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GULF BANK AT A GLANCE )

Gulf Bank is one of the leading Conventional banks in Kuwait

1960 1984 53 6.6

Founded Listed on Kuwait
Stock Exchange Kuwait

Branches across KD Billion
Total Assets FY'21

Our Business Model

Consumer Banking

@ Our Consumer Banking serves a broad range of customer segments, offering customer-
@ centric solutions and a unique experience tailored to each customer segment.

Our diversified product offering includes personal loan options, credit and debit cards, and
deposits.

Corporate Banking

ﬁTilAli‘ﬁ Our Corporate Banking has a comprehensive suite of wholesale, commercial and Small and
= Medium Enterprise (SME] banking products and services.

These include structured finance, project finance, transaction banking, Advisory / Corporate
Finance and Investment Banking, Merchant Banking and Cards.

Treasury and Investment

@ Our Treasury focus is to optimize the balance sheet’s efficiency, managing the Bank’s liquidity
while supporting asset growth and sufficient buffers to meet regulatory requirements.

Our Investment services manage the Bank’s proprietary investment and offer investment
products to clients.

External Recognitions

T —
g Arab Media Forum
N e Best Direction - AlDanah Taghneek
e Best National Work - Watani Habibi
A e Best Sustainability Initiative - Gulf Bank 642 Marathon
|

e Best Marketing Manager - Najla Al-Essa
Future Enterprise Awards 2021

L )

e Best Innovation In Customer Experience

An “A” rated Bank by the three major credit rating agencies during 2021

A3 A+ A+

Mooby’s Fiteh Gl
Stable Negative Stable

Active Board Members During 2021
Board 8
F Meetings

5 2 Audit 8

F Committee

Meetings

Risk 5
F Committee

Shareholder Infomation

KD 840 Million Market Capitalization as of 31 December, 2021

Alghanim Trading

Public Institution for Social
Securities (PIFSS)

Behbehani Investment Co.

Treasury Shares

Other Shareholders

*As of 31 December 2021

lindices MEC] 5

i T s

Compliance and
Governance
F Committee

Remuneration
F Committee

Credit and
Investment 2 5

F Committee

Nomination and 4

32.8%
6.8%
5.5% 12 50/
. o
1.2% Foreign
Investors
53.7%

Listed in Boursa
Kuwait Under
Premier Market

S&P DJI Emerging
Market Index since
December 2018

MSCI Emerging
Market Index since
November 2020

FTSE Russell Emerging
Markets Index since
September 2017
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KEY HIGHLIGHTS 2021 »

1. Net profit up 46% to KD 42.1 million for year end 2021 4. Asset quality remained resilient, as non-performing loan ratio stood at 0.9% for year-end 2021

100 = ~ 1.5%
50 -
1.1%
421 75 0.9%
/ . . 0%
28.8 i
Net Profit s NPL Ratio
° 0.9%
+46% : - 0.9% |
) - 0.5%
25 -
04 T = 0.0%
0 T 2020 2021
2020 . 2021 B NPL (KD million)] —s— % NPL Ratio
Net Profit

2. Earnings per share up 40% to 14 fils.. Recommending a 5% bonus shares and a cash dividend 5. The Bank’s regulatory capital ratios remained strong and well above the regulatory minimums

M3IATY J1931VHLS

of 7 fils per share, representing the fifth straight year of at least 50% payout ratio
20 - Regulatory
Minimums
0% 5% 18.25%
15 - 14
. 16.72% .59 ini
0 Earnings Per Share 6.72% [ 11.5% CAR Minimums |
210 " 0 14.85%
! ‘ + 4 0 /0 ‘ Ny% |9.5% Tier 1 Ratio Minimumsl
5 -
0 2020 ' 2021 31 Dec 20 ' 31 Dec 21
B Dividend Per Share Il Earnings Per Share W CcAR B Tier 1 Ratio
50% 50%
Note: Tier 1 and Capital Adequacy Ratio (CAR] regulatory minimums include 1% DSIB.

Note: 2021 Dividends and Bouns Shares are subject to Annual General Meeting Approval expected to be held in March 2022.

3. Gross Customer Loans reached KD 4.8 billion.. Up KD 454 million or +10% compared to 2020

6,000

5000 1 +10% 4,838
4,384

4,000

3,000

KD Million

2,000

1,000

T
L v 4

2020 ' 2021

Il Corporate Loans Contribution

B Consumer Loans

Gross Customer
Loans

+10%

6. The Bank remained an ‘A’ rated bank by three major credit rating agencies during 2021

Rating Agency Criteria Rating
MOODY)S Long Term Deposits A3
Outlook Stable
FltCh Long-Term Issuer Default Rating A+
hain [ (T | Voo
G i CAPITAL Long-Term Foreign Currency A+
S Outlook Stable
S&P Global Issuer Credit Rating BBB+
Ratings Outlook Stable
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CHAIRMAN'S STATEMENT )

Jassim Mustafa Boodai
Chairman

Dear Shareholders,

On behalf of the Board of Directors, | am pleased to present Gulf Bank's
2021 Annual Report.

Despite a backdrop of a turbulent pandemic year, Gulf Bank weathered
the challenges and achieved another year of strong growth. In 2021, we @
showed an ability to adapt and excel in serving our customers, employees,

NS

and communities while positioning the Bank for future success and

market leadership. We continued

We continued accomplishing significant progress with our 2025 strategy, a_cco_n]pllshlng
consolidating our position as the leading Kuwaiti Bank of the Future. We Slgmflcant
aim to provide customers with simple and innovative services to enable ~ progress with our

2025 strategy,
consolidating our
position as

the leading Kuwaiti

sustainable growth for the Bank by focusing on:

¢ Promoting selective growth in the corporate banking and SME segment
by expanding our product range and services;

e Growing the consumer banking market share, while supporting our
youth, women and affluent client segments; and

* Developing the Bank’s digital banking platforms to improve services Bank of the Future.

and increase competitiveness.

To ensure the success of this strategy, Gulf Bank has set the foundation
to foster a performance-driven culture, introduce new technology
solutions, and adopt world-class risk management practices. This is
facilitated through our Core Values of:

* Being "Ambitious” in providing the best solutions,

* Engaging our "People” to provide customer excellence,

* Serving the community by individually taking "Ownership”
and overcoming challenges, and

e Removing unnecessary complexities to make banking enjoyable
with "Simple”, efficient and elegant solutions.

Financial Strength

Gulf Bank succeeded in delivering a full-year net profit of KD 42 million,
an increase of 46% over the year 2020. We achieved such results by
effectivelyadapting toarapidly changing environment, whilst maintaining
a strong balance sheet and effectively managing key risks.

Earnings per share is up 40% to 14 fils and the Board of Directors is
recommending a distribution of cash dividend of 7 fils per share,
representing a 50% cash payout ratio, in addition to 5% bonus shares,
for shareholders” approval at the Annual General Meeting to be held in
March 2022.

Customer loans reached another all-time high of KD 4.6 billion, an
increase of KD 441 million or 11% vs. the end of 2020. This growth in
2021 came from both the Bank’s Corporate and Consumer segments.

Non-performing loan ratio for the year end 2021 was below industry
norms at 0.9%. The Bank ended the year 2021 with a total credit provision
at KD 300 million whereas IFRS 9 accounting requirements [(i.e., ECL or
expected credit losses) were KD 189 million, resulting in a very healthy
excess provisioning levels of KD 112 million.

The Bank's regulatory capital ratios remained strong as the Tier 1 ratio
of 14.5% was 5.0% above our regulatory minimum of 9.5% and the
Capital Adequacy Ratio (CAR] of 16.7% was 5.2% above our regulatory
minimum of 11.5%.

During the year, we also successfully completed the redemption of our
existing KD 100 million subordinated Tier 2 bonds, and the issuance of
new KD 50 million Subordinated Tier 2 Bonds which was oversubscribed.
This issuance optimizes the Bank’s capital adequacy, in compliance with
Basel lll frameworks, and supports our overall investment plans towards
consolidating Gulf Bank’s position as the leading Bank of the Future.

ol

2021 net profit of

KD 42 million, an
increase of 46% over
the year 2020.

aifh

Earnings per share
is up 40% to 14 fils.

7 fils Cash
Dividends and 5%
Bonus Shares.

Non-performing
loan ratio for the
year end 2021 was
below industry
norms at 0.9%.
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CHAIRMAN'S STATEMENT )

Institutional Strength

Gulf Bank continues to be well recognized in terms of its creditworthiness
and financial strength internationally, rated “A” by three leading credit
rating agencies. Moody’s Investors Service maintained the Long-Term
Deposits Rating of “A3” with a “Stable” outlook. Capital Intelligence
affirmed Gulf Bank's Long-term Foreign Currency Rating of "A+" with
a “Stable” outlook. Fitch Ratings revised the Bank’'s Long-term Issuer
Default Rating of "A+” to “A” with a “Stable” outlook. In addition, S&P
Global Ratings in 2021 has changed the Bank Issuer Credit Rating to
“BBB+" from “A-" and revised the “Negative outlook to “Stable”. Both
credit ratings downgrades of S&P Global Ratings and Fitch Ratings
followed the downgrade of Kuwait Sovereign ratings by these credit
rating agencies and is not related to Gulf Bank’s Viability position or
credit quality.

Business Overview

During these challenging and uncertain times, Gulf Bank remained
resilient, reflecting its strength, stability, and commitment towards its
stakeholders.

Our Corporate Banking segment growth recovered this year, growing
by 9% to reach KD 2.9 billion as of year-end 2021 after a contraction in
2020. During the year, we focused on attracting new customers, which
have contributed to our asset growth. We continued developing our
digital banking platforms to provide the Bank with the competitive edge
required to compete in the banking industry. Our product offerings and
services were enhanced with a primary focus on Small and Medium-sized
Enterprises (SMEs).

We are proud to have embedded digital elements into our onboarding
process. Our SME customers are now able to digitally onboard and apply
for arange of the Bank’s merchant services, cards and financing solutions.
In addition, our digital transformation strategy has helped companies to
compete better in an economic environment that is constantly changing in
response to technological evolutions.

In 2021, and as part of our ongoing digital transformation plan, we also
announced the successful launch of the new MX.3 system (in partnership
with Murex) for the development and automation of the Bank’s capital
markets and treasury platforms. The platform implementation is a
transformative step towards developing and automating our treasury and
capital markets systems. In addition, this will unlock synergies to address
change in regulations, navigate capital markets and better serve our
customers. The new system will ultimately improve efficiency and instill
greater control over trade aspects from initiation to final matching.

Our Consumer Banking segment also continued its upward trajectory
throughout the year, growing by 12% to reach KD 1.9 billion as of year-
end 2021, and represents 39% of our gross loan book.

WealsolaunchedthreeuniquecreditcardsinpartnershipwithMastercard
during 2021, as part of our strategy to provide tailored products and
services to customers. Each of these products is specifically designed
to offer distinctive features to our targeted segments. For women,
we launched the Rose Gold credit card which offers its cardholders
customized benefits, exclusive discounts, and the highest rewards for
women in Kuwait. In addition to our red account dedicated to the youth
segment, we launched the red plus card, a complimentary prepaid
card with multiple benefits; red plus prepaid cardholders can enjoy the
highest cashback offers and discounts at hundreds of restaurants and

Gulf Bank is rated
“A” by three
leading credit
rating agencies.

retail outlets. Finally, we introduced our innovative Mouj prepaid card,
the first prepaid card with a cashback feature.

We continue to invest heavily in providing an extraordinary experience for
customers. Today, our customers can open bank accounts in just under
a minute, marking a new era of digital banking services with the simplest
and fastest account onboarding process in Kuwait. We continue to invest
in our digital capabilities to create exceptional engagement across all
touch-points throughout the customer journey, while maintaining the
highest standards of privacy and security.

At the beginning of 2021, we announced yet another milestone for our
flagship AlDanah draw prizes. In addition to the annual grand draw prize
of 1.5 million Kuwaiti Dinars, we also launched a remarkable increase
in the semiannual draw prize, which is now 1 million Kuwaiti Dinars. The
new draw prizes render Gulf Bank's AlDanah account one of the most
rewarding savings accounts of the year.

Our local footprint is also one of the largest in Kuwait. In addition to
opening our state-of-the-art branch in Crystal Tower, we also opened
a new branch at Kuwait International Airport, marking a total of 53
branches servicing the various regions of Kuwait. Our presence at the
airport throughout the day is part of our strategy to provide the best and
most convenient service experience for our customers. We will continue
our goal to optimize the Bank’s physical branch network, utilizing our
digital transformation journey while expanding our outreach in line with
Kuwait Vision 2035, ‘New Kuwait’.

Our Approach to Sustainability

Sustainability is an integral part of our strategy. We are committed
towards our stakeholders, community, and the overall economy. In this
respect, we are proud to announce that Gulf Bank issued its first official
sustainability report. The baseline report gives a consolidated view of
Gulf Bank’s contribution to sustainability development in the financial
sector. The report also provides a road map on how we plan to take
this initiative to the next level. Our approach has been based on several
sustainability-related frameworks including the Global Reporting
Initiative (GRI), UN Sustainable Development Goals (SDGs), and Kuwait
Boursa sustainability disclosures.

During 2021, we also participated in the ‘Diraya’ campaign, an awareness
campaign initiated by the Central Bank of Kuwait and the Kuwait Banking
Association to educate customers about their banking rights. The
campaign aims to increase public awareness of the important role of
the banking sector, as well as the various services the sector provides.

Inaddition, we conducted and supported severalimportant ESG initiatives
during 2021, including various environmental, social and governance
initiatives. We will expand on some of these notable initiatives in the
sustainability section of this Annual Report and in our 2021 Sustainability
Report.

Today, our
customers can
open bank accounts
in just under a
minute, marking a
new era of digital
banking services in
Kuwait.

Sustainability is
an integral part
of our strategy...
In this respect,
we are proud to
announce that
Gulf Bank issued
its first official
sustainability
report.
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CHAIRMAN'S STATEMENT )

Recognition

As a testament to our efforts in asserting our position as the leading Kuwaiti Bank of the Future, we are delighted to
be receiving awards from several prestigious organizations.

During the year, the Bank received the award of ‘Best Innovation in Customer Experience’ by the Future Enterprise
Awards 2021. This award was received in recognition of our recent transformation journey that has embraced a
multi-experience approach, strengthened our market differentiation, and enhanced both the customer and employee
experience.

This year, Gulf Bank also won four awards in the 9th edition of the Kuwait Innovation Award. The awards were a
recognition of the Bank's creativity and innovation across various fields including: ‘Best Marketing Manager’, ‘Best
Sustainability Initiative” for our Gulf Bank 642 Marathon, ‘Best National Work’ for our National and Liberation Day
advertisement, and ‘Best Direction” award for our flagship product, the AlDanah millionaire draw.

Thanking our Stakeholders

On behalf of the Board of Directors, | would like to express my gratitude to HH the Amir Sheikh Nawaf Al-
Ahmad Al-Jaber Al-Sabah, and HH the Crown Prince, Sheikh Meshaal Al-Ahmad Al-Jaber Al-Sabah, for their
wise leadership and vision. | would also like to extend my appreciation to the Central Bank of Kuwait and the
Capital Markets Authority for their dedicated efforts in supporting and promoting Kuwait's banking sector.

I would also like to express my deep appreciation to all our customers, partners, and shareholders for their
support throughout 2021, and to our board members, management and employees for contributing to our
Bank's journey of success.

Jassim Mustafa Boodai
Chairman

A
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SUSTAINABILITY )

At Gulf Bank, we are spearheading a new approach to the sustainability
issues that matter the most to our stakeholders and local community,
with a goal to advocate for a culture in which sustainability issues are
transparently and responsibly discussed, handled, and acted upon. We
cover the four sustainability dimensions of Workplace, Marketplace,
Community, and Environment within the three key elements of our
Environment, Society, and Governance (ESG) sustainability framework.

We believe that integrating sustainability and ESG considerations
into our practices and activities will enable us to further strengthen
our customer experience, offering resilience in the face of salient
marketplace conditions and demands, and positioning us as a key leader
of sustainability and ESG initiatives among local and regional financial
institutions.

Our Sustainability report has been developed in accordance with the
Global Reporting Initiative (GRI) framework as it is the main sustainability
reporting framework. The report is also built on a foundation of several
international and national frameworks and enablers, including, the
United Nations’ Sustainable Development Goals (SDGs), Women’'s
Empowerment Principles (WEPs), Kuwait National Development Plan
(KNDPJ, and Boursa Kuwait’s sustainability disclosures. In line with the
GRI's best practices, we have also conducted a materiality assessment
to examine issues that are significant to our stakeholders and ensure
adequate disclosure accordingly.

Environmental Sustainability:

Gulf Bank Adopts Innovative, Sustainable Approach to Office Printing:

e Gulf Bank spearheaded a new initiative to consolidate printers with
the aim to enhance Gulf Bank’'s customer service by increasing
printer mobility, allowing staff to print necessary documents from
any location. The latest initiative also aims to reduce wasteful
printing by encouraging users to shift to digital practices whenever
possible.

Gulf Bank Affirms its Commitment to Environmental Sustainability
& Distributes Recyclable Bottles to All Employees:

e As part of its commitment to environmental sustainability and
preservation, Gulf Bank distributed high quality reusable water
bottles to all employees across the Bank’s various branches and
departments. The initiative aims to reduce the use of single-use
plastic and paper cups, encouraging employees to opt for reusable
water bottles instead.

Gulf Bank Participates in Beach Clean-Up and Earth Hour

e Gulf Bank led an extensive community and environmental clean-up
campaign to clean up Bnaider Beach in Kuwait, in cooperation with
the international environmental organization, Trash Hero, and as
part of its commitment to preserving the environment.

¢ As well, Gulf Bank participated in “Earth Hour,” with the aim of
reducing energy consumption and raising awareness about the
dangers of climate change.

oy

i,

SUSTAINABLE
DEVELOPMENT

GOALS

WIDMEN'S
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Sustainable
approach to office
printing aims to
reduce waste.

Distributing
recyclable bottles
to all employees
aims to reduce the
use of single-use
plastic and paper
cups.

Gulf Bank Sponsors & Speaks at The Scientific Center’s Virtual
Eco-Summit:

e Gulf Bank’s participation in The Scientific Center’s Eco-Summit
highlights the pivotal role that the banking sector plays in achieving
sustainability. Gulf Bank highlighted its various sustainability initiatives
at the environmental, community, and economic levels, which include
partnering with national firms to recycle paper and plastic.

Social Sustainability:

Gulf Bank Holds Seventh Edition of ‘Gulf Bank 642 Marathon’

¢ The Gulf Bank 642 Marathon, one of the biggest social and sporting
events in Kuwait, was held with more than 7000 participants at
the starting line, from 93 nationalities, and with 350 organizing
volunteers on the exciting sports and family day.

e The Gulf Bank 642 Marathon is distinguished by its Bronze Label
from World Athletics, which is only given to only 128 marathons
globally and is the only marathon in Kuwait that has the Bronze
accreditation. The marathon is also recognized by The AbbottWMM
Wanda Age Group World Rankings, which is a global age group
marathon ranking system.

Gulf Bank Supports United Nations” “Orange the World” Initiative
to End Violence Against Women and Organizes Wellness Day

¢ Gulf Bank is participating in “Orange the World,” a global initiative
launched by the United Nations to eliminate violence against
women. Throughout the campaign, Gulf Bank is illuminating its
main building orange in support of efforts to eliminate violence
against women and champion broader human rights efforts.

o Aswell, Atthe end of October, Breast Cancer Awareness Month, Gulf
Bank organized a day of health-focused entertainment activities for
more than 250 employees and members of the general public at Al
Shaheed Park. The activities included a yoga session, a walkathon,
and a panel discussion that focused on the importance of mental
health in the lives of breast cancer patients.

Gulf Bank Launches New AJYAL Tech Program for Technology
Enthusiasts

e Gulf Bank is launching its new AJYAL Tech program, a
comprehensive coding and digital technology learning journey for
Kuwaiti youth who have a passion for technology.

e The new program is part of Gulf Bank’s strategy for the year 2025,
which aims to provide customers with an unprecedented banking
experience based on digital transformation. The launch of the
new program marks yet another milestone by the Bank to train
local youth in the latest technology trends and to ensure future
employees remain at the forefront of digitization.

+7000 Participants
350 Volunteers

At Gulf Bank 642
Marathon.

The new AJYAL Tech
program is

a comprehensive
coding and digital
technology learning
journey for Kuwaiti
youth.
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SUSTAINABILITY )

Gulf Bank Hosts World-Renowned Data Expert at First Standalone
Data & Analytics Program in Kuwait

e Gulf Bank hosted a training session for its employees led by Dr.
Thomas Redman, a world-renowned expert in data quality and data
analytics who is also known world-wide as the “Data Doc.” The
training session was held as part of Gulf Bank’s recently launched
Data Ambassadors program, which will train 142 employees across
various departments in key data quality and analytics. The new
program aims to upskill and empower employees to use advanced
data science in order to enhance the Bank's offerings and services.

Gulf Bank Supports Diraya Campaign as Part of Commitment to
Economic Sustainability:

e As part of its commitment to educating customers about their
banking rights and raising awareness about cybersecurity, Gulf Bank
participated in the Diraya campaign, an awareness campaign initiated
by the Central Bank of Kuwait and the Kuwait Banking Association.

e The latest campaign aims to promote a culture of financial literacy,
saving, & investment in light of an evolving banking industry.

Gulf Bank Highlights Local Startup Successes and Challenges in New
Podcast, “Let’s Talk Business”

e Gulf Bank’'s new podcast highlights the little-known origin stories
behind some of our favorite local brands

e The program, hosted by Tareq Al-Saleh, Deputy General Manager of
the Economic Research Unit at Gulf Bank, presents entrepreneurial
stories within a simplified economic framework, targeting budding
entrepreneurs who are considering starting businesses of their own.
The Bank’s new podcast is part of its overarching strategy of fostering
economic and community sustainability in Kuwait.

Gulf Bank Wraps Up Employee Vaccination Campaign, with 84% of
Staff Vaccinated In cooperation with the Ministry of Health

e Gulf Bank announced it has vaccinated 84% of its 1,834 employees
against the novel coronavirus, with staff members across all
departments at the Bank having now received the COVID-19 vaccine.
Gulf Bank achieved this milestone after successfully wrapping up an
internal staff vaccination campaign launched in partnership with the
Ministry of Health, in the interest of the collective safety of the Bank’s
employees and customers.

Gulf Bank Partners with MGRP for Virtual Career Day Webinar

e As part of Gulf Bank’s commitment to spearheading Kuwaitization
efforts & developing local job opportunities

e During the course of the virtual career fair, Gulf Bank’s Human
Resources team met with multiple ambitious young men and women
who wished to join the banking sector.

142 Employees
participated in the
Data Ambassadors
Program, which
aims to upskill
and empower
employees to use
advanced data
science.

Diraya Campaign:
Committed to
educating customers
about their banking
rights and raising
awareness about
cybersecurity.

84% of staff
vaccinated against
coronavirus
successfully.

Gulf Bank partners

with MGRP for Virtual

Career Day Webinar
developing local job
opportunities.

Gulf Bank Sponsors Lei Wa Lakom Podcast:

e Gulf Bank has announced it is sponsoring “Lei Wa Lakom,” a digital
talk show highlighting women'’s voices and female success stories

e The program is dedicated to providing insightful content directed
primarily to working women who seek to develop and improve their
society and environment.

Gulf Bank Sponsors National Union of Kuwaiti Students (NUKS) New
Student Orientation:

e In August, w Bank also sponsored the National Union of Kuwaiti
Students (NUKS) new student orientation for high school graduates
as part of its promise to support and empower Kuwaiti youth.

Governance Sustainability

At Gulf Bank, we have established various standards of governance
practices that aim to uphold our principles of accountability, ethics and
corporate responsibility. The structure of our corporate governance
entails a unique agility and ensures oversight of the Bank’s higher
management and key persons on both financial and non-financial
issues. Additionally, the Bank’s governance practices allow our business
operations to be conducted in a responsible and ethical manner that
serves the best interests of our customers, shareholders, employees,
and other stakeholders.

As part of our first sustainability report, we have disclosed details on
Gulf Bank’s governance practices, including information on the Board
of Directors, our compliance with regulations, our risk management
approach and business continuity plan, our adopted policies, and several
other topics.

Lei Wa Lakom
Podcast is dedicated
to providing insightful
content directed
primarily to working
women.
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GULF BANK STRATEGY 2025 »

Gulf Bank’s strategy is based on simple and innovative services that facilitate customers’ lives and achieve
sustainable growth, with the aim of cementing the Bank’s position as the leading Kuwaiti Bank of the Future.
The Bank new strategy aims to provide customers with an unprecedented banking experience in Kuwait,
based on digital transformation processes already underway both at the customer service level and internal
operations level. The focus of Strategy 2025’ is on:

e Promoting selective growth in the corporate banking and SME segment by expanding our product range
and services.

¢ Growing Consumer banking market share, while supporting the youth, women and affluent client segments, and.

e Developing the Bank’s digital banking platforms in order to improve services and increase competitiveness.

Strategic Pillars

Digital Banking

Corporate Banking

@)

Digital
Transformation

/({ Treasury

‘@ Wealth
Digital Transformation Strategic Focus

4 <

/» Consumer Banking

v

» Use Advance Data Science to improve
engagement with customers and grow market
share.

Improve sales and service levels by identifying
profitable segments under consumer banking.

v

Develop business with the affluent segment by

» Upgrade of the Core Banking System, which providing premium services.

will introduce new products, services and
features including Omni-channel initiative.

v

Expand product range, transaction banking,
corporate finance and include small and mid-

» Install new Treasury System to cater for . .
sized enterprises.

the Full Treasury Trade Cycle and introduce
new automation, products, robust credit and
market risk limits monitoring, in addition to
seamless operational back-office services.

v

Expand footprint outreach in-line with Kuwait
Vision 2035 “New Kuwait”.

» Optimize physical branch network utilizing the
Banks’ digital transformation journey.

To ensure the success of this strategy, Gulf Bank has set the foundation to foster a performance-driven
culture, introduce new technology solutions and adopt world-class risk management practices. This is
facilitated through new Core Values of being ‘Ambitious’ in providing the best solutions, engaging our ‘People’
to provide customer excellence and to serve the community, by individually taking ‘Ownership’ to stand up
to our challenges and by removing unnecessary complexities to make our banking enjoyable with ‘Simple’,
efficient and elegant solutions.

Gulf Bank is committed to maintaining a robust sustainability program at the community, economic, and
environmental levels through sustainability initiatives that are strategically selected to benefit both the
country and the Bank.

Vision and Mission
Vision
To be the leading Kuwaiti bank of the future.

Mission
To provide customers with simple and innovative services, in order to enable sustainable
growth.

Core Values

Ambitious

We are ambitious in meeting the challenges of the future, and in providing the best banking
solutions.

People

We engage, empower and develop our people in order to provide customer excellence and to
serve the community.

Ownership

We individually take ownership before we hold anyone else accountable, we stand up to our
challenges and support each other as one family.

Simple

We strive to remove unnecessary complexities in our processes to make banking enjoyable for
our customers. Solutions that are simple, efficient and elegant.

@
®
®

21
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OPERATING ENVIRONMENT »

2021 - Mixed bag with green shoots

Amid persistence of COVID-19 and efforts to increase vaccine
penetration, the world adapted to operating with the restrictions
warranted by the pandemic in 2021 and has set out on the path to
recovery. Countries alternated between appropriate curbs in the event
of increase in COVID-19 cases and cautious reopening with decline in
cases. However, spread of Delta variant of COVID-19 and supply chain
disruptions have kept a lid on the pace of global recovery. Emergence of
Omicron variant towards the end of 2021 has been a reminder that the
world is not yet out of the woods with COVID-19. However, amid reports
of lower severity of the variant, governments are taking steps to handle
its impact through emphasis on booster shots of vaccine and through
imposition of restrictions as required. IMF expects global GDP to grow
by 4.9% y/y in 2022, following a growth of 5.9% y/y in 2021.

Global overview on the year 2021 and its major events

COVID-19 continued to dominate headlines in 2021 as its highly
transmissible Delta variant spread across countries. While
monetary policy measures were largely maintained, some
additional fiscal stimulus was introduced early in the yearincluding
a USD 1.9 trillion in U.S and USD 91.7billion from U.K." Progress
on vaccination differed across nations. In advanced economies,
about 70% of the population is vaccinated while less than 4% of
the population has been vaccinated in low-income countries, with
shortages in vaccine supply, limited access and vaccine hesitancy
contributing to lower coverage.?

Figure: Vaccination rate (as % total population that has received at least single vaccine dose)
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Global financial markets were positive for the year on the back of
economic recovery, and strong earnings report by companies. However,
shift to a more hawkish stance by central banks and rise in inflation have
kept investors edgy. Inflation and rate hike expectations also resulted in
increase in yields in bond markets with U.S 10-year treasury increasing
by 59 bps during the year to reach 1.52%. U. K's long-term potential
economic activity, as measured by real GDP growth, is expected to be
reduced by 4% due to Brexit amid lingering issues such as fishing row
stalemate with France.® U.S-China trade tensions, although moderate,
remained, with China’s lack of compliance with Phase 1 trade deal and
U.S cancelling license of China Telecom on security concerns. China
follows a zero COVID-19 policy which involves complete lockdown of town
and cities to arrest COVID-19 outbreaks. Compared to the double-digit
returns in global equity markets, gains in China’s equity markets were
muted due to regulatory clampdown on various sectors ranging from tech
to property, in addition to power crunch owing to shortage of coal supply.
Following a policy move to limit debt levels in the real estate sector, the
country’s heavily indebted sector saw defaults by some developers. Debt
crisis at its leading property developer, Evergrande, was closely watched
for its spill over effect on the financial system and the economy.

Inflation reared its head during the year, reaching multi-year highs,
on release of pent-up demand and supply side pressures. A myriad of
factors has contributed to the stress on supply side. Some prominent
ones include disruption in shipping due to shortage of containers and
labour, COVID-19 related closure of international borders, soaring
energy prices on lower reserves and shortage of semi-conductor chips
that has impacted production of automobiles and digital devices. While
major central banks highlighted the base effect and noted inflation to be
transitory, there has been growing concerns about its stickiness towards
the end of the year. With the economic recovery underway, central banks
are looking to unwind monetary stimulus and hike interest rates. Bank
of England raised its benchmark interest rates to 0.25% from 0.1% in
December 2021, citing more persistent inflation outlook and a tighter
labour market, becoming the first major central bank to increase rates.

Figure: Consumer price inflation (Average prices, yearly change)
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oil

OPEC + countries has agreed to increase in the baseline production quotas
from May 2022. In case of sustained demand for oil, this could translate to
improvement in Kuwait’s oil revenues. U.K plans to strike a trade deal with
GCC, which could improve trade ties between the countries. Saudi Arabia
would not be granting tariff exemptions to imports from free zones in GCC
and requires companies operating in the country to set up headquarters in
Riyadh by 2024 to be eligible for government contracts. These measures
are broadly perceived to be its efforts to become the business hub in the
region and signal increased economic competition with UAE. Kuwait and
India have signed a MoU that brings Indian domestic workers in Kuwait
within the legal framework.

Oil posed a stellar recovery gaining 50.2% in 2021 as countries reopened
economies and relaxed travel restrictions. Tighter supply on phased
increase in output by OPEC+ even as U.S called for faster increase and
slow rebound in U.S shale output have also supported prices.

Prices of other energy sources surged with natural gas prices in
Asia increasing by about 200% and international coal prices doubling
annually as of December 2021.* In addition to increase in demand, low
reserves and lower renewable energy output due to weather related
events, unexpected supply outages, and lesser natural gas supplies
from Russia to Europe have been some reasons for the surge. Such
steep price increase is expected to encourage a switch to oil and has
further brightened its demand outlook.

Kuwait Economy 2021

Figure: Kuwait 2021 in Numbers

0.9% 74.3% 13.3%

GDP Population fully Y-o-Y growth in
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2021 December 2021) December 2021

Source: IMF, World Bank, CBK, MEED, Refinitiv

While there had not been an extended lockdown in Kuwait as in 2020,
measures such as partial curfews, entry of only vaccinated individuals
into malls/restaurants, and suspension of flights had been imposed
in the event of increase in cases, followed by easing of restrictions on
decline in cases. In October 2021, on the back of record low cases,
precautionary restrictions were also lifted. However, emergence
of Omicron variant towards end of the year led to reimposition of
some restrictions. Vaccination has also progressed with 74.3% of the
population reported to have been fully vaccinated as of December 2021
and 8.8% of the population receiving booster dose.® Policy responses
undertaken to soften the impact of the pandemic include USD 2bn
bonus to front line staff battling COVID-19, a second loan deferrals on

4 Reuters, MacroMicro
5 Our World in Data
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Kuwait All Share
Index gains in 2021

consumer and installment loans for a period of 6 months from April
2021 and guarantees for local banks to provide financial assistance
to affected businesses. The population of expats continued to show a
declining trend under the impact of COVID-19 and Kuwaitization, with a
drop of 56,300 in H1 2021.¢

Consumer spending is recovering, posting a 39% y/y increase for the
first 10 months of 2021.7 Business sentiment seems to be optimistic
with CEOs being confident of growth in the upcoming 1-3 years.® Credit
growth has been at 6.6% y/y as of December 2021, led by increase in
credit offtake in oil & gas, industry, and consumer credit at 14.3%,
15.7% and 13.3% y/y respectively.” Real estate sales recovered to pre-
pandemic levels registering KD 2.86bn in 9IM 2021."° The recovery was
led by residential segment while there is some lingering weakness in
commercial and investment segments.

Sovereign Credit Ratings Update and Impact

With Kuwait yet to pass a new public debt law, following expiration of
its earlier one in 2017, the country’s rating was revised during the year.
Kuwait's credit rating was downgraded by S&P to A+ from AA-, citing
persistent lack of funding strategy to address sizeable government
deficits. As the ratings of banks and companies are capped by that
of sovereign rating, their respective ratings have also undergone a
downward revision. Fitch revised its outlook to negative citing liquidity
risk owing toimminent depletion of General Reserve Fund in the absence
of the debt law.

Government Finances and Project Awards

Kuwait’'s budget deficit for FY20/21 was at KD 10.8bn (USD 35.5bn],
the highest in its fiscal history owing to the sharp drop in oil prices
under the impact of COVID-19. In January 2021, Kuwait had adopted
an expansionary budget for FY21/22 and had forecasted a deficit of KD
12.1bn, assuming an oil price of USD45/bbl. However, improvement in oil
prices over the year could aid in lowering deficit. Additionally, increase
in oil production in line with OPEC+ agreements could also lend support.
The country had also taken measures to contain its expenditure such as
directing its ministries to cut spending by 10% or more. Supported by
these, budget deficit for the months April-October 2021 had amounted
to KD 1.2bn. IMF expects Kuwait to post a fiscal deficit of 1.5% of GDP in
2021 and a surplus of 1.0% of GDP in 2022.

Capital spending had dropped by 27% y/y in FY 20/21 under COVID-19’s
impact. It is budgeted to be KD 2.6bn in FY21/22,0f which KD 0.9bn has
been spent during April-October 2021." The total value of the projects
awarded for 2021 reached about KD 1.5 billion, up by 13% y/y."? Kuwait
has approved about 18 projects for FY2021/22 worth KD 19.6bn including
4 PPPs worth KD 988mn."* While COVID-19's impact has contributed
to delay in projects like Silk City, rail network and airport expansion,
allocation of funds for these projects have reportedly been approved in
FY2021/22.

6 PACI, Gulf Business 10 Ministry of Justice

7 Knet 11 World Bank, MoF Kuwait
8 KPMG Survey of 30+ CEOs in Kuwait 12 MEED Projects, RSM Global
9 CBK 13 Zawya

Policy responses
undertaken to
soften the impact
of the pandemic...
a second 6 months
loan deferrals on
consumer loans
was introduced in
April 2021.

Kuwait had
adopted an
expansionary
budget for FY21/22
and had forecasted
a deficit of KD
12.1bn.
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Banking Industry

With gradual reopening of economy, banking sector’s performance has
improved in 2021. Net income for listed banks increased back of lower
provisioning and higher fee income. Loan deferrals on consumer and
instalment loans, subject to conditions, were reinstated for a period
of six months from April 2021. While Banks continued to remain well
capitalised.

Figure: Kuwait Banking Overview

77,058 45,345 53,581
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+5.1% +6.6% +2.5%

Dec-20 Dec-21 Dec-20 Dec-21 Dec-20 Dec-21
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Source: CBK

Gross Credit Facilities (KD million) Total Deposits (KD million)

Inline with U.S Fed, Kuwait maintained its policy rate unchangedat 1.5%  |n line with U.S Fed,

!n 2021. U.S Fed has begun to gradually taper its stimulus .Of USD 120bn Kuwait maintained its
in asset purchases from December 2021 and plans to end its purchases }

by March 2022. The Fed also expects to hike interest rates by three pOlICY rate unchanged
quarters percentage point in 2022, from the current range of 0.00%- at 1.5% in 2021.

0.25%. As U.S Fed’s policy action is also a key input in Kuwait's decision

on interest rates, the country might see a rate hike in 2022.

Stock Market Performance

Kuwait markets were positive for the year, gaining by 27.0%. The Kuwait markets were
market performance was supported by increase in oil prices, recovery positive for the year,
in corporate earnings and re-opening of the economy. Three companies . . by 27.0%

were listed during the year Jassim Transport & Stevedoring Company, gaining by - /0.
Al-Safat Investment Co. and Land United Real Estate Company. Key
capital market highlights include issuance of Environmental, Social and
Governance (ESG) reporting guide by Boursa Kuwait and issuance of the
market’s first tradeable pre-emptive rights in the capital increase of
Jazeera Airways.

Looking Ahead To 2022

Though much still depends on the trajectory of the COVID-19, global growth is expected to be at 4.9%, supported
by increased vaccine penetration'™. Path taken by central banks on withdrawal of stimulus and interest hike
would also be key determinants for the performance of financial markets and broader economy. Optimistic
estimates suggest oil prices to reach USD 110-120 per barrel in early 2022 on expectation of an increased
demand for heating in the winter and jet fuel demand.™

Kuwait’'s GDP is expected to grow by 4.3% in 2022.'* Phased improvement in oil production in line with OPEC+
agreementand increase in baseline production quota from May 2022 are likely to support oil GDP. Improvement
or stabilization of oil prices in a healthy range could strengthen government finances and in turn boost public
investment and support non-oil GDP growth. For banks, lower provisioning and better credit uptake amid a
favourable economic environment and possible hike in interest rates could translate to improved profitability.
In all, expected progress in vaccination through campaigns, countries’ adaptation to COVID-19 and recovery in
oil prices offer cause for optimism in 2022.

14 IMF
15 BoFA, Goldman Sachs
16 IMF
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Theyear 2021 is a tale of two halves, were we started the year with a new surge in COVID cases and unfortunately
daily fatalities. This has led healthcare officials and government to increase the precautionary measures to
control the situation from further deterioration. Partial curfew and further restrictions on businesses were
imposed, in addition to closure of Kuwait airport. However, by early June most restrictions were lifted, helped
by the acceleration in the rollout of vaccination efforts, and airport s fully operational for vaccinated individuals.
The resumption of economic activities with businesses returning to full capacity and oil prices rising, has in
turn improved the confidence, economic outlook and boosted consumer spending and growth prospects here
in Kuwait.

Despite all these shifting waves between restrictive and normalized environment, Gulf Bank has weathered it
well and continued to support the clients through the Bank seamless and optimized omni channel services,
assisted by the Bank’s digital transformation of most of its major activities. Gulf Bank managed to grow the
business in both the corporate and consumer segments without hindering the quality of the Bank portfolio
which remained resilient.

Business Model

Corporate
Banking

Consumer
Banking

Business
Model

Treasury and
¢
Investment

Gross Loans by Segment 31/12/2021

B Consumerloans 39%

B Corporate Loans  61%

Corporate Banking

Gulf Bank's Corporate Banking business model is designed to serve a broad
range of client segments, including family conglomerates, multinationals,
government entities, specialized commercial and contracting businesses,
and small and medium-sized enterprises (SMEs).

Through Corporate Banking, we continue to focus on growing and
strengthening our relationship with our customers by offering them
maximum support through our dedicated and experienced-industry focused
relationship teams. We continue to invest in our full-fledged specialized
digital platform, which was designed to serve our Corporate Banking
customer base. The platform enables our customers to transact efficiently
and at their convenience.

To further promote growth, this year Corporate Banking focused on 1)
attracting new bank customers, which have contributed to our asset growth,
2] continuing to develop the Bank's digital banking platforms to provide the
Bank with the competitive edge required to compete in the banking industry,
3) enhancing our product offerings and services with a primary focus on
Small and Medium-sized Enterprises.

Gulf Bank continues to strive to engage with the SME segment and provide
products and services that cater to their requirements. During the year, we
continued to provide our support to SME businesses that remain adversely
impacted by the Covid pandemic. The Bank has communicated with the
enterprises and advised them on the government guarantee loan program.
Also, the Bank for the first time collaborated with a Kuwait SME Business
Advisory to provide advisory support for SMEs whereby clients can take
benefit from obtaining post-pandemic advisory services.

Gulf Bank is proud to have embedded digital elements into our onboarding
process, especially allowing our SME customers to digitally onboard and
apply for a range of the Bank’s merchant services, cards and financing
solutions.

As part of Gulf Bank's overall efforts to provide the best customer
experience, Corporate Banking has embarked on a digital transformation
initiative across all banking channels, which will enable the Bank to
transition from a multi-channel to a centralized omni-channel structure.
Corporate Online Banking platform is undergoing a complete upgrade
of its current functionalities, and introduction of new services, including
the complete self-onboarding of corporate clients, the initiation of all
trade finance services with a live status update of all requests, launch of
a mobile application dedicated solely to our corporate and SME segment.
The corporate client will have a secure and convenient electronic banking
experience with the utmost ease and flexibility.

Our digital transformation strategy has helped companies to compete
better in an economic environment that is constantly changing in response
to technology evolutions.

Arising from Gulf Bank'’s belief that our people remain our key capital, we
continued investing in young executives by fully sponsoring their executive
education at renowned, top-tier business colleges worldwide, and attracted
new Kuwaiti talents to increment our growth potential.

Corporate Banking
focused on:

1) attracting new
bank customers,
2) continuing to
develop the Bank’s
digital banking
platforms,

3) enhancing our
product offerings
and services.

Our digital
transformation
strategy has
helped companies
to compete better
in an economic
environment

that is constantly
changing in
response to
technology
evolutions-

31

M3IIAFY J1931VYH1S

M3IAY3IA0 SSANISNE

JFONVNYIA09

INIFNILVLS TVIONVNIL




32

MANAGEMENT REPORT p

Consumer Banking

Gulf Bank achieved an outstanding performance for the year 2021, which
reflects the remarkable progress in our plans to achieve growth and
excellence. Our Bank continues to accelerate towards a complete digital
transformation and is leading the way in Kuwait's banking sector.

We have opened new branchesin key locations such as Kuwait Airport and
others, in addition to upgrading the level of services provided. We have
also launched many products that transcend customers’ expectations.

During this year, the Bank's focus was on appointing young nationals
and encouraging them to join the banking sector by providing specialized
educational programs and qualifying them to assume leadership
positions in the Bank.

In 2021, we have also launched a new strategy with a media campaign
bearing our new message, “forward together”. This embodies our belief
and confidence in the dreams and aspirations of our customers and
youth. It expresses our vision that has been admired by everyone and
has had a great impact in reformulating the role of the bank in society.
Gulf Bank is not only a financial institution, but also a part of the growth
process, development, and the daily lives of customers. This media
campaign won the award for the best campaign in Kuwait from Middle
East Public Relations Association [MEPRA).

Gulf Bank also possesses many competitive advantages, which are
represented in the wide network of branches and flexibility. By adopting
the latest technologies and developments, the bank acquired a large
Kuwaiti customer base, which allow us to continue reaching new heights
based on our values and principles.

Gulf Bank has proven the effectiveness of its digital transformation
strategy, which has contributed to an increase in online banking and
mobile app transactions by 130%, an increase in transfers from other
banks by 87%, and an increase in salary transfers to the bank by 20%.

The AlDanah Millionaire Account was also successful in achieving the
dreams of many with annual prizes amounting to KD 2,800,000, including
a grand prize of KD 1,500,000. The bank also launched a lot of special
offers for youth, in addition to the “best” service and the “priority”
service for customers.

We have also launched multiple new and innovative products to provide
the most technologically advanced solutions and innovative banking
services. These include the Rose Gold card for women, the red plus card,
the first prepaid global cashback card for youth, the Mouj card, the first
prepaid cashback card in the Middle East, and Samsung Pay contactless
payment for smoother and safer purchasing transactions.

Treasury and Investment
Treasury

The Treasury team continued to execute on its plan from last year,
further optimizing the Bank’s balance sheet, supporting asset growth,
diversifying funding sources and reducing funding costs. On the Trading
and Sales side, the volumes were higher as the economy reopened and
trade flows resumed.

In response to evolving business needs and in line with the bank’s vision
in digitization and automation, the Bank went live in June 2021 with the
MX.3 Treasury platform in collaboration with Murex, the global leader in
trading, risk management and processing solutions for capital markets.

The Bank’s focus
was on appointing
young nationals and
encouraging them
to join the banking
sector by providing
specialized
educational
programs and
qualifying them to
assume leadership
positions in the
Bank.

Gulf Bank has
proven

the effectiveness
of its

digital
transformation
strategy, which has
contributed to an
increase in online
banking and mobile
app transactions by
130%.

The Bank went

live in June 2021
with the MX.3
Treasury platform
in collaboration with
Murex.

The platform implementation is a transformative step for Gulf Bank as
it develops and automates its treasury and capital markets systems.
It is a full-fledged system that consists of front-to-end functionalities
covering the front, middle and back-office. Subsequently, the Treasury
will be gradually expanding its product offering and hedging solutions
to the bank’s clients.

Financial Institutions and Sovereign

The Financial Institutions and Sovereigns team provides a wide range
of banking services through its longstanding and well-established
partnerships with global and regional correspondent banks.

The department’s key relationships with leading partners provides the
Bank’s Consumer and Corporate clients with efficient solutions, secured
trade services and Straight Through Process (STP) global payments, while
complying with local and global regulations. The high-quality relationship
coverage allows the Bank to provide the Consumer and Corporate clients
with an international reach through our local presence.

With the gradual recovery post COVID-19, the unit has gone back to
growing it asset book through new deals, mostly focused on the region.
The growth was achieved through a selection of high-quality assets in
line with the banks’ risk appetite through origination and participations
in syndications both in primary and secondary markets. Today the
portfolio is aligned with the Bank’s risk appetite, with the best possible
returns and under the most efficient capital consumption.

As part of the Treasury group, the unit also assists in identifying and
onboarding new sources of funding to further diversify and widen the
bank’s customer deposit base.

Investment

The key focus of Gulf Bank’'s Proprietary Investment activities is to
support the liquidity needs of the Bank, diversify income streams, and
generate returns within the Bank’s risk appetite. In 2021, the activity
was mostly focused on managing the existing investment portfolio
considering the new developments related to Covid-19 pandemic and
the ongoing low rates environment.

On the other hand, Gulf bank is licensed by the Kuwait Capital Markets
Authority, to offer investment products to the Bank clients. Gulf Bank’s
Fiduciary activities include carrying out portfolio management services,
custody services, investment controller and investment advisory. The
Bank also acts as a selling agent,

The Bank has been advising a diversified client base that includes both
Retail and Wealth Management clients by offering them vast investment
products and services that suit their needs and risk tolerance. The
investment offerings range from local, GCC and international markets,
in different asset classes such as Equities, Bonds, Funds & ETFs.

In addition to acting as a selling agent for several leading local
Investment houses, Gulf Bank has its own Flagship investment digital
platform named "WISE". “WISE" offers the clients to invest in global
markets through Exchange Traded Funds (ETFs). The key focus of WISE
being a digital platform is to continuously add new features, portfolios,
and ensuring it meets the dynamic client investments requirements.

In accordance with the bank’s strategy and in alignment with Gulf
Bank’s vision of creating a well-rounded seamless customer’s journey
embedded with technological solutions, “WISE" has recently introduced
to the customers an international investment portfolio in compliance
with the Shariah law, and an Income generating portfolio.

WISE"” offers

the clients to
invest in global
markets through
Exchange Traded
Funds (ETFs)...
Ensuring it meets
the dynamic client
investments
requirements.
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MANAGEMENT DISCUSSION & ANALYSIS

David Challinor
Chief Financial Officer

The Bank reported a net profit of KD 42 million and earnings per share of 14 fils for the year ending 31
December 2021 compared to a net profit of KD 29 million and earnings per share of 10 fils for the year ending
31 December 2020. The Board of Directors is recommending a cash dividend of 7 fils per share and 5% bonus

shares for shareholders’ approval at the Annual General Meeting for the year 2021.

The increase in net profit of KD 13.3 million compared with the prior year driven by three positive factors.
First, the Bank had a higher net interest income of KD 7.5 million as a result of loan growth and decline in cost
of funds. Second, as economic activity regained momentum so did fees and foreign exchange income which
improved by KD 4.9 million, and third, total provisions reduced by KD 16.5 million. However, these positive
drivers were partially offset by an KD 14.3 million increase in operating expenses.

Gross Customer Loans increased by KD 454 million or 10%. The consumer segment continued to see strong
growth, up nearly KD 206 million or 12%, while the corporate segment growth recovered this year, where it
grew by 9% to reach KD 2.9 billion as of year-end 2021 after a contraction in year 2020 due to lower credit
demand from our corporate customers in 2020.

The Bank’s non-performing loan ratio for the year-end 2021 stood at 0.9%, moving from 1.1% reported for the
year-end 2020. Additionally, the Bank has ample provisions and a coverage ratio of 615% for year-end 2021.

At the end of 2021, total provisions on credit facilities were KD 300 million compared with KD 189 million
of provisions required under IFRS 9 accounting. Thus, the Bank held excess provisions of KD 112 million,
representing 37% of total provisions. This is the fourth consecutive year end since IFRS 9 was introduced
where the Bank’s excess credit provisions exceeded KD 100 million.

The Bank's Tier 1 ratio as of 31 December 2021 reached 14.46%, 496 basis points above the regulatory minimum
of 9.5%. The Bank’s Capital Adequacy Ratio (CAR] was 16.72% as of 31 December 2021, 522 basis points above
our regulatory minimum of 11.5%.

As of or for the year ended December 31st (in KD milliona, except per share and ratio data).

Better/(Worse)
in 2021 vs. 2020

KEY FINANCIAL METRICS

Income Statement

Net interest income 132 125 6%
Non interest income 38 34 13%
Operating income 170 158 7%
Operating expenses 78 b4 (22%)
Operating profit 92 94 (3%)
Provisions / Impairment Losses 48 b4 26%
Net profit 42 29 46%
Earnings per share (fils) 14 10 40%
Dividends per share - Cash (fils)* 7 5 40%
*2021 DIVIDENDS SUBJECT TO ANNUAL GENERAL MEETING APPROVAL IN MARCH 2022.

Balance Sheet

Gross loans and advances to customers 4,838 4,384 10%
Total assets 6,556 6,113 7%
Customer deposits 4,304 4,034 7%
Total stockholders’ equity 666 637 5%
Average daily share price (fils) 235 229 3%
Key Financial Ratios

Return on average equity 6.5% 4.6% 195 bps
Return on average assets 0.7% 0.5% 20 bps
Net interest margin 2.1% 2.0% 7 bps
Non-performing loan ratio 0.9% 1.1% 19 bps
Provisions & Impairments / Average Total Assets 0.8% 1.0% 30 bps
Tier 1 capital ratio 14.46% 14.85% (39 bps)
Capital adequacy ratio 16.72% 18.25% (153 bps])
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Shown below are the major variances in net profit from 2020 to 2021 (KD millions):

0.7
(0.7) o7
4.9
16.5
75 (14.3)
42.1
28.8
Net Profit Net Interest ~ Fees/ Foreign Other Operating Total Taxes/ Other Net Profit
FY 2020 Income Exchange Income Income Expenses Provisions FY 2021

IFRS9 IMPLEMENTATION

The IFRS9 accounting standard on credit facilities was implemented by the Central Bank of Kuwait at the end
of 2018 and, as of year- end 2021, the Bank’s total credit provisions of KD 300 million were greater than the
IFRS9 requirements by KD 112 million.

Comparison between total provisions and IFRS 9 Expected Credit Losses

(ECL) on credit facilities: (KD Millions)

Provision on cash facilities 282 269
Provision on non-cash facilities 19 15
Total provisions on credit facilities (A) 300 284
IFRS 9 ECL on credit facilities (B) 189 172
Excess of total provisions over IFRS 9 ECL on credit facilities (C = A-B]) 112 112
Excess provisions as a percentage of total provisions (C/A) 37% 39%

ASSET QUALITY

Gross credit costs in 2021, defined as specific provisions plus write-offs, were KD 13 million lower (18%) than

2020.

Total provisions and impairment losses of KD 48 million were incurred in 2021, which represented 0.8% of
average total assets, compared to 1.0% reported in 2020.

PROVISIONS / IMPAIRMENT LOSSES (KD Millions)

Specific provisions

Write-offs

Gross credit costs

Recoveries

Impairment losses

Total credit costs and impairment losses
% of average assets

General provisions

Total provisions and impairment losses

Provisions and impairment losses (as a % of average total
assets)

Credit costs

% of average gross loans

56 bl (8)

0.5 6 (5)

56 69 (13)

(12) (10) 2

0.1 1 (1)

Lh 60 (16)
0.70% 0.97%

4 4 (1)

48 A (16)
0.8% 1.0%

[7A 59 (15)
0.95% 1.31%
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Jassim Mustafa Boodai

Chairman, Board of Directors

Chairman, Board Compliance and Governance Committee

Chairman, Board Credit and Investment Committee

Date of Appointment:

Chairman: March 4, 2020 - Present
Board Member: March 17, 2012 - March 3, 2020

Experience:

Vice Chairman and CEO of Integrated Holding Company K.S.C.P. Kuwait