom; and



"Egyptian pounds" and "EGP" refer to the legal currency for the time being of the Arab Republic
of Egypt.
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RISK FACTORS

Any investment in the Capital Securities is subject to a number of risks and uncertainties. Prospective
investors should consider carefully the risks and uncertainties associated with the Group's business and
any investment in the Capital Securities, together with all of the information that is included in this
Prospectus, and should form their own view before making an investment decision with respect to the
Capital Securities. In particular, prospective investors should evaluate the risks and uncertainties referred
to or described below, which may have a material adverse effect on the Issuer's or the Bank's business,
results of operations and financial condition. Should one or more of these risks occur or be perceived by
the market as being likely to occur, at the same time or separately, the market price of the Capital Securities
could decline and an investor might lose part or all of its investment.

Each of the Issuer and the Bank believes that the factors described below represent the principal
risks inherent in investing in the Capital Securities, but the Issuer's and the Bank's inability to pay interest,
principal or other amounts on or in connection with the Capital Securities may occur for other reasons
and the Issuer and the Bank do not represent that the statements below regarding the risks of holding the
Capital Securities are exhaustive. Additional risks not presently known to the Issuer or the Bank or that
the Issuer or the Bank currently deem immaterial may also impair the Issuer's or the Bank's ability to
pay interest, principal or other amounts on or in connection with the Capital Securities.

This Prospectus also contains forward-looking statements that involve risks and uncertainties. The
Issuer's and the Bank's actual results could differ materially from those anticipated in these forward-
looking statements as a result of certain factors, including the risks faced by the Issuer and the Bank
described below and elsewhere in this Prospectus. See "Cautionary Statement Regarding Forward-Looking
Statements".

FACTORS THAT MAY AFFECT THE ISSUER'S ABILITY TO FULFIL ITS OBLIGATIONS
UNDER OR IN CONNECTION WITH THE CAPITAL SECURITIES

The Issuer has a limited operating history and no material assets

The Issuer is a prescribed company with limited liability, incorporated under the laws of the DIFC on 18
September 2019 and, accordingly, only has a limited operating history. The Issuer is a wholly owned
subsidiary of the Guarantor. All proceeds from the issue of the Capital Securities will be lent by the Issuer
to the Guarantor pursuant to the terms of the On-Loan Agreement (as defined in the Conditions). Payments
of principal and interest under the Loan (as defined in the Conditions) by the Guarantor to the Issuer will
fund the Issuer's payment obligations under the Capital Securities. The Guarantor's obligations under the
On-Loan Agreement are subordinated in a manner equivalent to the subordination of its obligations under
the Subordinated Guarantee, as described in Condition 4.2 (Status of the Guarantee and Subordination)
and under the section entitled "Use of Proceeds".

As the Issuer does not have any other business operations, the Issuer's ability to fulfil its obligations under
the Capital Securities is entirely dependent on the Guarantor's performance under the On-Loan Agreement.
As a result, the Issuer is subject to all the risks to which the Guarantor is subject, to the extent such risks
could limit the Guarantor's ability to satisfy in full and on a timely basis its obligations to the Issuer under
the On-Loan Agreement. See "— Factors that may Affect the Bank's Ability to fulfil its Obligations in respect
of Capital Securities, the Loan and/or the Subordinated Guarantee™.

FACTORS THAT MAY AFFECT THE BANK'S ABILITY TO FULFIL ITS OBLIGATIONS
IN RESPECT OF CAPITAL SECURITIES, THE LOAN AND/OR THE SUBORDINATED
GUARANTEE

Economic risks

Macro-economic and financial market conditions have materially adversely affected and may continue to
materially adversely affect the Group's business, results of operations and financial condition

The Group, in common with other financial institutions, is susceptible to changes in the macro-
economic environment and the performance of financial markets generally. Following the significant fall
in international oil prices from mid-2014 and sustained low prices in 2015 and much of 2016, the economies



of many oil producing countries in the Middle East, including Kuwait, were adversely affected in 2016 and
2017 in particular. See "Risks Relating to the Region in which the Bank Principally Operates— Kuwait's
economy and government revenues are significantly impacted by, and are dependent upon, international
oil prices" below.

The Group's operations are concentrated in Kuwait and the MENA region. For the nine months ended 30
September 2019, 75.6 per cent. of the Group's net operating income was derived from its operations in
Kuwait (compared to 76.3 per cent. in 2018). As at 31 December 2018, 78.3 per cent. of its maximum
exposure to credit risk (including contingent liabilities) was concentrated in the MENA region, principally
in Kuwait.

In 2018 and the first nine months of 2019, consumer spending in Kuwait has maintained its upward trend
against a backdrop of low inflation, steady employment growth, strong confidence levels and an earlier
easing of credit restrictions by the CBK. There were also encouraging signs in the real estate sector, which
continued to emerge from its previous slump. Despite these positive signs, however, the Group believes
that further reforms are still required to boost longer-term growth potential. The fiscal deficit in Kuwait
narrowed to 3 per cent. of GDP in the fiscal year ended 31 March 2019 from 9 per cent. of GDP in the
previous fiscal year and nearly 14 per cent. of GDP in the fiscal year ended 31 March 2017. Within the
banking sector, credit growth remained moderate in the first nine months of 2019 with strong growth in
personal consumption loans but softer growth in business lending. Borrowing costs, which increased in
2018 as the CBK raised its benchmark interest rate by 0.25 per cent. to 3.0 per cent., decreased in October
2019 as the CBK cut its benchmark rate by 0.25 per cent. to 2.75 per cent., while there were three cuts by
the U.S. Federal Reserve, aggregating 0.75 per cent., to 1.75 per cent. in 2019.

Outside Kuwait, the Group's largest operation within the MENA region is that of its 98.5 per cent. owned
Egyptian subsidiary, National Bank of Kuwait — Egypt S.A.E. ("NBK Egypt") which, as at 31 December
2018, accounted for 7.0 per cent. of the Group's net operating income. Egypt, in past years, and particularly
since the 2011 Egyptian revolution, experienced a turbulent period including significant political unrest and
multiple terrorist attacks which culminated in a period of economic instability. However, an ambitious
economic reform programme commenced in late 2016 supported by a U.S.$12 billion loan from the IMF.
This programme has led to growth estimates of more than 5 per cent. in 2018/2019, recovering tourism and
exports helped by a cheaper currency, increased inward remittances and higher international reserves. At the
same time, the budget deficit has contracted, the unemployment rate has started to drop and public debt
dynamics have improved. Nevertheless, while indicators are mostly favourable, Egypt is still facing a number
of risks, including high exposure to external shocks, persistently high inflation and high debt servicing costs.
In addition, through its consolidation of NBK Egypt, the Group is impacted by exchange rate movements in
the Egyptian pound and any significant devaluation of the Egyptian pound could have a material adverse
effect on the Group's business, results of operations and financial condition.

Any significant deterioration in macro-economic conditions in the MENA region, and particularly in
Kuwait and Egypt, could have a material adverse effect on the Group's business, results of operations
and financial condition, in particular through increased provisions for credit losses and reduced demand
for loans and other banking services. See also "Credit Risks—The Group's loan and investment portfolios
are concentrated by geography, sector and client™" below.

Credit risks

The Group may experience a higher level of customer and counterparty defaults arising from
adverse changes in credit and recoverability that are inherent in the Group's business

As a result of market conditions prevailing over the last few years, including the challenging economic
environment in Kuwait, particularly in 2016 and 2017, together with other factors including the performance
of international debt and equity markets, including political events such as the United Kingdom's "Brexit"
and the trade disputes between the United States and China, companies to which the Group directly extends
credit have experienced, and may continue to experience, decreased revenues, financial losses,
insolvency, difficulty in obtaining access to financing and increased funding costs and some of these
companies have been unable to meet their debt service obligations or other expenses as they become due,
including amounts payable to the Group.



As at 30 September 2019, the Group's loans, advances and Islamic financing provided to customers (before
provisions), amounted to KD 16,886 million compared to KD 16,009 million as at 31 December 2018, KD
15,118 million as at 31 December 2017 and KD 14,280 million as at 31 December 2016. The Group's non-
performing loans as at the same dates amounted to KD 232 million, KD 222 million, KD 214 million and
KD 183 million, respectively, equal to 1.37 per cent., 1.38 per cent., 1.42 per cent. and 1.28 per cent.,
respectively, of the Group's total loans, advances and Islamic financing provided to customers.

Although economic conditions in both Kuwait and Egypt may be improving, there can be no assurance that
this will translate into continued improvement in the performance of the Group's loans, advances and Islamic
financing provided to customers and lower provisions in impairment losses in the future. The Group remains
exposed to adverse changes in credit and recoverability that are inherent in its business and which may cause
it to experience a higher level of customer and counterparty defaults in the future.

The Group's loan and debt securities portfolios are concentrated by geography, sector and client

The Group's loans, advances and Islamic financing to customers, its debt securities portfolio and its holding
of Kuwaiti government treasury bonds and CBK bonds together constituted KD 21,693 million, or 75.0 per
cent. of its total assets, as at 30 September 2019 and KD 20,677 million, or 75.4 per cent. of its total assets,
as at 31 December 2018.

In terms of geographical concentration, of the Group's total loan portfolio as at 30 September 2019, the
borrowers in respect of 91.2 per cent. were located in the MENA region (principally in Kuwait), (as at 31
December 2018: 92.1 per cent.), and the borrowers in respect of the remaining 8.8 per cent. were located
outside the MENA region (as at 31 December 2018: 7.9 per cent.). In addition, the Group's debt securities
portfolio and its holding of Kuwaiti government treasury bonds and CBK bonds have significant exposure
to MENA region issuers which are principally Kuwaiti and other governments. As at 30 September 2019,
KD 4,584 million, or 85.9 per cent., of the combined portfolios comprised exposure primarily to MENA
region issuers (KD 4,514 million, or 87.3 per cent. as at 31 December 2018).

As a result of the concentration of the Group's loan and debt securities portfolios in Kuwait and the MENA
region, any significant deterioration in general economic conditions in Kuwait or the MENA region could
have a material adverse effect on the Group's business, results of operations and financial condition. In
particular, since the Group has indirect exposure to the oil and gas sector including through entities and
projects related to the sovereign, any deterioration in oil and gas prices may further adversely affect the
Kuwait economy as a whole and may indirectly adversely impact the Group as a result of a deterioration in
other sectors of the Kuwait economy.

In terms of sector concentration, the Group does not disclose the sectoral breakdown of its loan and debt
securities portfolios, although it does disclose the sectoral breakdown of its financial assets and off-balance
sheet items which represent its maximum exposure to credit risk and which totalled KD 32,876 million as
at 30 September 2019 and KD 31,017 million as at 31 December 2018. The Group's maximum exposure to
credit risk has concentrations of exposure to particular economic sectors, including banks and financial
institutions which, as at 31 December 2018, accounted for KD 9,909 million, or 31.9 per cent. of its
maximum total exposure to credit risk. Other significant sectoral concentrations as at 31 December 2018
were the retail sector, which accounted for KD 5,186 million, or 16.7 per cent., of the Group's maximum
exposure to credit risk, the government sector, which accounted for KD 3,361 million, or 10.8 per cent., of
the Group's maximum exposure to credit risk and the real estate sector, which accounted for KD 3,281
million, or 10.6 per cent., of the Group's maximum exposure to credit risk. Each of these sectors presents
different levels of risk. For example, the banking sector is particularly exposed to adverse economic
conditions, see "Economic Risks—Macro-economic and financial market conditions have materially
adversely affected and may continue to materially adversely affect the Group's business, results of operations
and financial condition™" above. In addition, the real estate market is cyclical and the retail sector is also
impacted by economic conditions, particularly factors such as high inflation, unemployment, wage freezes
and house price declines. .

In terms of client concentration, the Group's 20 largest loans, advances and Islamic financing provided to
customers outstanding as a percentage of its gross loan portfolio as at 30 September 2019 was 16 per cent.
(as at 31 December 2018; 17 per cent.). The Group is therefore particularly exposed to a default by the
borrowers under any one or more of these large exposures.



A substantial increase in impairment allowances, or incurred losses greater than the level of existing
provisions for credit losses, would adversely affect the Group's results of operations and financial
condition

Since 1 January 2018, in accordance with IFRS as adopted by Kuwait for financial services institutions
regulated by the CBK, the Group is required to recognise impairment allowances for credit facilities at an
amount equal to the higher of (i) the ECL under IFRS 9 according to CBK guidelines dated 25 December
2018 and (ii) the provisions for credit losses required by the CBK instructions of December 1996 as amended
in 2007. Credit facilities granted by the Group comprise loans and advances, Islamic financing to customers,
letters of credit and financial guarantee contracts, and commitments to grant credit facilities.

Prior to 1 January 2018, in accordance with IFRS as adopted by Kuwait for financial services institutions
regulated by the CBK, the Group was required to recognise a minimum general provision for credit losses
according to the CBK instructions of December 1996 as amended in 2007, in lieu of the 1AS 39 general
provision. In other respects, IFRS as adopted by Kuwait for financial services institutions regulated by the
CBK applied the provisioning requirements of 1AS 39 which focussed on incurred credit losses.

The Group's overall level of impairment allowances is based upon a wide range of factors, including the
volume and type of lending being conducted, the collateral held, applicable regulations, past due loans,
economic conditions and other factors related to the recoverability of various loans. Although the Group
endeavours to establish an appropriate level of impairment allowances in accordance with applicable
requirements, it may have to significantly increase its impairment allowances for loan losses in the future as
a result of increases in non-performing assets, deteriorating economic conditions leading to increases in
defaults and bankruptcies, or for other reasons.

As at 30 September 2019, the Group's impaired loans ratio (defined as impaired loans as a percentage of total
gross loans) was 1.37 per cent. (as at 31 December 2018: 1.38 per cent.).

As at 30 September 2019, the Group had KD 232 million of impaired loans and its provision for credit losses
on loans was KD 527 million, in each case calculated in accordance with CBK requirements. The Group's
expected credit loss on credit facilities, determined in accordance with IFRS 9, was KD 413 million as at 30
September 2019. As at 31 December 2018, the Group had KD 222 million of impaired loans and its provision
for credit losses on loans was KD 506 million, in each case calculated in accordance with CBK requirements.
The Group's expected credit loss on credit facilities, determined in accordance with IFRS 9, was KD 408
million as at 31 December 2018.

As at 30 September 2019, the Group's provision for credit losses on loans covered 227.4 per cent. of its
impaired loans (as at 31 December 2018: 228.1 per cent.).

The introduction of IFRS 9 had an impact on the Group's impairment allowances on financial assets other
than credit facilities which amounted to KD 34 million as at 1 January 2018 compared to no impairment as
at 31 December 2017.

Any significant increase in impairment allowances for loan losses reflecting a change in the Group's
estimation of its expected credit losses, however caused, as well as the occurrence of losses in excess of the
impairment allowances allocated made, would have an adverse effect on the Group's business, results of
operations and financial condition.

Collateral provided in favour of the Group may not be sufficient to cover any losses and certain
security interests may not be legally enforceable in Kuwait

The estimated fair value of the collateral which the Group held against its gross past due or impaired loans,
advances and Islamic financing to customers as at 31 December 2018 was KD 115 million. Collateral held
as security against impaired loans primarily relates to real estate and securities. Where the collateral is
enforced and the value realised exceeds the outstanding debt owed to the Group, the excess is returned to
the customer concerned and is not available for offset against other loans. Reflecting this fact and the fact
that at the time when enforcement is required collateral values may be adversely affected, particularly if,
for example, the enforcement results from a period of significant adverse economic conditions, there is no
assurance that the value of the Group's collateral will be sufficient to cover all defaulting loans, and any



losses recorded in such case, to the extent they have not already been provided for, will be recorded as a
charge to the Group's income statement.

The practice of pledging assets (such as securities portfolios and real estate assets) to obtain a bank loan is
subject to certain limitations and administrative restrictions under Kuwaiti law. In particular, such security
may not be enforced without a court order. As a result, security over certain pledged assets may not be
enforced in Kuwaiti courts. Accordingly, the Group may have difficulty foreclosing on collateral (including
any real estate collateral) or enforcing guarantees or other third party credit support arrangements when
debtors default on their loans.

In addition, even if such security interests are enforceable in Kuwaiti courts, the time and costs associated
with enforcing security interests in Kuwait may make it uneconomic for the Group to pursue such
proceedings, adversely affecting the Group's ability to recover its loan losses. As at 30 September 2019, the
Group had loans, advances and Islamic financing to customers (net of provisions) totalling KD 16,359
million (as at 31 December 2018: KD 15,503 million). For each of 2018, 2017 and 2016, respectively,
approximately 49 per cent. of the Group's loans, advances and Islamic financing to customers portfolio
(excluding retail and net of provisions) was secured by collateral, primarily comprising cash, shares and real
estate collateral.

The Group typically requires additional collateral in the form of cash and/or other assets in situations where
the Group may not be able to exercise rights over pledged shares or where it enters into guarantees or other
third party credit support arrangements for loans made to individuals and corporations. Any decline in the
value or liquidity of such collateral may prevent the Group from foreclosing on such collateral for its full
value or at all in the event that a borrower becomes insolvent and enters bankruptcy, and could thereby
adversely affect the Group's ability to recover the full amounts advanced to the borrower.

The occurrence of any of the foregoing could have a material adverse effect on the Group's business, results
of operations and financial condition.

The Group could be adversely affected by the soundness or the perceived soundness of other
financial institutions and counterparties

The Group is subject to the risk of deterioration in the commercial and financial soundness, or perceived
soundness, of other financial institutions. This risk is particularly relevant to the Group since banks and other
financial institutions represented 31.9 per cent. of the Group's maximum exposure to credit risk as at 31
December 2018.

Within the financial services industry, the default of any one institution could lead to significant losses, and
potentially defaults, by other institutions. As was experienced in 2008 and 2009, concerns about, or a default
by, one institution could also lead to significant liquidity problems, losses or defaults by other institutions,
because the commercial and financial soundness of many financial institutions is closely related as a result
of their credit, trading, clearing or other relationships. Even the perceived lack of creditworthiness of, or
questions about, a particular counterparty may lead to market-wide liquidity problems and losses or defaults
by the Group or other institutions. This risk, often referred to as "systemic risk", may also adversely affect
other financial intermediaries, such as clearing agencies, clearing houses, securities firms and exchanges,
with whom the Group interacts on a daily basis. Systemic risk, should it materialise, could have a material
adverse effect on the Group's ability to raise new funding and on its business, financial condition and results
of operations.

Liquidity risks

The Group's cash flow from its operations may not be sufficient at all times to meet its contractual
and contingent payment obligations

If the Group's cash flow from its operations is not sufficient to meet its short- and medium-term contractual
and contingent payment obligations coming due, it could experience liquidity issues. Such liquidity issues
could occur if the Group's available liquidity is not sufficient to enable it to service its debt, fulfil loan
commitments or meet other on-or off-balance sheet payment obligations on specific dates, even if the Group
continues to receive new deposits from customers, proceeds from new financings or its future revenue
streams. Such liquidity issues could also arise if there is an unexpected outflow of customer deposits, if there



is a material decline in the value of the Group's liquid securities portfolio or if the Group is unable to secure
short-term funding at commercially acceptable rates to bridge this funding gap.

As at 30 September 2019, the Group had cash and short term funds of KD 3,580 million (as at 31 December
2018: KD 2,967 million) and a liquid asset ratio (defined as the sum of cash and short term funds, CBK
bonds, Kuwait Government treasury bonds, deposits with banks and investment securities excluding those
at amortised cost, divided by total assets) of 36.2 per cent. (as at 31 December 2018: 35.9 per cent.). See
"Selected Statistical Data—Maturity profile" for further detail on the Group's funding profile as at 30
September 2019 and 31 December 2018, 2017 and 2016.

The Group is subject to the Basel 111 Liquidity Coverage Ratio ("LCR") as adopted by the CBK. The LCR
is a metric introduced by the Basel Committee on Banking Supervision as part of the Basel 11 criteria to
measure a bank's ability to manage a sustained outflow of customer funds in a liquidity stress event over a
30-day period. The ratio is calculated by taking a financial institution's stock of high quality liquid assets
("HQLASs") — which include low-risk, highly marketable asset classes, designed to provide significant
sources of liquidity in such a stress scenario — and dividing it by its projected net cash outflows over the
immediately following 30-day period. The LCR requires that banks have sufficient HQLASs in their liquidity
buffer to cover the difference between expected cash outflows and expected capped cash inflows over a 30-
day stressed period. Basel 111 requires that the minimum value of the ratio is 100 per cent. (i.e., an institution's
stock of HQLAs should at least equal total net cash outflows). The CBK introduced the LCR in a phased
manner, setting benchmarks of 70 per cent. in 2016, 80 per cent. in 2017, 90 per cent. in 2018 and 100 per
cent. from 2019. Kuwaiti banks are required to submit, along with existing liquidity reports, their LCR
reports on a monthly basis (including daily figures for the month) for monitoring purposes as well as LCRs
by major currency. As at 30 September 2019, the Group held a portfolio of HQLAS valued at KD 5,448
million and had an LCR ratio of 144.6 per cent. (as at 31 December 2018: HQLAs valued at KD 5,596
million and an LCR ratio of 163.0 per cent.).

The Group's requirement to comply with the LCR and the associated requirement to maintain a significant
buffer of HQLASs may affect the Group funding structure causing more dependency on funding from non-
financial sources and longer-term deposits. Moreover, the inherent cost of maintaining a HQLA portfolio
of sufficient size and quality to cover regulatory outflow assumptions embedded in the LCR may adversely
impact the return on assets. Additionally, the inherent costs associated with LCR compliance may place the
Group at a competitive disadvantage to its peer financial institutions, based in other GCC states that have
yet to fully implement Basel IlI.

The Group is also subject to the Basel 111 Net Stable Funding Ratio ("NSFR") as adopted by the CBK. The
NSFR is a metric introduced by the Basel Committee on Banking Supervision as part of the Basel 111 criteria
to measure a bank's ability to maintain a stable funding profile in relation to the composition of its assets
and off-balance sheet activities. A sustainable funding structure is intended to reduce the likelihood that
disruptions to a bank's regular sources of funding will erode its liquidity position in a way that would
increase the risk of its failure and potentially lead to broader systemic stress. The NSFR limits overreliance
on short-term wholesale funding, encourages better assessment of funding risk across all on- and off-
balance sheet items, and promotes funding stability. The NSFR is defined as the amount of available stable
funding ("ASF") relative to the amount of required stable funding ("RSF"). ASF is defined as the portion
of capital and liabilities expected to be reliable over the time horizon considered by the NSFR, which extends
to one year. RSF is defined as the portion of assets and off-balance sheet exposures expected to be funded
on an ongoing basis over a one-year horizon. The amount of the stable funding required of a specific
institution is a function of the liquidity characteristics and residual maturities of the various assets held by
that institution as well as those of its off-balance sheet exposures. Basel I11 requires that the minimum value
of the ratio is 100 per cent. (i.e., ASF divided by RSF must be greater than or equal to 100 per cent.) from
2016. Kuwaiti banks are required to submit, along with existing liquidity reports, their NSFR reports on a
monthly basis (including a daily report for the month) for monitoring purpose. As at 30 September 2019, the
Group had an NSFR ratio of 111.1 per cent. (as at 31 December 2018: NSFR ratio of 112.6 per cent.).

The Group's requirement to comply with the NSFR and the associated requirement to maintain a significant
buffer of stable funding may result in a shift in the Group's liabilities structure. Accordingly, the Group
would depend even less on funding from financial institutions in favour of funding from the core business
areas such as consumer and non-financial wholesale clients. Such a shift could adversely impact the Group's
funding cost given the inherent cost associated with attracting funding from customer deposits, especially



long-term deposits. The systemic need to adhere to regulatory ratios increases competition among banks to
attract such deposits. The NSFR, like LCR, also places reliance on HQLA.

If, as a result of insufficient liquidity, the Group defaults on any contractual or contingent payment
obligation, such default would have a material adverse effect on its business, results of operations and
financial condition.

The Group relies on short-term demand and time deposits as a major source of funding but primarily
has medium- and long-term assets, which may result in asset-liability maturity gaps and this risk is
increased by significant concentrations in the Group's customer deposit portfolio

The Group is exposed to liquidity risk as a result of mismatches in maturity dates of assets and liabilities. In
common with other banks in Kuwait, many of the Group's liabilities are short-term demand and time
deposits, whereas its assets are generally medium to long-term loans. Mismatches between the Group's
maturities of assets and liabilities could arise if the Group is incapable of obtaining new deposits or
alternative sources of finance or the cost of obtaining them becomes prohibitive.

Although the Group has accessed wholesale funding, through international financial markets, in order to
diversify and increase the maturity of its funding sources, such borrowings have not eliminated the Group's
asset-liability maturity gaps. As at 30 September 2019, 81.2 per cent. of the Group's funding (which
comprises total liabilities and equity) had remaining maturities of one year or less or were payable on
demand (as at 31 December 2018, 82.2 per cent.). See "Selected Statistical Data—Maturity profile".

The Group's customer deposits amounted to KD 15,787 million, or 63.2 per cent. of its total liabilities, as at
30 September 2019 (as at 31 December 2018: KD 14,389 million, or 60.6 per cent. of its total liabilities).
Deposits from the Kuwaiti government and its related agencies accounted for approximately 20 per cent. to
30 per cent. of the Group's total funding in the period between 1 January 2016 and 30 September 2019. In
terms of liabilities, the Group's 20 largest customer deposits constituted 27 per cent. of its total customer
deposits as at 30 September 2019 (as at 31 December 2018: 28 per cent. of total customer deposits).

As at 31 December 2018, 79.3 per cent. of the Group's deposits had maturities of less than three months or
were repayable on demand although, as is typical in the Kuwaiti banking industry, these deposits have
generally proved to be sticky in nature and a stable source of funding based on historical behaviour analysis.
Nevertheless, they are effectively repayable on demand or very short notice.

The availability of deposits is subject to fluctuation due to factors outside the Group's control, including
possible loss of confidence and competitive pressures, and this could result in a significant outflow of
deposits within a short period of time or may cause the Group to increase the return paid on its deposits to
ensure that it retains sufficient deposits. The Group may also experience outflows of deposits at times when
liquidity is constrained generally in Kuwait and the MENA Region or when its major depositors experience
short- or longer-term liquidity requirements. Particularly if international oil and gas prices fall significantly,
the Group's large depositors (including the government and quasi-governmental depositors) may start to
withdraw part or even all of their deposits with it. If a substantial portion of the Group's depositors, or any
of its large depositors, withdraw their demand deposits or do not roll over their time deposits upon maturity,
or the Group fails to refinance some of its large short- to medium-term borrowings, the Group may need to
access more expensive sources to meet its funding requirements. No assurance can be given that the Group
will be able to obtain additional funding on commercially reasonable terms as and when required, or at all.
The Group's inability to refinance or replace such deposits with alternative funding could materially
adversely affect the Group's liquidity, business, results of operations and financial condition and, in extreme
cases, could, potentially, result in its insolvency.

The Group has significant off-balance sheet credit-related commitments that may lead to potential losses

As part of its normal banking business, the Group issues irrevocable commitments to extend credit,
guarantees, letters of credit and acceptances. All of these are accounted for off-balance sheet until such
time as they are actually funded or cancelled. Although these commitments are contingent they,
nonetheless, subject the Group to related credit, liquidity and market risks. As at 31 December 2018,
the Group had KD 5,004 million in contingent liabilities and irrevocable commitments to extend credit
outstanding, equal to 24.4 per cent. of its combined loans, advances and Islamic financing to customers and
contingent liabilities and commitments.



Although the Group anticipates that not all of its obligations in respect of these commitments will be
triggered and funds itself accordingly, it may have to make payments in respect of a substantial portion of
such commitments, particularly in cases where there has been a general deterioration in market conditions.
This would result in the Group needing to obtain additional funding, potentially at relatively short notice,
which may not be readily available or may be significantly more expensive, which would reduce the Group's
margins and adversely impact its operating income and profitability.

A negative change in the Bank's credit rating could limit its ability to raise funding and may increase
its borrowing costs

The Bank has an issuer credit rating of A+ with stable outlook from S&P, a long-term bank deposits rating
of Aa3 with stable outlook from Moody's and a long-term foreign currency issuer default rating of AA- with
stable outlook from Fitch. These ratings, which are intended to measure the Bank's ability to meet its debt
obligations as they mature, are an important factor in determining the Bank's cost of borrowing funds.

There is no assurance that the Bank's ratings will remain in effect for any given period of time or that the
ratings will not be lowered or withdrawn entirely if circumstances in the future so warrant. A downgrade of
the Bank's credit ratings, or a negative change in their outlook, may:

. limit the Bank's or any member of the Group's ability to raise funding;
. increase the Bank's or any member of the Group's cost of borrowing; and
. limit the Bank's or any member of the Group's ability to raise capital,

each of which could adversely affect its business, financial condition and results of operations. Moreover,
actual or anticipated changes in the Bank's credit rating may affect the market value of the Capital Securities.

According to each of Moody's, S&P and Fitch, a significant factor underpinning the Bank's ratings is their
assessment of support for the Bank from the Kuwaiti authorities. In addition, S&P also noted that a negative
change in the sovereign ratings of Kuwait would trigger a reduction in the Bank's ratings. See "—Risks
Relating to the Region in which the Bank Principally Operates—The Kuwaiti government is under no
obligation to support the Group" below.

A rating is not a recommendation to buy, sell or hold securities and may be subject to revision, suspension
or withdrawal at any time by the assigning rating organisation. Ratings may not reflect the potential impact
of all risks related to structure, market, the risk factors discussed in this section and others that may affect
the value of the Capital Securities.

Market risks

Changes in interest rate levels may affect the Group's net interest margins and borrowing costs, and
the value of assets sensitive to interest rates and spread changes may be adversely affected

The Group's operations are affected by, among other things, fluctuations in interest rates. In particular, the
Group's activities depend on the Group's interest rate risk management, as well as the connections between
market rates and interest margins. The result on interest achieved by the Group largely depends on the level
of the Group's interest-bearing assets and liabilities, as well as the average interest rate on interest-bearing
assets and liabilities.

Interest rates are sensitive to many factors beyond the Group's control, including the policies of central banks,
such as the CBK and the U.S. Federal Reserve, political factors and domestic and international economic
conditions. For example, since 1 January 2016 the CBK raised its discount interest rate four times, from 2.0
per cent. to 3.0 per cent., with the last increase being in March 2018. The CBK then cut its discount interest
rate from 3.0 per cent. to 2.75 per cent. in October 2019. Over the same period, the U.S. Federal Reserve
increased its interest rate eight times from 0.5 per cent. to 2.5 per cent. in December 2018, although the U.S
Federal Reserve has cut its interest rate three times in 2019, most recently to 1.75 per cent. in October 2019.



If interbank reference rates rise, the interest payable on the Group's floating rate borrowings, which are
denominated in Kuwaiti dinar, increases. The Group's marginal cost of funding may increase as a result of a
variety of factors, including deterioration of conditions in the financial markets or loss of confidence by and
between financial institutions. If the Group fails to pass on any increases in funding cost to its customers in
a timely manner or at all due to market, competitive or other conditions, it could have a material adverse
effect on its business, results of operations and financial condition. Given the repricing characteristics of the
Group's balance sheet, the Group is generally exposed in a falling interest rate scenario.

In the case of certain retail loans denominated in Kuwaiti dinar, the Bank is exposed to some interest rate
risk, since interest rates on those loans are not re-priced for the first five years and then the subsequent
permitted adjustments are restricted in amount.

Any shortage of liquidity in markets that are sources of funding for the Group could contribute to an increase
in the Group's marginal borrowing costs. Similarly, any increase in interbank reference rates could also affect
the value of certain assets that are subject to changes in applicable interest rates. The Group's interest rate
sensitivity position as at 31 December 2018, 2017 and 2016 was based on contractual re-pricing
arrangements and is set out elsewhere in this Prospectus — see "Risk Management—Principal Risks—Market
risk—Interest rate risk".

The Group may experience challenges with the transition to alternative benchmark rates following the
cessation of LIBOR in 2021

The evolving developments surrounding the cessation of LIBOR quotations for various major currencies and
the consequent adoption of alternative benchmark rates will impact the Bank's financial products which use
LIBOR as the reference rate. The Bank believes that the main challenges to the transition will lie in dealing
with the significant changes to documentation, valuation, models/infrastructure and operational processes,
as well as the effects on legal, tax and accounting rules. The Bank is monitoring the developments closely
and is preparing transitional arrangements, including the introduction of ‘fall back clauses' and aligning to
recommendations from global bodies.

Changes in equity and debt securities prices may affect the values of the Group's investment portfolios

The Group holds investment securities (both equity and fixed income). A significant proportion of these
investments are held at fair value through other comprehensive income and a small proportion are
held at fair value through the statement of income. As a result, changes in the fair value of these
securities from period to period are recorded in the Group's statement of comprehensive income or
statement of income, as the case may be, and these changes can be material.

Any changes in the fair value of these securities, for example as a result of changing equity prices where
the securities are quoted on an active market, has an impact on the Group's equity — see "Risk
Management—Principal Risks—Market risk—Equity price risk", which illustrates the Group's sensitivity to
a 5 per cent. increase in relevant market indices as at 31 December 2018, 2017 and 2016. In addition, the
Group's income from securities operations depends on numerous factors beyond its control, such as overall
market trading activity, interest rate levels, fluctuations in currency exchange rates and general market
volatility. The Group cannot predict the amount of realised or unrealised gain or loss for any future period,
and variations from period to period, which may be significant, are not indicative of future performance.
Gains on the Group's investment portfolio may not continue to contribute to net income at levels
consistent with those from recent periods or at all.

The Group's financial condition and results of operations could be adversely affected by foreign
exchange risks

As a financial intermediary, the Group is exposed to foreign exchange rate risk. This risk includes
the possibility that the value of a foreign currency asset or liability will change due to changes in
currency exchange rates as well as the possibility that the Group may have to close out any open position
in a foreign currency at a loss due to an adverse movement in exchange rates. The Group attempts to match
the currencies of its assets and liabilities and any open currency position is maintained within the limits
set by the CBK. However, where the Group is not so hedged, it is exposed to fluctuations in foreign
exchange rates and any such hedging activity may not, in all cases, protect the Group against such risks.
See "Risk Management— Principal Risks—Market risk—Foreign exchange risk", which illustrates the



Group's sensitivity to a 5 per cent. strengthening in the exchange rate of a number of different currencies
against the Kuwaiti dinar as at 31 December 2018, 2017 and 2016. As at 31 December 2018, 31 per cent.
of the Group's gross loan portfolio was denominated in currencies other than Kuwaiti dinar (namely, in
order of largest exposure, U.S. dollars, Egyptian pounds, pounds sterling and other currencies).

The Group's derivative transactions, which are designed to hedge its exposures to foreign exchange rate
and interest rate risks, may not always be effective, may give rise to significant losses and do not protect
the Group against all risks associated with foreign exchange rate and interest rate movements

The Group enters into derivative transactions, such as interest rate swaps and forward foreign exchange
contracts, both to manage its own interest rate risk on its interest bearing assets and liabilities and its foreign
currency open positions and cash flows and to provide interest rate and foreign exchange rate solutions to its
customers. These derivative contracts had a notional value of KD 6,027 million as at 30 September 2019 (as
at 31 December 2018: KD 5,212 million) and the Group's derivatives portfolio had a net negative fair value
of KD 109 million as at 30 September 2019 (as at 31 December 2018: net positive fair value of KD 17
million). There is no assurance that the Group's derivative contracts will be successful in mitigating its
interest rate and foreign exchange exposures or that the Group will not experience significant losses on its
derivatives contracts from time to time.

Adverse movements in interest and foreign exchange rates may also adversely impact the revenues and
financial condition of the Group's depositors and borrowers which, in turn, may impact the Group's deposit
base and the quality of its exposures to certain borrowers.

Ultimately, there can be no assurance that the Group will be able to protect itself from any adverse effects of
a currency revaluation or future volatility in interest rate or currency exchange rates, which could have a
material adverse effect on its business, financial condition and results of operations.

Operational risks

The Group's risk management policies and procedures may not be effective in all circumstances and
may leave it exposed to unidentified or unanticipated risks, which could result in material losses

In the course of its business activities, the Group is exposed to a variety of risks, the most significant of
which are credit risk, market risk, liquidity risk and operational risk. See "Risk Management". Investors
should note that any failure to adequately control these risks could result in material adverse effects
on the Group's business, results of operations and financial condition, as well as its general reputation in
the market.

There can be no assurance that the Group's risk management and internal control policies and procedures
will adequately control, or protect it against, all credit, liquidity, market, operational and other risks. In
addition, certain risks may not be accurately quantified by the Group's risk management systems. Some of
the Group's methods of managing risk are based upon the use of historical market data which, as
evidenced by events caused by the global financial crisis and global macroeconomic volatility in more
recent times, may not always accurately predict future risk exposures which could be significantly greater
than historical measures indicate. In addition, certain risks could be greater than the Group's empirical data
would otherwise indicate.

Other risk management methods depend upon evaluation of information regarding the markets in which
the Group operates, its clients or other matters that are publicly available or information otherwise accessible
to it. This information may not be accurate, complete, up-to-date or properly evaluated in all cases. Any
material deficiency in the Group's risk management or other internal control policies or procedures may
expose it to significant credit, liquidity, market or operational risk, which may in turn have a material
adverse effect on its business, financial condition and results of operations.

The Group's risk management and internal control capabilities are also limited by the information tools and
technologies available to it. Any material deficiency in the Group's risk management or other internal
control policies or procedures may expose it to significant credit, liquidity, market or operational risk,
which may in turn have a material adverse effect on the Group's business, results of operations and
financial condition.
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The Group may not be able to recruit and retain qualified and experienced personnel, which could have
an adverse effect on its business and its ability to implement its strategy

The Group's ability to maintain and grow its business will depend, in part, on its ability to continue to
recruit and retain qualified and experienced banking and management personnel. The Group is
likely to face challenges in recruiting qualified personnel to manage its business. In common with other
banks in the GCC, the Group experiences a shortage of qualified employees residing in Kuwait, which
requires it to recruit from outside Kuwait. In addition, even after hiring its employees, the Group has faced
challenges in retaining such employees due to the continued recruitment efforts of its competitors.

In recent years, the Kuwaiti government has made a number of announcements regarding its intention
to encourage a better balance of Kuwaitis and non-Kuwaiti nationals in the private sector workforce. This
process, known as "Kuwaitisation", involves the establishment of suggested ratios for the numbers of
Kuwaiti nationals that should be employed by respective industries, with the government's recommended
policy for financial institutions being that 70 per cent. of a bank's total personnel should consist of Kuwaiti
nationals. The Bank's Kuwaitisation level as at 31 December 2018 was 65 per cent. If the Group is not
able to meet or exceed the Kuwaiti government's minimum threshold for Kuwaiti employees, it may
be subject to certain penalties, including an exclusion from participation in certain Kuwaiti government-
related tender processes, the imposition of fines by the Ministry of Social Affairs or the imposition of
administrative or corrective action by the CBK and other governmental authorities.

The Group depends on the efforts, skill, reputation and experience of its senior management, as well
as synergies among their diverse fields of expertise and knowledge. The loss of key personnel could
delay or prevent the Group from implementing its strategies. The Group is also not insured against losses
that may be incurred in the event of the loss of any member of its key personnel.

While the Group believes that it has effective staff recruitment, training and incentive programmes in
place, its failure to recruit, train and/or retain necessary personnel, its inability to dismiss certain
employees or the shortage of qualified Kuwaiti nationals or other nationals prepared to relocate to
Kuwait, could have a material adverse effect on its business, results of operations and financial condition.

The Group is exposed to risk of loss as a result of employee misrepresentation, misconduct and
improper practice

The Group's employees could engage in misrepresentation, misconduct or improper practice that could
expose the Group to direct and indirect financial loss and damage to its reputation. Such practices may
include embezzling clients' funds, engaging in corrupt or illegal practices to originate further business,
intentionally or inadvertently releasing confidential information about clients or failing to follow internal
procedures. It is not always possible to detect or deter employee misconduct, and the precautions the Group
takes to detect and prevent misconduct may not be effective in all cases. There can be no assurance that
measures undertaken to combat employee misconduct will be successful. Such actions by employees could
expose the Group to financial losses resulting from the need to reimburse clients, co-investors or other
business partners who suffered loss or as a result of fines or other regulatory sanctions, and could damage
the Group's reputation, which would in turn materially adversely affect the Group's business, results of
operations and financial condition.

The Group's business may be adversely affected if there is any disturbance to its operational systems
or a loss of business continuity

The Group operates in businesses that are highly dependent on information systems and technologies and
relies heavily on its financial, accounting and other data processing systems. For example, the Group
depends on its systems to process a large number of transactions on an accurate and timely basis and to
store and process substantially all of the Group's business and operating data and the proper functioning of
the Group's financial control, risk management, credit analysis and reporting, accounting, customer service
and other systems, as well as the communication networks between its branches and main data processing
centres, are critical to its business and its ability to compete effectively. If any of these systems do not
operate properly or are disabled, the Group could suffer financial loss, a disruption of its business, liability
to clients, regulatory intervention and reputational damage.
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In addition, the Group's current information systems and technologies may not continue to be able to
accommodate the Group's growth unless the Group continues to invest in upgrading its operational
systems, for example the Group has recently implemented a new data centre on Tier 2 model (Uptime
Institute) as well as several systems on an Active — Active resilience model in the new data centre. Any
failure by the Group to accommodate growth, or an increase in costs related to its information systems,
would have a material adverse effect on the Group's business. The cost of improving or upgrading the
Group's information systems and technologies may be substantial and the cost of maintaining such systems
is likely to increase from its current level.

The Group's business operations and business processes are also vulnerable to damage or interruption
from fires, floods, extreme weather, power loss, bomb threats, explosions or other forms of terrorist
activity and other natural and man-made disasters or other extreme events. These systems may also
be subject to criminal damage, vandalism, theft and similar wrongdoing, see further "—The Group's
business is dependent on its information and technology systems which are subject to potential cyber-
attack" below. If there is a disaster or other disruption and the Group's disaster recovery plans are found
to be inadequate for any reason (including, for instance, due to the Group's geographically concentrated
operations), there could be an adverse impact on the Group's business, results of operations and financial
condition.

If any of the foregoing were to occur, it could materially adversely affect the Group's businesses, results
of operations and financial condition.

The Group's business is dependent on its information and technology systems which are subject to
potential cyber-attack

In common with other financial institutions based in the GCC and elsewhere in the world, the threat to
the security of the Group's information and customer data from cyber-attacks is real and continues to
grow at pace. Activists, rogue States and cyber criminals are among those targeting computer systems
around the world. Risks to technology and cyber-security change rapidly and require continued focus
and investment. Given the increasing sophistication and scope of potential cyber-attack, it is possible that
future attacks may lead to significant breaches of security. Failure to adequately manage cyber-security
risk and continually review and update current processes in response to new threats could disrupt
the Group's business, result in the disclosure of confidential information, create significant financial
and/or legal exposure and damage the Group's reputation and/or brands, which could have a material
adverse effect on the Group's business, results of operations and financial condition.

Future events may be different from those reflected in the management assumptions and estimates used
in the preparation of the Group's financial statements, which may cause unexpected losses in the future

Accounting policies and methods are fundamental to how the Group records and reports its financial
condition and results of operations. Pursuant to IFRS rules and interpretations in effect as at the date of this
Prospectus, the Group is required to make certain estimates in preparing its financial statements, including
accounting estimates to determine loan loss reserves and the fair value of certain assets and liabilities, among
other items.

Management has identified the most significant judgments and estimates made by it in "Management's
Discussion and Analysis of Financial Condition and Results of Operations”. These judgments and estimates
include, for example, the determination of when certain assets (such as goodwill and investment in
associates) may be impaired, the classification of financial assets, the determination of estimated credit losses
and fair values of assets and liabilities.

A variety of factors could affect the ultimate value that is obtained either when earning income, recognising
an expense, recovering an asset or reducing a liability. The Group has established policies and control
procedures that are intended to ensure that its significant accounting estimates and judgments are well
controlled and applied consistently. In addition, the policies and procedures are intended to ensure that the
process for changing methodologies occurs in an appropriate manner. However, due to the uncertainty
surrounding the Group's judgments and the estimates pertaining to these matters, the Group cannot guarantee
that it will not be required to make changes in accounting estimates or restate prior period financial statements
in the future. Should the estimated values for such items prove substantially different to actual values,
particularly because of significant and unexpected market movements, or if the methods by which such
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values were determined are revised in future IFRS rules or interpretations, the Group may experience
unexpected losses.

Regulatory risks

The Group is subject to extensive regulation and changes in applicable laws or regulations, the
interpretation and enforcement of such laws or regulations, or any failure by the Group to comply
with these laws and regulations could have a material adverse effect on the Group

The Group is subject to a number of prudential and regulatory controls designed to maintain the safety and
soundness of banks, ensure their compliance with economic, social and other objectives and limit their
exposure to risk. These controls include liquidity regulations, Basel 11l capital adequacy and leverage
regulations, credit risk regulations, concentration risk regulations and interest cap regulations, see "Banking
Industry and Regulation in Kuwait". These controls include laws and regulations promulgated by the CBK,
the Kuwait Capital Markets Authority (the "CMA™) and the Boursa Kuwait, as well as the laws and
regulations of the other countries in which the Group operates, including the United States, the United
Kingdom, France, Switzerland, Lebanon, the Cayman Islands, Iraq, Saudi Arabia and Egypt.

Any of these or the other regulations to which the Group is subject may limit its ability to increase its loan
portfolio or raise capital or may increase its cost of doing business. Any future changes in laws or in CBK
and other applicable regulations or policy and/or the manner in which they are interpreted or enforced may
affect the Group's reserves, revenues and performance and may have a material adverse effect on the Group's
business, results of operations and financial condition.

Furthermore, the Group's ability to satisfy minimum capital adequacy requirements may be adversely
impacted by many factors, including, among other things: (i) an increase in risk-weighted assets at the Bank;
(ii) an increase in credit risk, credit losses or impairment allowances; (iii) an inability to obtain capital; (iv)
the results of the Bank's activities; (v) a decline in the value of the Bank's securities portfolio; (vi) any
inaccurate estimates adopted by the Bank regarding the amount of capital required to cover operating risk;
(vii) changes in accounting principles or recommendations related to the calculation of the capital adequacy
ratio of banks; (viii) fluctuations in exchange rates which influence the value of foreign currency
denominated assets; (ix) changes in interest rates; and (x) changes in regulations or in the methods by which
the regulatory authorities, including the CBK, apply capital adequacy regulations. Any non-compliance with
applicable regulatory guidelines could expose the Group to potential liabilities and fines. In addition, the
potential adoption by the CBK (and the implementation phase) of the final standards published by the Basel
Committee, including the revised standardised approach for credit risk and for market and operational risks
and others, may have adverse impact on the Group's ability to satisfy minimum capital adequacy
requirements.

If the Group fails to comply with applicable anti-money laundering, anti-terrorism financing,
sanctions and other related regulations, it could face fines and damage to its reputation

In order to carry out and expand its businesses, it is necessary for the Group to maintain or obtain a variety
of licences, permits, approvals and consents from various regulatory, legal, administrative, tax and other
governmental authorities and agencies. The processes for obtaining these licences, permits, approvals and
consents are often lengthy, complex, unpredictable and costly. If the Group is unable to maintain or obtain
the relevant licences, permits, approvals and consents, its ability to achieve its strategic objectives could be
impaired.

The Group is also required to comply with applicable know your customer, anti-money laundering and
counter-terrorism financing laws and regulations in Kuwait and other jurisdictions where it operates,
including those related to countries subject to sanctions by the United States Office of Foreign Assets
Control, similar regulations of the European Union (the "EU") and other jurisdictions, and applicable anti-
corruption laws in the jurisdictions in which it conducts business. To the extent that the Group fails or is
perceived to fail to comply with these and other applicable laws and regulations, its reputation could be
materially damaged and it could be subject to fines or other monetary penalties, with consequent adverse
effects on its business, financial condition and results of operations.
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RISKS RELATING TO THE REGION IN WHICH THE BANK PRINCIPALLY OPERATES

Kuwait's economy and government revenues are significantly impacted by, and are dependent
upon, international oil prices

The oil sector is the principal contributor to Kuwait's economy and oil revenues account for the majority of
the Kuwaiti government's total revenues and export earnings. According to the CSB, the oil sector accounted
for 50.8 per cent., 53.2 per cent. and 52.6 per cent. of Kuwait's real gross value added in 2015, 2016
and 2017, respectively. The oil sector continues to be the main contributor to Kuwait's annual revenues,
accounting for 89.6 per cent. of total government revenues for the fiscal year ended 31 March 2019,
according to the Ministry of Finance. Accordingly, Kuwait's economy is significantly impacted by, and is
dependent upon, international oil prices.

For example and based on statistics published by the CSB, Kuwait's nominal GDP fell by 25.5 per cent. in
2015 and by 4.1 per cent. in 2016 before growing by 9.7 per cent. in 2017 whilst its real GDP grew by 0.6
per cent. in 2015 and by 2.9 per cent in 2016, but fell by 3.5 per cent. in 2017. Kuwait's current account
balance was also impacted, recording a deficit of KD 1.5 billion in 2016 before recovering to surpluses of
KD 2.9 billion in 2017 and KD 6.1 billion in 2018, according to the CBK. The Kuwaiti government also
recorded fiscal deficits in each fiscal year from and including 2016/16 to and including 2018/19, according
to the Ministry of Finance. The official Kuwaiti budget for 2019/2020 projects a deficit of KD 6.7 billion,
although this is based upon a conservative oil price assumption of U.S.$55 per barrel.

The impact on Kuwait's economy of prevailing low oil prices between mid-2014 and the end of 2016
also negatively impacted economic sectors which are, in part, dependent on the success of the oil and gas
sector. For example, the Kuwaiti government reduced government expenditure in each of 2015 and 2016 in
light of the budgetary pressures caused by low or falling oil prices. The Kuwaiti government also took steps
to rationalise its subsidy framework, fully removing kerosene and diesel subsidies in January 2015,
introducing new electricity and water tariff structures to reduce the related subsidies and partially removing
gasoline subsidies in September 2016. In addition, ancillary industrial activities related to oil and gas
exploration and production are also negatively affected by low oil pricesand sectors that are dependent
on government consumption may be adversely affected by lower levels of economic activity that may
result from lower government revenue from oil and gas production. Additionally, although the CBK
has the ability to adjust the components of the Kuwaiti Dinar Basket against which the Kuwaiti dinar is
pegged, there can be no assurance that the CBK will maintain the Kuwaiti Dinar Basket at its current
level, which could lead to higher inflation and negatively affect confidence in the Kuwaiti economy.

In general, international prices for crude oil are affected by many factors over which the Group has no
control, including:

. economic and political developments in oil producing regions, particularly in the Middle East
(see "—Kuwait is located in a region that has been subject to ongoing political and security
concerns" below) as well as globally;

. global and regional supply and demand, and expectations regarding future supply and demand,
for oil products, including the price and availability of new technologies such as renewable
energy and unconventional oil and gas extraction methods;

. the ability of members of OPEC and other crude oil producing nations to agree upon and
maintain specified global production levels and prices;

. the impact of local and international environmental regulations designed to reduce carbon
emissions and/or climate change;

. other actions taken by major crude oil producing or consuming countries; and the attitude and
sentiments of and actions by consumers generally globally towards products derived from or
based on oil;

. prices and availability of alternative fuels as well as prices and availability of new technologies

using alternative fuels; and
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. global weather and environmental conditions.

There can be no assurance that these factors, in combination with others, will not result in a future decline
(which may be prolonged) in oil prices, which may have an adverse effect on the Kuwaiti economy which,
in turn, could have a material adverse effect on the Group's business, financial condition and results of
operations and thereby affect the Issuer's or the Bank's ability to perform its obligations in respect of the
Capital Securities.

Kuwait is located in a region that has been subject to ongoing political and security concerns

The majority of the Group's current operations and interests are located in Kuwait and the MENA region.
The Group's results of operations are, and will continue to be, generally affected by financial, economic and
political developments in or affecting Kuwait, the GCC and the wider MENA region and, in particular, by
the level of economic activity in these regions which, in turn, is affected by the prevailing level of global
crude oil prices. It is not possible to predict the occurrence of events or circumstances, such as war or
hostilities, or the impact of such occurrences, and no assurance can be given that the Group would be able to
sustain the operation of its business if adverse political events or circumstances were to occur. A general
downturn or instability in certain sectors of the Kuwaiti or the regional economy could have an adverse effect
on the Group's business, results of operations and financial condition.

Investors should also note that the Group's business and financial performance could be adversely affected
by political, economic or related developments both within and outside the Middle East because of
interrelationships within the global financial markets. In addition, the implementation by the Kuwaiti
government of restrictive fiscal or monetary policies or regulations, including changes with respect to interest
rates, new legal interpretations of existing regulations or the introduction of taxation or exchange controls
could have a material adverse effect on the Group's business, financial condition and results of operations
and thereby affect the Issuer's or the Bank's ability to perform its obligations in respect of any Capital
Securities.

Although Kuwait generally enjoys domestic political stability and healthy international relations, it is located
in a region that is strategically important and parts of this region have experienced regional geopolitical
instability. The 1990 invasion of Kuwait by Iragi forces and the subsequent United States led coalition to
remove Iraqi forces has had a lingering effect on Kuwait's perception in the region as a vulnerable country,
surrounded by aggressive neighbours, although full diplomatic relations with the Republic of Irag have since
been restored.

In recent years, there has been social and political unrest and/or armed conflict in a range of countries in the
MENA region, including the Arab Republic of Egypt, the People's Democratic Republic of Algeria, Libya,
the Kingdom of Bahrain, the Kingdom of Saudi Arabia, the Republic of Yemen, the Republic of Iraq, the
Syrian Arab Republic, Palestine, the Republic of Tunisia, the Sultanate of Oman and the Republic of Turkey,
including the multinational conflict with the Islamic State of Iraq and the Levant ("ISIL"), also known as
Daesh or ISIS. This unrest has ranged from public demonstrations to, in extreme cases, armed conflict, the
overthrow of existing leadership and governments and increased political uncertainty across the region.
Certain of these recent and ongoing conflicts are a continuation of the significant political and military
upheaval experienced since early 2011, commonly referred to as the "Arab Spring", which gave rise to
several instances of regime change and increased political uncertainty in the MENA region. These situations
have caused significant disruption to the economies of the affected countries and have had a destabilising
effect on international oil and gas prices.

Most recently, tensions in the Gulf region have increased following the seizure by Iran of a British tanker in
July 2019 and, more broadly, due to several incidents with oil tankers in the Strait of Hormuz and Gulf of
Oman. On 14 September 2019, the Abqaiq processing facility and the Kurais oil field in Saudi Arabia were
damaged to a significant extent in apparent drone attacks, which caused an immediate significant reduction
in the output of Saudi Aramco, Saudi Arabia's national oil company. It is unknown what, if any, response
will be made by Saudi Arabia and its allies to this incident, what form any response will take and what the
impact of such response will be. There can be no assurance that a similar incident could not occur elsewhere
in the Gulf region. Furthermore, there can be no assurance what impact this incident will have on global oil
prices.
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Furthermore, other world events could have an impact on the political and security situation in Kuwait and
the wider MENA region. On 20 January 2017, Donald J. Trump was inaugurated as the 45th President of the
United States ("President Trump"). Since the 1990 Gulf War, Kuwait and the United States have enjoyed
close economic and strategic ties. However, President Trump's foreign policy objectives, including trade,
immigration, military and economic support of historic partners, and the U.S. relationship with Iran, have
remained somewhat opaque making his stance towards a continuing relationship with Kuwait and the wider
region unclear. While President Trump has stated that he intends to pursue a non-interventionist agenda that
would increasingly focus U.S. investment on domestic matters, he has also advocated for expanding oil
drilling operations and pledged support of American troops being deployed in the region to confront ISIL
(Daesh). However, a shift in the relationship between Kuwait and the United States or changing U.S. political
priorities in the region could have a material adverse effect on Kuwait's economic, political or financial
condition. Any of the foregoing could have a material adverse effect on the Group's business, financial
condition and results of operations and thereby affect the Issuer's or the Bank's ability to perform its
obligations in respect of the Capital Securities.

The banking industry is competitive and the Group is exposed to significant competition in Kuwait

The Group faces high levels of competition for all of its products and services in Kuwait. In particular, the
Group competes with other domestic banks (both conventional and Islamic), in addition to the Kuwaiti
branches of non-Kuwaiti banks, and such competition may increase. See "Description of the Group—
Competition in Kuwait".

The Kuwaiti banking sector comprises five locally based conventional commercial banks and branches of
11 other non-Kuwaiti banks. In addition, a specialised bank, five banks operating according to the provisions
of Islamic Shari'a (one of which is a subsidiary of the Bank) and a branch of a Saudi Arabian bank are also
licensed to operate in Kuwait. While the domestic consumer banking sector is dominated by Kuwaiti banks
in terms of market share, particularly as a result of the relatively high barriers to entry for non-Kuwaiti banks,
in terms of local licensing requirements, access to KD liquidity and the need for a Kuwaiti branch network,
the Group faces greater competition from non-Kuwaiti banks in the domestic corporate and private banking
sector.

The Group believes that, in order to compete effectively, it will need to continue to upgrade its existing IT
capabilities and infrastructure, with a particular focus on automation and the need to move beyond
frameworks towards a greater array of capabilities at higher rates in the deployment of technology enabled
solutions.

In addition, the Group believes that the Bank's large size has been, to some extent, a constraint on its ability
to grow its loan book across different business groups as the size of its portfolio requires significantly more
effort to grow at a faster rate than smaller competitors in order to maintain the Bank's net market share.
Separately, there have been a number of recently announced and completed bank mergers affecting banks in
the GCC, particularly in the UAE. Should any future mergers involve one or more of the Bank's principal
competitors in Kuwait, the Bank could face significantly increased competition.

The competitive nature of the Kuwaiti banking market and any failure by the Group to continue to compete
successfully in Kuwait may adversely affect the Group's business, financial condition and results of
operations.

The Kuwaiti government is under no obligation to support the Group

Following the global financial crisis in 2007 and its impact on the Kuwaiti banking sector, the
Kuwaiti government initiated several plans to support its domestic banks. Although the Kuwaiti government
has in the past supported the domestic banking industry, there can be no assurance that it will
continue to provide support to the domestic banking industry in the future. The Capital Securities
are not guaranteed by the Kuwaiti government, any of the Bank's shareholders or any other party.

Tax changes in Kuwait may have an adverse effect on the Group
As at the date of this Prospectus, the Group is not currently subject to corporation tax on its earnings within

Kuwait and Kuwait does not impose value-added tax ("VAT") on the sale of goods and services. However,
investors should be aware that certain GCC states, not including Kuwait, have recently implemented VAT
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on goods and services as part of a GCC-wide VAT framework. Kuwait is not currently expected to
implement VAT before 2021. In addition, the Kuwaiti government is implementing fiscal reforms that may
include introducing a proposed 10 per cent. corporate income tax in the future.

It is possible that, once VAT is introduced in Kuwait, the Group's costs would increase and its future
profitability could be negatively affected. In addition, the proposed imposition of a tax on corporate earnings
that applied to the Group's operations in Kuwait would reduce its profits available for distribution to
shareholders through dividends.

Kuwait may introduce corporate income tax

The Group is not currently subject to corporation tax on its earnings within Kuwait. However, on 14 March
2016 the Kuwait Cabinet of Ministers approved plans to implement a corporate tax of 10 per cent. on the
annual profits of Kuwaiti incorporated entities (the "Proposed Corporate Income Tax"), which may be
applicable to the Group for future financial years. As at the date of this Prospectus, the Proposed Corporate
Income Tax does not have the force of law until such time as it has been ratified by the Kuwaiti Parliament,
signed by the Emir and published in the Official Gazette. It is currently uncertain as to whether the Proposed
Corporate Income Tax will be promulgated into law in the form in which it has been proposed by the Cabinet
of Ministers, or at all. If the Kuwaiti authorities impose new tax regimes on the Group (whether in the form
of the Proposed Corporate Income Tax or otherwise), or introduce any other changes in tax laws which make
doing business in Kuwait less attractive, this may have a material adverse effect on the Group's business,
results of operations, cash flows and financial condition.

The Kuwait legal system continues to develop and this may create an uncertain environment for
investment and business activity

Kuwait is in the process of developing governing institutions and legal and regulatory systems, which are
not yet as firmly established as they are in Western Europe and the United States. Kuwait (together with
other countries in the GCC region) has enacted measures to promote greater efficiency and certainty within
its legal and regulatory systems. Among those measures, Kuwait and countries within the GCC region have
assumed obligations under the General Agreement on Tariffs and Trade (the "GATT") (as administered by
the World Trade Organisation (the "WTQO")) and Kuwait has enacted legislation, inter alia, to extend foreign
ownership of businesses. However, Kuwait may experience changes in its economy and government policies
(including, without limitation, policies relating to the continued extension of the rights of foreign ownership
pursuant to Kuwait's GATT/WTO obligations) that may affect the rights of holders of the Capital Securities.

The legal system in Kuwait may not provide the same degree of protection or require the levels of disclosure
of information that would be the case in Western Europe or the United States. Any unexpected changes in
the legal systems in Kuwait may have a material adverse effect on the rights of holders of the Capital
Securities or the investments that the Group has made or may make in the future, which may in turn may
have a material adverse effect on the Group's business, financial condition and results of operations.

Investing in securities involving emerging markets countries, such as Kuwait, generally involves a
higher degree of risk than investments in securities of issuers from more developed countries

Investing in securities involving emerging markets countries, such as Kuwait, generally involves a higher
degree of risk than investments in securities of issuers from more developed countries. In the case of Kuwait,
these higher risks include those discussed in this section as well as higher volatility and limited liquidity in
its markets, a heightened risk of sudden changes in the legal, economic and political environment, instability
in neighbouring countries, a heightened risk of business dealings in jurisdictions with operating risks relating
to fraud, bribery and corruption and lack of adequate infrastructure necessary to accelerate economic growth.

In addition, there can be no assurance that the market for securities bearing emerging market risk, such as
the Capital Securities, will not be affected negatively by events elsewhere, especially in emerging markets.
International investors' reactions to events occurring in one emerging market country or region sometimes
appear to demonstrate a "contagion" effect, in which an entire region or class of investment consequently
becomes out of favour with such investors. If such a "contagion" effect were to occur, the trading price of
the Capital Securities could be adversely affected by negative economic or financial developments in other
emerging market countries, particularly in the MENA region, over which the Group has no control.
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Additionally, emerging markets may be particularly susceptible to disruptions in the capital markets and the
reduced availability of credit, or the increased cost of debt, which could result in their experiencing financial
difficulty. No assurance can be given that this will not be the case in the future for Kuwait.

As a consequence, an investment in the Capital Securities carries risks that are not typically associated with
investing in Capital Securities issued by issuers in more mature markets. Accordingly, prospective investors
should exercise particular care in evaluating the risks involved and must decide for themselves whether, in
light of those risks, their investment is appropriate. Generally, investment in emerging markets is suitable
only for sophisticated investors who fully appreciate the significance of the risks involved.

FACTORS WHICH ARE MATERIAL FOR THE PURPOSE OF ASSESSING THE RISKS
ASSOCIATED WITH THE CAPITAL SECURITIES

The payment obligations of the Bank under the Loan and the Subordinated Guarantee and of the
Issuer under the Capital Securities are subordinated and unsecured obligations

Prospective investors should note that the payment obligations of the Bank under the Loan and the
Subordinated Guarantee rank junior to all Senior Obligations of the Bank, pari passu with all Pari Passu
Obligations of the Bank and senior to all Junior Obligations of the Bank. Accordingly, the payment
obligations of the Bank under the Loan and the Subordinated Guarantee rank junior to all unsubordinated
payment obligations of the Bank (including payment obligations to its depositors) and all subordinated
payment obligations of the Bank except Pari Passu Obligations and Junior Obligations, and pari passu
with all subordinated payment obligations of the Bank which rank or are expressed to rank pari passu with
the Bank's payment obligations under the Subordinated Guarantee or the Loan (as applicable). The payment
obligations of the Issuer under the Capital Securities are similarly subordinated, as described in Condition
3.1 (Status of the Capital Securities and Subordination).

Further, the payment obligations of the Bank under the Loan and the Subordinated Guarantee and the Issuer
under the Capital Securities are unsecured and no collateral is or will be given by the Bank or the Issuer (as
applicable) in relation thereto.

A holder of the Capital Securities may exercise its enforcement rights in relation to the Capital Securities
only in the manner provided in Condition 12 (Enforcement Event). If the Bank were wound up, liquidated
or dissolved, the Bank's liquidator would apply the assets of the Bank to satisfy all claims of creditors in
respect of the Bank's Senior Obligations in priority to the claims of the Issuer under the Loan and of the
holders of the Capital Securities and pari passu with creditors whose claims are in respect of the Bank's
Pari Passu Obligations. In such case, there may not be sufficient assets to satisfy the claims of the holders
of the Capital Securities in full.

No limitation on issuing senior securities; subordination

Other than the limitations in relation to the issue of further Tier 1 Capital by the Bank as set out in Condition
4.3 (Other Issues) which limits the circumstances in which Tier 1 Capital of the Bank can be issued that
ranks senior to the Capital Securities, there is no restriction on the Bank (in its capacity as the Guarantor or
otherwise) incurring additional indebtedness or on issuing securities or creating any guarantee or
contractual support arrangement which would rank senior to the Capital Securities and the obligations of
the Bank under the Loan or the Subordinated Guarantee. The issue of or the creation of any such Senior
Obligations may reduce the amount recoverable by holders of the Capital Securities on a winding-up or
liquidation of the Bank. Accordingly, in the winding-up or liquidation of the Bank and after payment of the
claims of creditors in respect of the Bank's Senior Obligations, there may not be a sufficient amount to
satisfy the amounts owing to the holders of the Capital Securities. See also"— The payment obligations of
the Bank under the Loan and the Subordinated Guarantee and of the Issuer under the Capital Securities
are subordinated and unsecured obligations".

Payments of Interest Payment Amounts are discretionary and conditional upon certain events and
may be cancelled and are non-cumulative

No Interest Payment Amounts are payable if either a Non-Payment Event or a Non-Payment Election
occurs.

Pursuant to Condition 5.6 (Non-Payment Event), if a Non-Payment Event occurs, the Issuer shall not pay
Interest Payment Amounts on the relevant Interest Payment Date. Non-Payment Events include, but are not
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limited to, where the Interest Payment Amount payable by the Issuer, when aggregated with any
distributions payable by the Issuer and the Guarantor on any of their respective Pari Passu Obligations
having the same date in respect of payment of such distributions (or otherwise due and payable on such
date) as the date for payment of the Interest Payment Amount, exceeds, on the relevant date for payment of
the relevant Interest Payment Amount, the Guarantor's Distributable Funds. As at 30 September 2019, the
Guarantor's Distributable Funds amounted to KD 1.7 billion.

Pursuant to Condition 5.7 (Non-Payment Election), each of the Issuer and the Bank may in its sole discretion
elect not to make payment of an Interest Payment Amount (in whole or in part) to holders of the Capital
Securities on the corresponding Interest Payment Date.

In the event of a Non-Payment Event or a Non-Payment Election, certain restrictions on declaration of
dividends and redemption of certain securities by the Issuer and the Guarantor will apply in accordance
with Condition 5.9 (Dividend and Redemption Restrictions). However, the holders of the Capital Securities
shall have no claim in respect of any Interest Payment Amount not paid as a result of either a Non-Payment
Election or a Non-Payment Event and the consequential non-payment of any Interest Payment Amount in
such a circumstance shall not constitute an Enforcement Event. Any such cancelled interest on the Capital
Securities shall not be due and shall not accumulate or be payable at any time thereafter, and Securityholders
shall have no rights thereto or to receive any additional interest or compensation or to take any action to
cause the bankruptcy, liquidation, dissolution or winding-up of the Bank as a result of such cancellation.

Any actual or anticipated cancellation of interest on the Capital Securities will likely have an adverse effect
on the market price of the Capital Securities. In addition, as a result of the interest cancellation provisions
of the Capital Securities, the market price of the Capital Securities may be more volatile than the market
prices of other debt securities on which interest accrues that are not subject to such cancellation and may
be more sensitive generally to adverse changes in the Bank's financial condition.

Perpetual Securities

The Capital Securities are perpetual securities which have no scheduled redemption date. Holders of the
Capital Securities have no ability to require the Issuer to redeem their Capital Securities other than in the
limited circumstances described in Condition 12 (Enforcement Event). The Issuer has the option to redeem
the Capital Securities in certain circumstances as more particularly described in Condition 7 (Redemption
and Variation), although there is no assurance that it will do so.

This means that the holders of the Capital Securities have no ability to cash in their investment, except:

(a) if the Issuer exercises its rights to redeem the Capital Securities in accordance with Condition 7
(Redemption and Variation);

(o) in the limited circumstances described in Condition 12 (Enforcement Event) (subject to the
subordination provisions contained in the Conditions and the Subordinated Guarantee); or

(c) by selling their Capital Securities.

The exercise of (or perceived likelihood of exercise of) any such redemption feature of the Capital
Securities may limit their market value, which is unlikely to rise substantially above the price at which the
Capital Securities can be redeemed.

There can be no assurance that holders of the Capital Securities will be able to reinvest the amount received
upon redemption at a rate that will provide the same rate of return as their investment in the Capital
Securities. Further, there can be no assurance that a holder of Capital Securities will receive the full amount
of their investment if they sell their Capital Securities or upon exercising their remedies pursuant to
Condition 12 (Enforcement Event).

Securityholders' right to receive repayment of the principal amount of the Capital Securities and the
Securityholders' right for any further interest may be written-down in whole or in part upon the
occurrence of a Non-Viability Event

If a Non-Viability Event occurs at any time, the principal amount of the Capital Securities then outstanding
will be Written-down in whole or, in part on a pro rata basis pursuant to Condition 8 (Write-down at the
Point of Non-Viability). See "— The circumstances triggering a Write-down are unpredictable". Pursuant
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to a Write-down, the Capital Securities will be cancelled (in the case of a Write-down in whole) or Written-
down in part on a pro rata basis (in the case of a Write-down in part) and all rights of any Securityholder
for payment of any amounts under or in respect of the Capital Securities (including, without limitation, any
amounts arising as a result of, or due and payable upon the occurrence of, an Enforcement Event) shall, as
the case may be, be cancelled or Written-down pro rata among the Securityholders and, in each case, not
restored under any circumstances, irrespective of whether such amounts have become due and payable prior
to the date of the Non-Viability Notice or the Non-Viability Event Write-down Date and even if the Non-
Viability Event has ceased. Further, whilst it is intended that the ordinary shares of the Guarantor should
absorb losses prior to the Capital Securities, a Write-down in full or in part of the Capital Securities could
occur prior to the ordinary shares of the Guarantor absorbing losses in full or even in part. A Write-down
shall not constitute an Enforcement Event. As a result, in the case of a Write-down, Securityholders may
lose the entire amount or, as the case may be, a material amount, of their investment in the Capital
Securities. Investors should also be aware that the application of a non-viability loss absorption feature
similar to Condition 8 (Write-down at the Point of Non-Viability) has not been tested in Kuwait and
therefore some degree of uncertainty may exist in its application.

In cases in which a Write-down in part is required pursuant to Condition 8 (Write-down at the Point of Non-
Viability), a Write-down may occur on one or more occasions.

Furthermore, upon the occurrence of any Write-down in part pursuant to Condition 8 (Write-down at the
Point of Non-Viability), Interest Payment Amounts will accrue on the reduced principal amount of the
Capital Securities and their payment is subject to no Non-Payment Event (including, without limitation, the
Guarantor having insufficient Distributable Funds or breach of Applicable Regulatory Capital
Requirements (including any applicable capital buffers imposed on the Guarantor by the Financial
Regulator)) or Non-Payment Election having occurred. See "— Payments of Interest Payment Amounts are
discretionary and conditional upon certain events and may be cancelled and are non-cumulative". Also,
any amounts arising as a result of, or due and payable upon the occurrence of, an Enforcement Event or
any redemption at the option of the Issuer pursuant to Condition 7 (Redemption and Variation) will be by
reference to such reduced principal amount of the Capital Securities.

The Guarantor's current and future Junior Obligations or Pari Passu Obligations might not include write-
down or similar features comparable to those of the Capital Securities. As a result, it is possible that the
Capital Securities will be subject to a Write-down, while certain Junior Obligations and/or Pari Passu
Obligations remain outstanding and continue to receive payments and, as such, Securityholders may be
subject to losses ahead of holders of certain Junior Obligations and/or Pari Passu Obligations.

The circumstances triggering a Write-down are unpredictable

The occurrence of a Non-Viability Event is inherently unpredictable and depends on a humber of factors,
many of which are outside the Guarantor's control.

The occurrence of a Non-Viability Event is subject to, inter alia, a subjective determination by the Financial
Regulator in its complete discretion regarding, among other things, the viability of the Guarantor in
circumstances that may be beyond the control of the Guarantor and with which the Guarantor or the
Securityholders may not agree.

Due to the inherent uncertainty regarding the determination as to whether a Non-Viability Event has
occurred, it will be difficult to predict when, if at all, a Write-down will occur. Accordingly, the trading
behaviour of the Capital Securities is not necessarily expected to follow the trading behaviour of other types
of subordinated securities. Any indication that the financial condition of the Guarantor is heading towards
a condition that could result in the occurrence of a Non-Viability Event can be expected to have an adverse
effect on the market price of the Capital Securities.

The financial viability of the Guarantor will also depend in part on decisions made by the Guarantor in
relation to its business and operations, including the management of its capital position. In making such
decisions, the Guarantor will not necessarily have regard to the interests of Securityholders and, in
particular, the consequences for Securityholders of any such decisions and there can be no assurance in any
such circumstances that the interests of the Guarantor, its shareholders and the Financial Regulator will be
aligned with those of the Securityholders.
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Variation upon the occurrence of a Capital Event or a Tax Event

Upon the occurrence and continuation of a Capital Event or a Tax Event, the Issuer may, subject as provided
in Condition 7.3 (Redemption or Variation for Regulatory Reasons) or Condition 7.4 (Redemption or
Variation for Taxation Reasons) (as the case may be) at any time and without the need for any consent of
the Securityholders, either redeem or vary the terms of the Capital Securities such that they become or
remain (as appropriate) Qualifying Tier 1 Instruments.

A Capital Event is deemed to have occurred if the Bank is notified in writing by the Financial Regulator to
the effect that (i) the outstanding principal amount of the Loan is excluded (in full or in part) from the
consolidated Tier 1 Capital of the Bank, or (ii) the outstanding principal amount of the Capital Securities is
excluded (in full or in part) from the consolidated Tier 1 Capital of the Bank (in each case, save where such
non-qualification is only as a result of any applicable limitation on the amount of such capital).

A Tax Event means that the Issuer or the Bank has, will or would (as applicable) become required to pay
additional amounts, as a result of any change in, or amendment to the laws, published practice or regulations
of the United Arab Emirates (including the DIFC) or Kuwait or any political subdivision or authority thereof
or therein having power to tax, or in each case as a result of any change in the application or official
interpretation of such laws, published practice or regulations (including a holding by a court of competent
jurisdiction), which change or amendment becomes effective (or, in the case of application or official
interpretation, is announced) on or after the Issue Date (and such requirement cannot be avoided by the
Bank taking reasonable measures available to it).

The Capital Regulations, as in force from time to time, may oblige the Bank to demonstrate to the
satisfaction of the Financial Regulator that (among other things) the Capital Event or Tax Event was not
reasonably foreseeable at the Issue Date.

The tax and stamp duty consequences of holding the Capital Securities following variation as contemplated
in Condition 7.3 (Redemption or Variation for Regulatory Reasons) and Condition 7.4 (Redemption or
Variation for Taxation Reasons) could be different for certain holders of the Capital Securities from the tax
and stamp duty consequences for them of holding the Capital Securities prior to such variation and neither
the Issuer nor the Bank shall be responsible to any holder of the Capital Securities for any such
consequences in connection therewith. Further, while the Conditions stipulate that the variation (as
contemplated by the Conditions) must not be materially less favourable to the holders of the Capital
Securities, no assurance can be given as to whether any of these changes will negatively affect any particular
holder of the Capital Securities.

The Capital Securities may be subject to early redemption; redemptions conditional

Upon the occurrence of a Tax Event or a Capital Event, the Issuer may, at any time, having given not less
than 15 nor more than 30 days' prior notice to the holders of the Capital Securities in accordance with
Condition 7.3 (Redemption or Variation for Regulatory Reasons) and Condition 7.4 (Redemption or
Variation for Taxation Reasons) (as applicable) (which notice, subject to Condition 7.8, shall be
irrevocable) redeem in accordance with the Conditions, all, but not some only, of the Capital Securities.
The Issuer may also, at its discretion, having given not less than 15 nor more than 30 days' prior notice to
the holders of the Capital Securities, redeem in accordance with Condition 7.2 (Redemption at the Option
of the Issuer) all, but not some only, of the Capital Securities on the date falling three months prior to the
First Reset Date and on any date thereafter up to and including the First Reset Date or on any Interest
Payment Date thereafter.

Any redemption of the Capital Securities is subject to the requirements in Condition 7.1 (No Fixed
Redemption Date and Conditions for Redemption and Variation), including obtaining the prior approval of
the Financial Regulator (except to the extent that the Financial Regulator no longer requires). There can be
no guarantee that the approval of the Financial Regulator will be received on time or at all.

In addition, if the Issuer has elected to redeem the Capital Securities, and, prior to the redemption, a Non-
Viability Event occurs, the relevant redemption notice will be automatically rescinded and will be of no
force and effect. Further, no notice of redemption shall be given in the period following the giving of a
Non-Viability Notice and prior to the relevant Non-Viability Event Write-down Date.
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There is no assurance that the holders of the Capital Securities will be able to reinvest the amount received
upon redemption at a rate that will provide the same rate of return as their investment in the Capital
Securities. During any period when the Issuer may redeem, or is perceived to be able to redeem, the Capital
Securities, the market value of the Capital Securities generally will not rise substantially above the
outstanding principal amount of the Capital Securities payable. Potential investors should consider the re-
investment risk in light of other investments available at that time.

Modification

The Conditions and the Agency Agreement contain provisions for calling meetings of holders of the Capital
Securities to consider matters affecting their interests generally. These provisions permit defined majorities
to bind all holders of the Capital Securities including holders of the Capital Securities who did not attend
and vote at the relevant meeting and holders of the Capital Securities who voted in a manner contrary to
the majority.

The Conditions also provide that the Conditions and the Subordinated Guarantee may be amended or
modified without the consent of the Securityholders where such amendment or modification: (i) is of a
formal, minor or technical nature or is made to correct a manifest error or is to comply with mandatory
provisions of the law; or (ii) does not concern a Reserved Matter and is not materially prejudicial to the
interests of the Securityholders.

The Conditions also provide that the Issuer may, without the consent or approval of the holders of the
Capital Securities, vary the Conditions so that they become or, as appropriate, remain, Qualifying Tier 1
Instruments, as provided in Condition 7.3 (Redemption or Variation for Regulatory Reasons) and Condition
7.4 (Redemption or Variation for Taxation Reasons). See "- Variation upon the occurrence of a Capital
Event or a Tax Event" above.

Trading in the clearing systems

As the denomination of the Capital Securities is U.S.$200,000 and integral multiples of U.S.$1,000 in
excess thereof, it is possible that such Capital Securities may be traded in amounts in excess of
U.S.$200,000 that are not integral multiples of U.S.$200,000. In such a case a holder of Capital Securities
who, as a result of trading such amounts, holds an amount which is less than U.S.$200,000 in his account
with the relevant clearing system at the relevant time may not receive an Individual Certificate in respect
of such holding (should Individual Certificates be printed) and would need to purchase a principal amount
of Capital Securities such that its holding amounts to at least U.S.$200,000 in order to be eligible to receive
an Individual Certificate.

Investors in the Capital Securities must rely on DTC, Euroclear and Clearstream, Luxembourg
procedures

The Capital Securities will be represented by the Global Certificates. Except in the limited circumstances
described in each Global Certificate, investors will not be entitled to receive Capital Securities in definitive
form. Each of DTC, Euroclear and Clearstream, Luxembourg and their respective direct and indirect
participants will maintain records of the beneficial interests in the Global Certificate held through it. While
the Capital Securities are represented by the Global Certificates, investors will be able to trade their
beneficial interests only through the relevant clearing systems and their respective participants and the
Issuer will discharge its payment obligations under the Capital Securities by making payments through the
relevant clearing systems. A holder of a beneficial interest in a Global Certificate must rely on the
procedures of the relevant clearing system and its participants in relation to payments under the Capital
Securities. The Issuer shall have no responsibility or liability for the records relating to, or payments made
in respect of, beneficial interests in the Global Certificates. Holders of beneficial interests in a Global
Certificate will not have a direct right to vote in respect of the Capital Securities so represented. Instead,
such holders will be permitted to act only to the extent that they are enabled by the relevant clearing system
and its participants to appoint appropriate proxies.

Risks related to the market generally
Resettable fixed rate instruments have a market risk

A holder of an instrument with a fixed interest rate that will be reset during the term of the instrument (as
will be the case for the Capital Securities with effect from each Reset Date if not previously redeemed
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and/or purchased and cancelled) is exposed to the risk of fluctuating interest rates and uncertain interest
income. While the expected interest rate on the Capital Securities is fixed until the First Reset Date (with a
reset of the initial interest rate on the First Reset Date as set out in the Conditions and every six years
thereafter), the current investment return rate in the capital markets (the "market return rate") typically
changes on a daily basis. As the market return rate changes, the market value of the Capital Securities may
also change, but in the opposite direction. If the market return rate increases, the market value of the Capital
Securities would typically decrease. If the market return rate falls, the market value of the Capital Securities
would typically increase. Holders of the Capital Securities should be aware that movements in these market
return rates can adversely affect the market value of the Capital Securities and can lead to losses for the
holders of the Capital Securities if they sell the Capital Securities.

Absence of secondary market/limited liquidity

There is no assurance that a secondary market for the Capital Securities will develop or, if it does develop,
that it will provide the holders of the Capital Securities with liquidity of investment or that it will continue
for the life of the Capital Securities. The Capital Securities generally may have a more limited secondary
market liquidity and may be subject to greater price volatility than conventional debt securities as they are
perpetual securities (see "— Perpetual Securities"), are subordinated (see "— The payment obligations of the
Bank under the Loan and the Subordinated Guarantee and of the Issuer under the Capital Securities are
subordinated and unsecured obligations™) and payments of Interest Payment Amounts may be restricted in
certain circumstances (see "— Payments of Interest Payment Amounts are conditional upon certain events
and may be cancelled and are non-cumulative™).

Application has been made for the Capital Securities to be admitted to the Official List and for such Capital
Securities to be admitted to trading on the Regulated Market. However, there can be no assurance that any
such listing will occur or will enhance the liquidity of the Capital Securities.

Iliquidity may have an adverse effect on the market value of the Capital Securities. Accordingly, a holder
of the Capital Securities may not be able to find a buyer to buy its Capital Securities readily or at prices
that will enable the holder of the Capital Securities to realise a desired yield. The market value of the Capital
Securities may fluctuate and a lack of liquidity, in particular, can have a material adverse effect on the
market value of the Capital Securities. Accordingly, the purchase of Capital Securities is suitable only for
investors who can bear the risks associated with a lack of liquidity in the Capital Securities and the financial
and other risks associated with an investment in the Capital Securities.

Exchange rate risks and exchange controls

The Issuer will pay principal and interest on the Capital Securities in U.S. dollars and the Guarantor will
make any payments under the Loan and the Subordinated Guarantee in U.S. dollars. This presents certain
risks relating to currency conversions if an investor's financial activities are denominated principally in a
currency or currency unit (the "Investor's Currency") other than U.S. dollars. These include the risk that
exchange rates may significantly change (including changes due to devaluation of U.S. dollars or
revaluation of the Investor's Currency) and the risk that authorities with jurisdiction over the Investor's
Currency may impose or modify exchange controls. An appreciation in the value of the Investor's Currency
relative to U.S. dollars would decrease: (a) the Investor's Currency-equivalent yield on the Capital
Securities; (b) the Investor's Currency-equivalent value of the principal payable on the Capital Securities;
and (c) the Investor's Currency-equivalent market value of the Capital Securities.

Government and monetary authorities may impose (as some have done in the past) exchange controls that
could adversely affect an applicable exchange rate. As a result, investors may receive less interest or
principal than expected, or no interest or principal.

Taxation risks on payments

Payments made by the Issuer and the Guarantor in respect of the Capital Securities and the Subordinated
Guarantee, respectively, could become subject to taxation. Condition 9 (Taxation) requires the Issuer or
Guarantor to pay additional amounts in certain circumstances in the event that any withholding, deduction
or retention for, or on account of, any present or future taxes, duties, assessments or governmental charges
of whatever nature is imposed, levied, collected, withheld or assessed by or on behalf of the UAE (including
the DIFC) and/or Kuwait or any political subdivision or any authority thereof or therein having power to
tax in respect of payments under the Capital Securities or the Subordinated Guarantee, as the case may be,
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such that net amounts received by the holders of the Capital Securities after such withholding, deduction
or retention shall equal the respective amounts of principal and interest which would otherwise have been
receivable in respect of the Capital Securities in the absence of such withholding, deduction or retention.

The circumstances described above may entitle the Issuer to redeem all (but not some only) of the Capital
Securities or vary their terms. See "Variation upon the occurrence of a Capital Event or a Tax Event" and
"The Capital Securities may be subject to early redemption, redemptions conditional".

The application and enforcement of the Kuwaiti income tax regime is uncertain, and holders of the
Capital Securities which are "non-GCC corporate entities may become subject to the Kuwaiti
income tax regime in certain limited circumstances

Article 150 (bis) of Law No. 7 of 2010 Concerning the Establishment of the Capital Markets Authority and
the Regulating of Securities Activities, introduced pursuant to Law No. 22 of 2015 ("Article 150 (bis)"),
provides that, without prejudice to the tax on profits arising from the disposal of securities issued by
companies listed on the Boursa Kuwait, the returns in respect of securities, bonds, financial sukuk and all
other similar securities, regardless of the issuer, are exempt from taxes.

In addition, the Kuwait Ministry of Finance has issued Administrative Resolution No. 2028 of 2015 (the
"Administrative Resolution™), which essentially endorses the provisions of Article 150 (bis).

However, the Kuwait Ministry of Finance's Department of Income Tax ("DIT") has to date not always
adopted consistent rulings on Kuwaiti tax matters more generally. Accordingly, to the extent that the
exemption afforded by Article 150 (bis) is held not to apply to the Capital Securities, or to a particular
holder of the Capital Securities, such Securityholder or the Securityholders which are non-GCC corporate
entities may become subject to income tax in Kuwait (see "Taxation — Kuwait"” for further details).

In addition, neither Article 150 (bis) nor the Administrative Resolution addressed the issue of whether or
not there remains an obligation (as described under "Taxation — Kuwait") to deduct 5 per cent. of the
amount of any payments made by the Guarantor to the Issuer or directly to the holders of the Capital
Securities. Accordingly, there is a possibility that the deduction of the 5 per cent. obligation may be applied
in certain circumstances, pending resolution of their tax position. The deducted 5 per cent. would be
released by the Guarantor upon presentation to it by the Issuer (or, where applicable, by the holders of the
Capital Securities) of a tax clearance certificate from the DIT. In any event, any deducted amounts would
be required to be grossed up by the Guarantor pursuant to the provisions of the Conditions (see Condition
9 (Taxation)) and accordingly, in practice, a holder would not need to present such a tax clearance
certificate.

To date there has been no official statement made publicly by the DIT regarding its interpretation of Article
150 (bis) or the Administrative Resolution and/or their application. Similarly, the Kuwaiti Courts (who will
be the final arbiters on the matter) have not been required to interpret such provision to date. Therefore, it
is not possible to state definitively how the DIT and/or the Kuwaiti Courts may implement or enforce the
Taxation Laws (as defined in "Taxation — Kuwait") including Article 150(bis) in practice.

Prospective purchasers of the Capital Securities are advised to consult their tax advisers as to the
consequences under Kuwaiti and other applicable tax laws of acquiring, holding and disposing of the
Capital Securities and receiving payments under the Capital Securities.

See "Taxation — Kuwait" for further details.
Value Added Tax

As at the date of this Prospectus, Kuwait does not impose value-added tax ("VAT") on the sale of goods
and services. However, investors should be aware that the GCC states, including Kuwait, have agreed to
the implementation of a GCC-wide VAT Framework, to be introduced at a rate of 5 per cent (the "VAT
Framework"). The national legislation in Kuwait implementing the framework has yet to be promulgated
and no Kuwait-specific details of the regime have been released as at the date of this Prospectus. Therefore,
although the Kuwait parliament has indicated that it will postpone its introduction of VAT until 2021, it is
impossible to state with any accuracy if, and when, VAT will be introduced in Kuwait. Further, due to the
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wide discretion conferred to each GCC member state under the VAT Framework, the terms and conditions
of the VAT regime, if introduced, are not known as at the date of this Prospectus.

Enforcement under Kuwaiti Law

The insolvency regime in Kuwait is relatively untested with limited guidance as to how the legislative
framework will be applied in practice by the courts in Kuwait

Notwithstanding that the provisions of the Subordinated Guarantee relating to the ranking of the Guarantor's
payment obligations are expressed to be governed by English law, in the event of the Guarantor's
insolvency, Kuwaiti bankruptcy law will apply and such law may adversely affect the Guarantor's ability
to perform its obligations under the Subordinated Guarantee, and obtaining a final bankruptcy judgment in
Kuwait may take several years. There is little precedent to predict how any claims by holders of the Capital
Securities against the Guarantor would be resolved in the event of the Guarantor's insolvency and therefore
there can be no assurance that holders of the Capital Securities will receive payment of their claims in full
or at all in these circumstances.

Enforceability of the Guarantor's obligations under the Subordinated Guarantee

Under Kuwaiti law, the obligations of a guarantor are incidental to the obligations of the principal debtor,
and the obligations of the guarantor will only be valid to the extent of the continuing obligations of the
principal debtor. In addition, in order to enforce a guarantee under Kuwaiti law, the underlying debt
obligation for which such guarantee has been granted may need to be proved before the Kuwaiti courts.

Accordingly, if Kuwaiti law is applied to the Subordinated Guarantee, the obligations of the Guarantor
under the Subordinated Guarantee will be treated as incidental obligations and dependent on the validity
and the enforceability of the Issuer's obligations under the Capital Securities and the Issuer's obligations
under the Capital Securities may, therefore, need to be proved before the courts of Kuwait in order for the
obligations of the Guarantor under the Subordinated Guarantee to be enforceable.

There is a risk that the Kuwaiti Courts will assume jurisdiction

The Capital Securities, the Subordinated Guarantee and the Agency Agreement each contain a provision to
the effect that disputes arising thereunder will be referred to arbitration under the London Court of
International Arbitration Rules (the "LCIA Rules").

Nevertheless, if a claim is brought before the Kuwaiti Courts, the Kuwaiti Courts may still accept
jurisdiction in any suit, action or proceedings in the situations identified in Articles 23, 24 and 26 of Kuwait
Law No. 38 of 1980 (the Code of Civil and Commercial Procedure), as amended (the "Code"). These
situations include (a) where the defendant in the proceedings expressly or impliedly accepted the
jurisdiction of the Kuwaiti Courts, (b) where the defendant is a Kuwaiti national or is resident, domiciled
or has a place of business or a chosen domicile in Kuwait or (c) if such legal proceedings relate to property
(movable or immovable) located in Kuwait, an obligation is created, executed or required to be performed
in Kuwait or a bankruptcy is declared in Kuwait.

There can therefore be no assurance that the Kuwaiti Courts will decline jurisdiction to adjudicate any
dispute under the Capital 