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AL AHLI BANK OF KUWAIT K.5.C.R.

PO Box 1387, Safat 12014 Kuwait

T +965 2240 0900 F +965 2242 4557
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Commercial Registry No. 3705
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Al Ahli Bank of Kuwait

Full Rating Report

Ratings
Foreign Currency

Key Rating Drivers
Support Drives IDRs: Al Ahli Bank of Kuwait's (ABK) Issuer Default Ratings (IDRs) reflect an

Long-Term IDR A+ _ is " ey : ; .
Short-Term IDR F1 extremely high probability of support from the Kuwaiti authorities, if needed. This considers Kuwait's
Viability Rating bb+ strong capacity to support the banking system and its record of supporting domestic banks.
gzgx:: E:::g - . ABK's Viability Rating (VR) takes into consideration the bank’s below-peer-average profitability
and higher risk appetite reflected through concentrations and expansion into higher risk
Sovereign R'?" markets. The VR also considers the bank’s moderate franchise, competent management and
Eiﬁi?iﬁiiﬁ%’kﬁﬁﬁ?{.’%ﬁ ?ﬁ solid funding based on stable deposits, acceptable asset quality, good liquidity and adequate
Long-Term Local-Currency IDR AA capitalisation,
Short-Term Local-Currency IDR Fi+
Outlooks Moderate Franchise: ABK is the seventh-largest bank in Kuwait, with a local market share of
Long-Term Foreign-Currency IDR _ Stable about 6.5% b‘f Ioarl'us ?"d_ assets. I|‘-|.tt‘ernat|0nal })peratlo‘r1s are a growing part of the business
Sovereign Long-Term Foreign- Stable model supporting distribution capabilities, deposit collection and revenue generation.
Currency IDR
Sovereign Long-Term Local- Stable . i )
Currency IDR Competent Management: ABK's management team comprises experienced banking
) ) professionals with a good degree of depth, credibility and knowledge of the local and regional
Financial Data banking sector. Management has a proven record of delivering resilient profitability.
Al Ahli Bank of Kuwait
30 Jun 31 Dec Higher Risk Appetite: ABK's high concentration levels and risks originating from regional
Financial metrics 19 expansion weigh on the bank's VR and continue to be the main threats to asset quality and
L s :E&%”;}) 1}?5 1::953; capital. ABK's well-developed risk control framework helps mitigate its overall risk profile.
Total equity (KWDm) 592
gggl'i“;“'gg ﬂ::ﬁi;g;?‘:’m) gg Acceptable Asset Quality: ABK's impaired loans ratio (around 2%) is slightly above the sector
(KWDm) average and problem loans generation can be high due to high loan concentrations. High
?K"Jv“gﬁ;“’“s'"e e o reserve coverage of impaired loans (over 300%) is necessary given ABK’s high-risk appetite.
Operating profitRWAs 14
{%) oy '™ . . - . .
FOC/FCC-adusted RWAs 156 159 Profitability below Peers Op{?ratlng performance is tnfpruvmg b}:t remz?uns belovj.r that of
(%) peers. ABK's profitability is sensitive to the more challenging operating environment in Egypt,
Tier 1 ratio (%) 175 178

Source: Fitch Ratings, Fitch Solutions
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while the UAE portfolio has been cleaned up. Fitch expects better cost efficiency and more
stable loan impairment charges to support profitability.

Adequate Capitalisation: ABK's capitalisation indicators are adequate and compare well with
those of peers. At end-1H19, the Tier 1 ratio and total capital adequacy ratio (CAR) (17.5% and
18.5%, respectively) provided satisfactory buffers over minimum regulatory requirements.

Solid Funding; Good Liquidity: Deposits provide the majority of ABK's funding but the bank’s
high reliance on wholesale funding {59% of customer deposits) results in deposit concentration.
Deposits have been historically stable, mitigating liquidity maturity mismatches. High liquid
assets (26% of total assets at end-2018) underpin the bank’s liquidity profile.

Rating Sensitivities

IDR Sensitivities: ABK's IDRs are sensitive to a change in Fitch Ratings' assumptions about
the Kuwaiti authorities’ propensity or ability to provide support to the banking sector or the
bank. At present, we do not think there is a likelihood of a change.

VR Sensitivities: Upside potential for the bank’'s VR could arise from franchise improvement
and a longer record of successful operations of Al Ahli Bank of Egypt (ABKE). Downside
pressure on the VR could come from an increase in market risks or asset-quality deterioration,
leading to weaker capital ratios.

www_fitchratings.com
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Related Criteria
Bank Rating Criteria (October 2018)
Short-Term Rating Criteria (May 2019)

Support

IDRs Based on Sovereign Support

Fitch believes that the Kuwaiti sovereign has a strong ability to support the banking system.
QOur view of support considers the sovereign's strong financial flexibility, the moderate
vulnerability to large losses in a downturn and the predominantly stable local-currency funding
of the banking system.

The sovereign's propensity to support the banking sector remains strong in Kuwait, in our
opinion. The Central Bank of Kuwait (CBK) operates a strict regime with active monitoring to
ensure the viability of banks and has acted swiftly in the past to provide support when needed.
This view considers the high contagion risk given the small number of banks and high
concentration of banks in the system, as well as the importance of maintaining the soundness
and reputation of the banking system.

Fitch views all rated banks in Kuwait as systemically important and considers that franchise or
level of government ownership should not necessarily lead to a difference in Kuwaiti banks’
Support Rating Floors (SRFs). As a result, the SRF of all rated banks is equal to the domestic
systemically important bank SRF of 'A+’, with the exception of the flagship bank, National Bank
of Kuwait (NBK) at ‘AA-", and ABK is no exception.

Al Ahli Bank of Kuwait
October 2019




