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In the Name of Allah, the Most Gracious, the Most Merciful
Say, “Indeed, [all] bounty is in the hand of Allah - He grants 
it to whom He wills. And Allah is all-Encompassing and 
Wise”. (Quoted from Surat: Al-Imran: 73).
Praise be to Allah, and may peace be upon our Prophet, his 
family and companions.

Dear Shareholders,
Greetings, and May peace be upon you,

I am pleased, on behalf of my brothers and sisters, 
members of the board of directors, and myself, to present to 
you the Annual Report of Kuwait International Bank (KIB), 
and the audited financial statements for the year ended 
31st December 2014. The bank continuously managed to 
generate profits, notwithstanding the unfavorable economic 
conditions,  in the wake of the slump in oil prices during 
the second half of the year 2014, whereby the growth in 
the bank operating income by 8.6% amounted to KD 69.6 
million compared to KD 64.1 million in 2013. Further, our 
success was boosted with diversification of our operating 
income, ushered by our trend towards restructuring the 
bank business, for these income to be diversified and 
stable, clearly echoed by the financial  results , as an 
outgrowth of the bank diversity of its income and the growth 

in its customer base. Yet, KIB thrived to expand funding of 
several economic sectors and render its banking services 
to diverse sectors, such as the Construction & Building 
Materials, Oil, Gas and Energy, Trade and Infrastructure 
Works,  and concerned more in Small & Medium Enterprises 
(SMEs) through providing banking and financial services. 
Going forward, KIB expanded its branch network, which 
will reach 30 branches by the end of 2015. These branches 
will render service to considerable groups of customers 
in the governorates of the State of Kuwait, along with an 
extensive network of automatic teller machines (ATMs). 
KIB continued also to improve and diversify its retail 
operations rendered to Al-Dawli customers, and procure to 
make innovations in this service to attract new customers 
through determination of the targeted strategic segments 
and development of Al-Dawli products to meet the needs of 
all segments altogether.
As such, the net profits amounted to KD 13.7 million, and 
earning per share (EPS) reached 14.6 fils. The cash return  
increased by 50% to reach 3.6% against 2.4% in 2013. 
Total assets reached KD 1.66 billion compared to KD 1.50 
billion in 2013, i.e. an increase  by 11%. On the other hand, 
financing portfolio increased by 9% to reach KD 1.072 
billion approximately, compared to KD 980 million in 2013. 
Depositors Accounts  increased by 5% to reach KD 987 
million in 2014, compared to KD 939 million in 2013. Non-
financing income in 2014, excluding investment income 
amounted to KD 11.4 million, compared to KD 7.8 million 
in 2013, i.e. an increase by 46%. Fees and commission 
income in 2014 increased by 23% compared to 2013. 
Control indicators over expenses improved, whereby 
the costs to income ratio decreased by 5% compared to 
2013, which has positively reflected on the performance. 
This performance casts positive impacts and indicates 
favorable outcomes and indisputable sustainable growth 
rates, concerted with KIB business mechanisms.
On the other hand, Capital Adequacy Ratio according to 
Basel III reached 24.38%. These are deemed to be high 
ratios, exceeding those ones required by the requirements 
of the regulatory authorities, and reflect the strong financial 
position of the Bank, and the financial leverage ratio 
reached 11.56%.

Chairman’s Message
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In view of these  results, the bank’s board of directors 
recommended to distribute cash dividends of 9% of 
the nominal value of share (i.e. 9 fils per share), to the 
shareholders registered in the bank records at the date of 
the General Assembly and this recommendation is subject 
to the approval of the General Assembly of the Bank and 
regulatory authorities. .

Dear Shareholders,

In the framework of enhancing the best practices for sound 
management and implementation of corporate governance 
standards, and in order to implement the instructions 
issued by the Central Bank of Kuwait concerning Corporate 
Governance Rules and Regulations in Kuwaiti Banks, 
Kuwait International Bank continued to dedicate these sound 
practices by means of application of the best corporate 
governance practices. For this purpose, KIB, established 
an independent Corporate Governance Unit and accorded 
it with further entire independence, whereby its reporting 
line was transferred directly to the Board Corporate 
Governance Committee, and its main function was defined 
to ensure the implementation of corporate governance and 
enhance its role in the several bank business areas. KIB 
has also enhanced the role undertaken by the Disclosure 
and Transparency Unit, and provided its personnel with the 
dedicated training courses in their business areas. Among 
its main functions, is the use of the appropriate mechanism 
concerning the precise disclosure of substantial information 
and data relevant to the bank in due course.
As an outcome of these favorable findings, Fitch Rating 
Agency, which is one of the largest three credit rating 
agencies in the world, affirmed KIB credit rating at A+. 
This rating measures the probability of the long-term credit 
default rating for KIB and maintaining the future outlook 
at stable, and rating the short-term credit default rating 
for KIB at F1, while it affirmed the financial viability rating 
at B+. This rating undoubtedly reflects the strength of the 
financial position of the bank and the robustness of its 
assets, whereby KIB realized substantial accomplishments 
on several scenes in its operations and financial results, 
operating environment, and future indicators, including the 

technical and human factor advancement in all departments, 
and its compliance with the corporate governance and 
transparency standards.
Based on the prospected indicators, the accelerated 
developments in Islamic banking industry services at local 
and regional arenas, and the increasing demand for these 
services, their expansion, and the incorporation of several 
entities thereof in Kuwait and abroad, will undoubtedly 
create a competitive environment featured with challenges 
that require further efforts be exerted and diligent work be 
performed. In this context, the board of directors of KIB 
decided to hire a world specialized consultancy bureau for 
setting up a comprehensive strategy for the bank during the 
period extending from 2015 to 2020. The implementation of 
objectives of this strategy will realize a quality move for KIB 
during these years, and for the benefit of shareholders and 
depositors altogether.
May Allah help us all for the benefit of our customers and 
the prosperity of our beloved country Kuwait, wishing a 
prosperous future for KIB and everybody of you with further 
success and advancement under the patronage of H. H., 
the Amir Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah, May 
Allah protect him, and H.H., the Crown Prince Sheikh Nawaf 
Al-Ahmad Al-Jaber Al-Sabah, May Allah protect him.

Our Lord, upon You we have relied, and to You we have 
returned, and to You is the destination.
Peace be and Mercy of Allah the Almighty upon you.

Mohammad Jarah Al-Sabah
Chairman
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Board of Directors

Sheikh Mohammed Jarrah Al-Sabah
Chairman

Mr. Anwar Jawad Bukhamseen
Vice Chairman
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Dr. Haider Hassan Al-Jummaa
Board Member

Mr. Raed Jawad Bukhamseen
Board Member

Mr. Jassem Hassan Zinal
Board Member

Dr. Abdullah Abdul Samad
Marafie
Board Member

Mrs. Najat Hamad Al-Suwaidi
Board Member

Mr. Ahmed Ibrahim Al Asfour
Board Member

Mr. Abdul Wahab Mousa
Albdul Razzaq
Board Member
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Board Finance & Investment Committee

Sheikh Mohammed Jarrah Al-Sabah, Chairman 

Mr. Anwar Jawad Bukhamseen, Vice Chairman
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Dr. Haider Hassan Al-Jummaa,  Member

Dr. Abdullah Abdul Samad Marafie,  Member

Board Audit Committee

Dr. Haider Hassan Al-Jummaa,   Chairman

Mr. Ahmed Ibrahim Al Asfour,   Vice Chairman

Mr. Abdul Wahab Mousa Albdul Razzaq,  Member
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Mr. Ahmed Ibrahim Al Asfour,  Vice Chairman

Mr. Raed Jawad Bukhamseen,  Member
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Sheikh Mohammed Jarrah Al-Sabah,  Chairman

Mr. Jassem Hassan Zinal,   Vice Chairman

Mrs. Najat Hamad Al-Suwaidi,   Member

Board of Directors Committees Members
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Executive Management

Mr. Loai Fadel Maqamis
Chief Executive Officer

Mr. Abdul Rahim M. Al Awadhi
GM

Corporate Support Services Department

Mr. Massoud Mikhael Antoun
GM

International Banking Department

Mr. Mohammed S. Al-Saqa
GM – Financial Control & 

Planning Department

Mr. Murad Wadea Mikhail
Advisor to the Board of Directors

Mr. Jassim A. Al-Abdulhadi
Executive Manager

Commercial Banking Department

Dr. Sadeq Jaafar Abul
GM– Board of Directors Affairs 

Management Department

Mrs. Lamya Barrak Al-Tabtebai
Deputy GM 

Corporate Support Services Department

Mr. Majdi Yahya Ghannam
Executive Manager

Human Resources Department

Mr. Khaled Falah Al-Ali
GM

Retail Banking Department

Mr. Abdulaziz Majeed Al-Anezi
Executive Manager

Treasury Department

Mr.Fakhr El Dein D. Ismail
General Internal Auditor

Mr. Jamal Hamad Al-Barrak 
GM

 Investment Department 

Mr. Essam A. Abouelfadl
Executive Manager 
Legal Department

Mr.Kamel A. Al-Sayed
AGM

Risk Management  Department 
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Members of the Fatwa & Shari’ah Supervisory Board

Sheikh Dr. Khalid Mathkour Al-Mathkour

Chairman

Sheikh Mustafa Sayed Hassan Al-Zalzalah

Vice Chairman

Sheikh Ali Mohammad Haji Al-Jadi

Member

Sheikh Dr. Abdulaziz Khalifa Al-Qassar

Member and Rapporteur of Shari’ah Supervisory Board 



Annual Report 2014 15

Address of the Fatwa & Shari’ah Supervisory Board

Praise be to Almighty Allah, and Peace and Blessings upon Prophet Mohammad, his Blessed Family, Companions and 

Followers until the Day of Judgment. 

Kuwait International Bank, since the launch of its Islamic banking business services, presents an eminent exemplary of 

Islamic financial services tailored to advancement in Islamic financial business in general. KIB, with the grace of Allah, 

depends on the Islamic financial methodology embedded approach based on partnership in profit and loss. This is affirmed 

through the financial instruments based on actual economy-stimulating goods in the country, thereby strengthening the 

domestic economy and enhancing its role through several Islamic products, such as Ijara, Mudharaba and various banking 

services.

With the assistance of the Almighty Allah, this success has been achieved, with several efforts exerted by the owners, staff, 

and customers, as an evidence of the firmness and sublime of Islamic banking in various financial media. This is also an 

obedience to the saying of Almighty Allah in the Quran Kareem, Quote, “This day have I perfected your Religion for you, 

completed My favour upon you, and have chosen for you Islam as your religion”. Unquote: (Suret Al-Ma’idah, verse 3). 

Indeed, it is the outright religion in transactions and ethics,  in the present life and the hereafter.

We pray to Almighty Allah to help us all for all prosperity and to help our staff, and the bank management for the service of 

the Islamic banking and financial business.

Dr. Abdulaziz Khalifa Al-Qassar

Member and Rapporteur of Shari’ah Supervisory Board 



Praise be to Almighty Allah, and Peace and Blessings upon Prophet Mohammad, his Blessed Family, Companions and 

Followers. 

To KIB Shareholders

Peace and Blessings upon you

Dear Sirs,

In accordance with the General Assembly resolution appointing the Fatwa and Islamic Shari’ah  Supervisory Board for KIB, 

and as we were assigned to act in such capacity, we hereby provide you with the following report:

We at the Fatwa and Shari’ah Supervisory Board at KIB have supervised and reviewed the principles applied and the 

contracts related to the transactions concluded by the bank during the period from 1/1/2014 to 31/12/2014. We have carried 

out the necessary supervision to provide our opinion on whether the bank complied with the Islamic Shari’ah regulations 

and principles and with the Fatwa, decisions, resolutions and guidelines made by us. The responsibility of implementation of 

these regulations, fatawa and principles lies on the part of the bank management, and our responsibility is limited to giving 

an independent opinion, based on the issues presented to us and those matters which we have examined.

Our revision has been carried out with due diligence and controls that covered examining the contracts and the applicable 

procedures in the Bank based on checking every type of transactions. We have obtained all information and the necessary 

explanations for issuing our opinion on the extent of the Bank compliance with the Islamic Shari’ah regulations. In our opinion, 

the contracts, deeds and transactions which we have reviewed and that have been concluded by the Bank during the period from 

1st January 2014 to 31st December 2014 have been carried out in accordance with Islamic Shari’ah regulations and principles.

We pray Almighty Allah to help us all for the services of our upright religion and the prosperity and welfare of our dear 

country, wishing success and wellbeing for everybody.

Sheikh Dr. Khaled Mathkour Al-Mathkour   Sheikh Moustafa Hassan Al-Zalzalah

Chairman of Shari’ah  Board     Vice Chairman

Sheikh Ali Mohamded Heji Al-Jady    Dr. Abdulaziz Al-Khalifa Al-Qassar

Member       Member & Rapporteur

Report of the Fatwa and Shari’ah Supervisory Board
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Brief on the Domestic 
and Global Economic 

Developments
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The recent reports issued by the World Bank Group on the 
global economy showed moderate; yet, lower than initially 
expected growth rates in the global economy during 2014. 
Growth picked up only marginally in 2014, to 2.6%, from 
2.5% in 2013. Despite this slight improvement, the global 
economic recovery is still frail, owing to the divergent trends 
in the economic performance levels in several countries 
and regions around the world. While the economy in 
the United States of America and the United Kingdom 
witnessed appropriate improvement in 2014, driven by 
gathered momentum as labor markets heal and monetary 
policy remain extremely accommodative, the recovery has 
been puttering in Japan, the  Euro Zone and Russia, as 
legacies of the financial crisis linger. China, meanwhile, is 
undergoing a shrinkage in the economic growth, to reach 
7% in 2014, from 7.4% in 2013. The slump in oil prices 
cast their shadow on the global economic performance. 
While the decrease in oil prices are presumed to help 
the transfer of income from the exporting countries to the 
oil importing countries, several developing countries still 
suffer structural economic imbalances that impede them 
to take optimum advantage of these slumps. 
Economic growth rates in the Middle East and North 
Africa are still below the global average, whereby the 
economic growth in the developing countries in the area 
reached 1.2% only. Meanwhile, certain countries, such 

as Morocco, Egypt and Tunisia witnessed improvement 
in the performance of their economies in 2014. The 
repercussions of the adverse security conditions affected 
almost 20% of the Gross Domestic Product (GDP) of the 
countries in the region. Meanwhile, various countries still 
bitterly suffer absence of the political stability. Therefore, 
major challenges still strike many developing countries 
in the region, represented in treatment of problems of 
poverty, unemployment, infrastructure development, 
and covering the deficit in the public finance for these 
countries. Yet, the oil exporting countries in the region, 
in the forefront of which the Arabian Gulf Cooperation 
Countries, maintained stable economic growth rates in 
2014, whereas growth rates in these countries were in the 
vicinity of an average of 2%, driven by an improvement 
in the performance of the non-oil sectors. However, the 
continued decrease in oil prices cast its shadows swiftly 
on the public finance of these countries, specifically in 
view of the rise in the fiscal break-even oil price in the 
general budgets of many of these countries. This will 
adversely impact the pace of implementation of the 
development plans adopted by these countries. In this 
context, it is worth noting that the fiscal policy applied by 
the oil countries, of which is the State of Kuwait, based on 
the expansion in government expenditure is unsustainabe 
on the long run.

Global Economic Developments

Comparison of fiscal break-even oil price in 2014 for the State of Kuwait and the
oil exporting countries in the Middle East and North Africa

Source: World Economic Outlook, Middle East & North Africa Region, International Monetary Fund – October 2014 Volume.

Libya       Yemen      Bahrain         Iran         Algeria         Iraq           KSA         Oman        UAE        Kuwait        Qatar
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Domestic Economic Developments 
Data released recently by the International Monetary Fund 
concerning the forecast on the performance of the Kuwaiti 
economy showed that the growth rate in the GDP will reach 
1.3%, driven by the good performance of non-oil sectors 
in the economy. While the oil sectors maintained identical 
growth levels that prevailed in 2013, without realizing sheer 
growth, influenced by the slump in oil prices witnessed in 
the second half of 2014, the non-oil sectors succeeded 
in driving the Kuwaiti economy wheel forward, whereby 
the growth rate in the non-oil GDP reached 3.5% in 2014, 

compared with 2.8% in 2013. These levels were realized 
as a result of the increase in the domestic consumption 
and investment, whereas the fiscal provisional data of 
the State showed that a growth of 21% in the capital 
expenditure levels during the first eight-month of the 
fiscal year 2014/2015. This means an improvement in the 
pace of execution of development projects compared with 
the past years, concurrent with the Council of Ministers 
endorsement of the draft for the second development plan 
for the years 2015 – 2019 and its referral to the General 
Assembly for deliberations.

Comparison of the Total Expected Losses From the Decrease in Oil Prices in 2015 and Total Share of Oil Exports out of the Total 
Exports of the Oil Exporting GCC Countries and the Middle East in Case the Continuing the of Oil Price Levels at the End of 2014

Gross Domestic Product at Current Prices and Real GDP Growth Levels for the Period 2007 - 2014

Source: Regional Economic Outlook: Middle East & Middle Asia – January 2015. International Monetary Fund

Source: Data of Central Statistical Bureau and the IMF (*) Provisional Statistics

Total Expected Losses of the GCC countries 
(300) billion US$, i.e. 21% of the Total GDP 
of GCC countries, and in other than the GCC 
countries, (90) billion US$, i.e. 10% of the Total 
GDP of these countries.

Columns represent the expected share of oil exports in 2015 
out of the total exports in the GCC countries and the oil 
exporting Middle East Countries (% of the total exports).

Kuwait 
Qatar 

Iraq
Oman
Libya
KSA
UAE

Algeria
Bahrain 

Iran
Yemen

Libya
Iraq

Algeria 
Kuwait 
Qatar 
KSA

Oman 
Iran

Bahrain 
UAE

Yemen

Growth in the Real GDP (%) – Right Axes                        GDP at Current Prices  (Billion KD)

Columns represent the Expected Losses in Revenues from Oil 
Exports in 2015 in Case the Present Oil Price Levels Continue in the 
Oil Exporting GCC Countries and the Middle East (as percentage 
of GDP). Figure beside columns represent the value of losses in 
billion US $.
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The aforementioned growth levels were adequate enough 
to maintain a relatively stable economic and operating 
environment. However, growth in non-oil sectors still 
considerably depends on growth rates in the current 
government expenditure, led by wages and salaries, and 
several forms of subsidies, and the relatively lower levels 
in the capital expenditure, which, though on the peak, it is 
still below anticipation levels realized in certain identical 
economies. This reminds us that in spite of the present 
solidity of the State public finance, and the plenty of surpluses 
and reserves, the problems of the inflation in the public 
expenditure, failure to reform its structure, the increasing 
reliance on oil revenues, and the continuing growth in 
current expenditure (specifically in wages and salaries and 

subsidies), delay in execution of the development plans 
and their projects, and the decline in oil prices. All these 
factors highlight the risks that public finance may encounter 
in the State on the medium run. Therefore, the adoption 
of rationalization of public expenditure, enhancement 
of investment, specifically investment in infrastructure 
and adoption of the economic diversification strategies, 
improvement of business environments, application of 
corporate governance standards and raising the corporate 
performance, together with encouragement of business 
pioneering and support to small and medium enterprises, 
enhancing the private sector, and the endeavors to attract 
further foreign investments, all are inevitable to avoid the 
impacts of the potential economic risks.

In return, the year 2014 witnessed initial steps taken 
by the executive and legislative authorities that led 
to a package of the structural reforms in the sider of 
reducing the government expenditures, represented 
in lifting the subsidies on the diesel, re-consideration of 
the expenditure on envoys for treatment abroad, with the 
likelihood to reconsider cuts in gasoline and electricity 
subsidies. The government, in collaboration with the World 
Bank prepared an understudy plan for reconsideration of 
the structuring of the State public finance. Meanwhile, the 
General Assembly discussed and endorsed significant 

laws targeting encouragement of direct foreign investment 
and enhancement of partnership between the public and 
the private sectors.
The following is a demonstration of the most significant 
developments witnessed in the domestic economy:

First: Public Finance 
The budget surplus of the fiscal year 2013/2014 reached 
KD 5 billion, after deducting 25% of the total revenues of 
KD 31.8 billion for future generation reserve. Meanwhile, 
the latest statistics of the monthly follow-up statements of 

Source: Data of the Central Statistical Bureau, the International Monetary Fund and the OPEC Oil Exporting Countries. (*) Provisional Data.

Average Price of the Oil Barrel and Levels of the Economic Growth in Oil and
Non-Oil Sectors for the Period from 2007 - 2014

Growth of Real Domestic Product (Non-Oil) Right Axes Growth of Real Domestic Product
(Oil) Right Axes

Average oil Prices 
(OPEC Basket)
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the Ministry of Finance, which cover the first eight months 
of the present fiscal year till the period ending in November 
2014, show that the revenues realized amounted to KD 19 
billion approximately. Accordingly, the total actual revenues 
collected for the underlying period reached almost 94.8% 
of the total estimates of the budget for the fiscal year as a 
whole, and show a decline of 9.5% in the actual collected 
revenues below their levels of the corresponding period of 
the previous year. Meanwhile, the share of oil revenues  
out of the total public revenues of the State continued to 
reach high levels approximating 94%. The ratio of the oil 
revenues collections out of the budget estimates for the 
underlying period reached 143%, owing to the rise in the 
average oil barrel price during the period (starting April up 
to end of November 2014) above the price estimated in the 
budget at US$ 70 per barrel. Meanwhile, non-oil revenues 
out of the budget estimates for the same period reached 
128%.
As for government expenditures, the actual expenditures 
rose during the first eight months to reach KD 8.49 billion; 
thus confirming the accelerated pace of public expenditures 
compared to the corresponding period of the previous year, 
with a ratio exceeding 13%. The rise in the expenditures 
resulted from the increase in the current and capital 
expenditures as well. While expenditures on salaries and 
wages remained stable to reach KD 2.17 million (excluding 
salaries of military staff), compared with the corresponding 
period of the previous year 2013. This still accounts for 

a high rates of the total government expenditures, owing 
to the national labor continuing to concentrate in the 
government sector compared to the private sector. As 
such, miscellaneous expenditures and transfer payments 
rose by over 17.6% compared to the corresponding period 
of the previous year, while expenditures on commodity 
requirements and services rose by 21%. In return, capital 
expenditures witnessed an increase of 21.3% to reach  
KD 0.7 billion approximately, or 33.8% only of the level 
stated in the budget, thus exceeding the average capital 
expenditures levels prevailed during the last few years. 
This may indicate to an accelerated pace of execution of 
the development projects as referred to above.
Thus, the initial budget surplus for the first eight months 
ending November 2014 reached almost KD 10.5 billion, 
i.e. below the corresponding period level of KD 13.5 billion 
of the previous year. This decrease was driven by the 
decline in the revenues owing to the slump in oil prices, 
whereas the average crude oil barrel price in 2014 fell by 
US$ 10, compared to the rates that prevailing in 2013, 
owing to the sharp decline in the Kuwaiti crude oil prices 
to reach US$ 41, as an impact in the levels of both the 
current and capital expenditures. Should the pattern of the 
present expenditures, along with the slump in oil prices 
continue, it is expected that the general budget will realize 
a surplus lower than a percentage approximating 10% of 
the surplus realized in the last fiscal year which reached 
KD 5 billion.

Source: Central Statistical Bureau and the Ministry of Finance (*) 2014 data cover the starting of April – end of November 2014.

The Share of Oil Revenues of the Total Government Revenues of the State of Kuwait for the Fiscal 
Years 2004/2005 – 2014/2015

Share of Non-Oil Revenues               Share on Oil Revenues
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Second: Monetary Developments
The Central Bank of Kuwait’s data show an increase of 
almost KD 1.11 billion in the money supply in its broad 
definition (M2) on an annual basis, to reach KD 33.8 
billion at the end of December 2014, rising by 3.36% on 
an annual basis. This increase resulted from the increase 

in the sight deposits, saving accounts and time deposits, 
whereas the volume of sight deposits rose to reach KD 
7.97 billion, up by 6.2% on an annual basis, while saving 
accounts balance rose by 3.9%, to be in the vicinity of KD 
4.83 billion, and the time deposits reached KD 16.6 billion, 
rising by 3.31% on an annual basis.

Data concerning deposits indicate the rise in both private 
and government sectors’ deposits, bringing the balance of 
total resident deposits with local banks to KD 37.6 billion, 
an increase of 3.63% above the 2013 levels. The balance 
of private sector deposits rose to reach KD 32.3 billion, 
and to realize annual growth of almost 3.5%, driven by the 

rise in sight deposits, time deposits and saving accounts, 
against a decrease in the balance of foreign currency 
deposits, which reached almost KD 2.9 billion. Meanwhile, 
the government sector deposits realized a growth of 4.5%, 
to reach KD 5.28 billion. This growth was generated from 
the increase of 4.1% in government time deposits to reach 

Surplus/Deficit in the General Budget of the State of Kuwait (Billion KD) for the Period 2007/2008 – 2014/2015

Year Revenues Expenditures
& Provisions Expenditures Provisions

Surplus
Pre-Future 

Generation Reserve

Surplus
Post-Future 

Generation Reserve

2007/2008 19.0 11.6 9.7 1.9 9.3 7.4

2008/2009 21.0 20.4 18.3 2.1 2.7 0.6

2009/2010 17.7 13.0 11.3 1.8 6.4 4.7

2010/2011 21.5 18.4 16.2 2.2 5.3 3.1

2011/2012 31.2 20.0 17.0 3.0 13.2 10.2

2012/2013 32.0 27.3 19.3 8.0 12.7 4.7

2013/2014 31.8 26.9 18.9 8.0 12.9 5.0

2014/2015* 19.0 13.2 8.5 4.8 10.5 5.8

Source: Central Statistical Bureau and statements of the closing accounts of the Ministry of Finance. * 2014 data cover the period from the beginning of April 
to end of November 2014.

Source: Central Bank of Kuwait.

Money Supply Levels – Billion KD During the Period 2007 - 2014
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KD 5.1 billion. Monitoring the track record of the levels 
of growth in balance of deposits since 2007 until 2014, 
it would be noticed that  the growth in the balances of 
total annual deposits decreased since 2012, despite the 
sustainable rise in sight deposits. This may denote to links 
of changes in the economic activity levels and saving rates,  

specifically in view of the dwindling interest rates on time 
deposits, or by reasons of the expatriate labor contribution 
in production and levels of workers remittances, and with 
the advancement of banks endeavors targeted to attract 
low-cost funds, as well as with the regulatory developments, 
or by reason of all or part of these factors, collectively.

On another front, the volume of credit extended to various 
economic sectors rose to realize an annual growth of 
6.2%, rising by KD 1.79 billion to reach a total of KD 
30.7 billion. This rise was attributable to the growth in the 
balance of personal facilities, specifically in the installment 
loans, which rose by more than one billion Kuwaiti dinar, 
for the personal facilities  to realize annual growth of 

10.4%. Meanwhile, facilities extended to the real estate 
sector rose by KD 289.6 million, up by 3.8% on annual 
basis, followed by the oil and gas sector, with a rise by 
KD 204 million, which is as double as the level realized 
in 2013 approximately. However, facilities extended to the 
trade sector increased  by KD 94 million, to realize annual 
growth of approximately 3.4%.

Source: Central Bank of Kuwait.

Source: Central Bank of Kuwait.

Developments in Private Sector Deposits and Government Deposits (Billion KD) 2007 – 2014 

Developments in Private Sector Deposits (Billion KD) 2007 – 2014 

Total Balance of Deposits         Private Sector Deposits          Government Sector Deposits 

Foreign Currency Deposits         Saving Deposits                   Sight Deposits        Time Deposits
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Personal facilities continued to dominate the largest share 
of total cash credit facilities extended to various economic 
sectors with a percentage of approx. 40.5%, followed by 
the real estate sector, 25.7%. Commercial sector was in 
the third position with a percentage of 9.2%. Non-bank 
financial institutions share continued to decrease to reach 

4.6% only. Meanwhile, non-oil productive sectors (trade, 
industry, agriculture & construction sectors) collectively 
acquired 21.1% of total cash credit facilities. Facilities 
extended to these sectors witnessed also a positive 
growth, and this gives indications on the improvement of 
non-oil sectors in the economic activity.

Third: Consumer Price Indices 
Inflation rate calculated using the consumer price index in 
2014 rose to 3.04%, up from 2.66% of its levels in 2013. 
This rise is attributable to inflation pressures from the 
majority of the key components comprising the general 
consumer price index, whereby the inflation rate in the 
housing services component rose by 5%. This component 
attains the highest weight for  outweighing the general 
consumer price index, followed by a rise in the second 

key component, signified in food and beverage by 2.6%. 
Meanwhile, price indices in household furnishings and 
maintenance equipment increased by 3.5%. However, the 
highest rise was realized in the cigarettes and tobacco 
by 11.8%. Yet, this component holds the least weighted 
average among all components, and price indices did not 
decrease except in the dressing and footwear by -0.2%, 
and communications by -0.1%, as shown in Chart 10.

Development in Cash Credit Facilities Extended by Local Banks to the Most Significant Economic Sectors (2007 – 2014)

Year Trade
 Sector

Industrial
Sector

Construction
Sector

Non-Banking 
Financial. 
Institutions

Personal 
Facilities

Real 
Estate
Sector

Oil & Gas 
Sector

Other 
Facilities

Total Credit 
Facilities

2007 1900 1071 1367 2399 7102 59 59 1222 20137

2008 2285 1465 1699 2859 7870 111 111 1591 23666

2009 2256 1500 1633 2897 8392 218 218 1599 25108

2010 2299 1617 1757 2829 8456 211 211 1649 25201

2011 2307 1750 1688 2380 8947 173 173 1602 25612

2012 2478 1767 1721 1905 10059 165 165 1659 26797

2013 2744 1774 1917 1612 11282 209 209 1808 28961

2014 2838 1743 1906 1412 12462 413 413 2005 30751

Source: Central Bank of Kuwait

Development in Cash Credit Facilities Extended by Local Banks to the Most Significant Economic Sectors (2007 – 2014)

Source: Central Bank of Kuwait.
Real Estate Sector                   Personal Facilities                     Non-Oil Sectors
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Fourth: Kuwait Stock Exchange Market
The price index of Kuwait Stock Exchange fell by 13.8% 
during 2014, whereas the index closed at 6535.5 points at 
the end of 31 December 2014, down from 7549.5 in 2013. 
Meanwhile, the value of traded stocks in the exchange 
reached KD 6.08 billion approximately, distributed on 
1.18 million transaction, compared with KD 11.1 billion, 
distributed on 2.14 million transaction in 2013, i.e. a 
shrinkage of 45.2% and 44.9% respectively. The total 
volume of traded stocks during 2014 reached 52.7 billion 
stock, down from its level in 2013 when it reached 126.5 

billion stock. As such, all indices declined in the KSE during 
the fourth quarter of the year, in the wake of the impacts of 
the slump in the crude oil prices, whereas each of the total 
indices of the KSE liquidity, total volume of transactions, 
and the average value of the daily traded stocks decreased 
by 45%, bringing the average index of the daily traded 
value to reach KD 24.93 million only. Needless to say is 
that the real estate market witnessed a rise in the index 
of total sales by more than KD one billion in 2014. This is 
likely attributable to the transfer of a portion of the liquidity 
in the money market to the real estate market, seeking for 
more stable medium term investments. 

Development in the Most Significant Indices in the Kuwait Stock Exchange Market  (2007 – 2014)

Year

Total Volume 
of Traded 

Stocks
(Billion Share)

Total Value of 
Traded Stocks
(Billion Stock)

Total 
Volume of 

Transactions
(Million 

Transaction)

Average 
Volume 
of Daily 

Transactions

Number 
of Trading 

Days

Average 
Value 

of Daily 
Trading 

(KD Million)

Price 
Index at 
Year End

2007 72.9 38.508 2.18 8412.94 259 148.68 12558.9

2008 87.3 38.461 2.14 8183.14 262 146.80 7782.6

2009 111.2 22.708 2.02 7753.79 261 87.00 7005.3

2010 76.4 12.919 1.29 4992.16 258 50.08 6955.5

2011 39.6 6.281 0.64 2471.09 259 24.25 5814.2

2012 84.6 7.340 1.22 4772.15 255 28.79 5934.3

2013 126.5 11.103 2.14 8683.12 246 45.13 7549.5

2014 52.7 6.087 1.18 4845.74 243 24.93 6535.7

Source:  KIB, using Kuwait Stock Exchange Market data.

Inflation Rates & Change in Consumer Price Index Components in December 2014

Source: Central Statistical Bureau.

Cigarettes 
& tobacco

Health Education Restaurants 
& Hotel

Communications Entertainment 
& Culture

Other 
Goods & 
Services

Transport dressing & 
footwear

Household 
Furnishings 

& 
Maintenance 
Equipment

Food & 
Beverage

Housing 
Services

General 
Price 
Index
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The price index of the Kuwait Stock Exchange reached its 
highest closing value in 2014 on 9/2/2014, recording 7863 
points, and then witnessed a moderate wave of decline, 
despite the relative stability in oil prices, that continued 
until 19/6/2014 when it rebounded, in spite of the continued 
slump in oil prices, until 9/10/2014 when it declined again 
to the end of the year. In an endeavor to understand the 

relation between the developments in the Kuwait Stock 
Exchange and the oil prices, the correlation coefficient 
between the exchange price index and the average OPEC 
crude oil basket price, we find that the value of the correlation 
coefficient between the two factors in 2014 was near to 64%. 
We have also represented the daily value of the two indices 
to highlight the relation, as shown in the following Chart.

With regard to the relative share of the total value of traded 
shares of various economic sectors, the banking sector 
occupied the first position by 29.6%, compared with 17.5% 
in 2013. This reflects greater confidence of investors and 
speculators in the performance of banking sector during the 

volatility periods in the market, compared with the remaining 
sectors. Meanwhile, the financial services sector declined to 
occupy the second position by 26.4%, down from 30.2% in 
2013. Real estate sector also shrank to hold the third position 
by 16.3%, decreasing from 26.8% in 2013.

Relative Importance of Total Traded Shares value in the Largest Five Sectors for KSE (2013 – 2014)

Relative Importance of Total Traded Shares value in the Largest Five Sectors for KSE in 2013

Sector Traded Value
(KD Million)

Volume of 
Traded Stocks
(Million Stock)

Number of 
Transactions 

(thousand 
Transaction) 

Traded Value
(%)

Volume 
of Traded 

Stocks (%)

Number of 
Transactions 

(%) 

Financial Services 3.444 50.128 764 30.2% 38.6% 33.9%
Real Estate 3.058 43.620 650 26.8% 33.6% 28.9%
Banks 1.998 7.422 264 17.5% 5.7% 11.7%
Industrial 1.367 15.898 249 12.0% 12.2% 11.0%
Communications 375 1.835 43 3.3% 1.4% 1.9%

Relative Importance of Total Traded Shares value in the Largest Five Sectors for KSE in 2014

Sector Traded Value
(KD Million)

Volume of 
Traded Stocks
(Million Stock)

Number of 
Transactions 

(thousand 
Transaction) 

Traded Value
(%)

Volume 
of Traded 

Stocks
(%)

Number of 
Transactions 

(%) 

Financial Services 1.829 4.522 154 29.6% 8.3% 12.6%
Real Estate 1.631 24.052 452 26.4% 44.0% 36.8%
Banks 1.008 13.574 259 16.3% 24.8% 21.1%
Industrial 722 5.406 129 11.7% 9.9% 10.5%
Communications 413 1.245 77 6.7% 2.3% 6.3%

Source: KIB, using Kuwait Stock Exchange Market data.

Relation betwen KSE price index and Opec average daily prices during 2014

Source: KIB, using Kuwait Stock Exchange data and (OPEC) data.

Daily Price Index (Right Axes)                                        OPEC Crude Oil – Daily Price (Left Axes).
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Companies listed on the market lost almost 11% of 
their market value owing to the decline in stock prices. 
Communication sectors was the biggest loser sector 

when it was in the forefront of losers by (-27.1%), followed 
by consumer services sector (-22.7%) and technology 
(-19.2%).

Fifth: Kuwait Real Estate Market in 2014
Available data show that a new record figure was recorded 
in 2014, when the total value of sales in the market reached 
KD 4.86 billion, and the annual growth rate in the market 
sales reached 21.9%, thus beyond the previous record 
figure recorded in 2007 with a ratio of 9.2% approximately. 
However, the total volume of transactions recorded in 2014 
declined by 4.4%, compared with the 2013 year , when it 
recorded 8271 transaction only (contracts and power of 
attorney). Meanwhile, the index of the average value of the 
transaction during the year rose to 27.4%, approximately, 

bringing the average value of a single transaction to reach 
KD 587.7 thousand. Yet, notwithstanding the decrease 
in oil prices by more than 50% during 2014, the Kuwaiti 
real estate market was capable to maintain a robust 
performance with acceptable growth ratios, whereby the 
market did not show noticeable decline even during the 
last months of the year, except certain abating  signs in the 
investment sector. Therefore, it is inevitable to continue 
monitoring the market performance during the next few 
months for the purpose of monitoring the impacts of 
changes in the oil prices on the Kuwaiti real estate market 
on the medium run.

Change in the Market Value of Companies Listed in the Kuwait Stock Exchange by Sector (2013 – 2014)
(KD Million)

Sectors Market Value (2013) Market Value (2014) Annual Change (%) 

Banking 15.433.9 14.576.3 -5.6%

Communications 4.597.8 3.350.2 -27.1%

Financial Services 3.637.8 3.101.8 -14.7%

Industrial Companies 3.046 2.713.4 -10.9%

Real Estate 2.785.8 2.365.5 -15.1%

Consumer Goods 1.128.4 1.217.3 7.9%

Consumer Services 1.006.2 777.5 -22.7%

Basic Materials 671.3 649.0 -3.3%

Parallel 498.9 478.2 -4.1%

Oil & Gas 441.7 391.2 -11.4%

Insurance 359.1 332.9 -7.3%

Health Care 222.2 183.9 -17.2%

Technology 69.7 56.3 -19.2%

Total Market Value of Listed
Companies on the Market 33.899.1 30.193.5 -10.9%

Source: KIB, using Kuwait Stock Exchange Market data.
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Moving Averages of Total Value of Transactions Executed in the Real Estate Market (January 2007 – December 2014)

Moving Averages of the Volume of Transactions Executed in the Real Estate Market (January 2007 – December 2014)

Source: KIB, Kuwait International Bank

Source: KIB, Kuwait International Bank

Moving Average of the Value of 
Transactions (12 months  - KD million) 

Moving Average of the 
number of Transactions

Number of 
transactions
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Key Performance Indicators for the Kuwait Real Estate Market during the Period from 2004 – 2014.

Total Annual Value of Real Estate Transactions (Contracts & Power of Attorney) Recorded in the Kuwaiti Real Estate Market (2004 – 2014) (KD Million)
Value of 

Transactions Residential Investment Commercial Industrial Warehouses Coast 
Line Crafts Showrooms Total

2004 1705.3 973.4 30.0 0.0 3.2 0.0 0.0 0.0 2715.9
2005 1398.8 636.2 190.6 0.0 2.2 0.0 0.0 0.0 2227.8
2006 1478.4 930.2 316.5 2.0 4.8 0.0 0.0 0.0 2731.9
2007 2346.8 1728.6 367.0 15 4.2 0.0 0.0 0.0 4448.1
2008 1111.9 1104.3 527.6 312 14.7 0.0 0.0 0.0 2789.7
2009 821.0 710.9 337.6 18.8 8.1 0.0 0.0 0.0 1896.4
2010 1261.2 750.6 252.8 4.4 22.9 11.3 0.0 0.0 2303.2
2011 1560.0 1069.5 247.8 0.0 11.8 7.1 0.0 0.0 2896.2
2012 1852.8 1189.1 265.3 0.0 23.7 9.7 5.5 3.4 3349.5
2013 1943.5 1521.9 440.5 0.0 30.2 11.7 31.4 5.0 3984.2
2014 2064.0 2106.5 582.6 0.0 31.9 35.2 39.2 11 4860.5

Total Annual Volume of Real Estate Transactions (Contracts & Power of Attorney) Recorded in the Kuwaiti Real Estate Market (2004 – 2014) (Million KD)

Value of 
Transactions Residential Investment Commercial Industrial Warehouses Coast 

Line Crafts Showrooms Total

2004 1106.4 2213 76 0 7 0 0 0 13360
2005 7614 1050 115 0 6 0 0 0 8785
2006 8624 1592 145 2 7 0 0 0 10370
2007 11505 2208 163 3 5 0 0 0 13884
2008 5317 1935 196 5 19 0 0 0 7472
2009 3768 1326 112 2 9 0 0 0 5217
2010 5614 1664 84 9 30 4 0 0 7405
2011 6560 1531 78 0 11 6 0 1 8187
2012 8247 1635 78 0 26 4 8 1 9999
2013 6596 1815 158 0 15 4 52 2 8642
2014 6299 1771 108 0 17 10 65 1 8271

Total Average of Transactions (Contracts & Power of Attorney) Recorded in the Kuwaiti Real Estate Market (2004 – 2014) (KD Thousand)

Value of 
Transactions Residential Investment Commercial Industrial Warehouses Coast 

Line Crafts Showrooms Total

2004 154.1 439.9 447.4 0.0 0.0 0.0 0.0 0.0 203.3
2005 183.7 605.9 1657.4 0.0 0.0 0.0 0.0 0.0 253.6
2006 171.4 584.3 2182.8 1000.0 0.0 0.0 0.0 0.0 263.4
2007 204.0 782.9 2251.5 500.0 0.0 0.0 0.0 0.0 320.4
2008 209.1 570.7 2691.8 6240.0 0.0 0.0 0.0 0.0 373.4
2009 217.9 536.1 3014.3 9400.0 0.0 0.0 0.0 0.0 363.5
2010 224.7 451.1 3009.5 488.9 763.3 2825.0 0.0 0.0 311.0
2011 237.8 698.6 3176.9 0.0 1072.7 1183.3 0.0 0.0 353.8
2012 224.7 727.3 3401.3 0.0 911.5 2425.0 687.5 3400.0 335.0
2013 294.6 838.5 2788.0 0.0 2013.3 2925.0 603.8 2500.0 461.0
2014 327.7 1189.4 5394.4 0.0 1876.5 3520.0 603.1 1100.0 587.7

Source: KIB, Kuwait International Bank, using data of the real Estate Registration & Authentication at the Ministry of Justice. 
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In an endeavor to identify the nature of the relation between 
the KES market and the real estate market in the State of 
Kuwait and the impact of the changes in the oil prices on 
the performance of both markets, the changes in oil prices 
during the year 2014 have been monitored. The conclusion 
is that crude oil prices  (OPEC crude basket price) reached 
its highest levels on 20/6/2014, to US$ 110.48/barrel. The 
price started swaying  and maintained levels exceeding 
US$ 100/barrel, for the first signs of tumbling to show at the 
beginning of August. However, oil prices witnessed certain 
adjustments in some days of that month but recurred to 
start a new wave of continued decrease at the beginning 
of September of 2014, for the oil barrel price to reach US$ 
52, thereby losing half of its value. In light of this decrease 
in oil prices, Kuwait Stock Exchange witness declines in 
its indictors. Yet, owing to the fact that the results of listed 
companies in the Kuwait Stock Exchange are likely to be 
adversely impacted by the oil prices slump and the ensuing 
likelihood of the consequent decline in the domestic 
economic activity. This may also lead to the investors 
to move their investments from stocks to the real estate 
sector, which is more secure, stabile, gainful and accounts 

for an alternative pool for saving. Yet, the diagrammatic 
presentation between both the moving average indicator 
(12-month for neutralizing the seasonal impact) of the total 
value of monthly real estate transactions on the one hand, 
and the moving average value of the total monthly trading 
in the Kuwait Stock Exchange since the beginning of 2007 
until the end of 2014, we find out an inverse proportion in 
certain period between the performance of the two markets, 
with the existence of indicators that display that this relation 
is conditional in most times., and are likely to appear on 
the long or the medium term. The relation is not, therefore, 
instantaneous, in that it is expected that expectations of 
investors and speculators impact the performance of 
both markets on parallel level on the long run, specifically 
in terms of the oil price levels and their expected impact 
on the economy. This means that the unstable macro-
economic future outlook (as happened during the global 
financial crisis) may impact both markets, with the same 
adverse direction. Meanwhile, the inverse relation remains 
relatively clear on the medium term, with the transfer of the 
liquidity from the stock exchange to the real estate market, 
being a safe resort, as shown in the following chart:

We have also represented the relation between the 
movement of crude oil prices and the value of real estate 
sales since the beginning of 2007 up to end of 2014. Certain 
indicators arose to indicate that future decline is likely to 

happen in the Kuwaiti real estate market index in event the 
wave of oil prices slump persist for longer relative time, and 
this may clearly appear during the coming few months, and 
as shown from the relation in the following chart.

Relation between the Moving Average of the Value of Real Estate Transactions and the Total Value of Trading in the 
Kuwait Stock Exchange on Monthly Basis for the Period from 2007 - 2014

Source: KIB, using the data of the Ministry of Justice and the Kuwait Stock Exchange.

Moving Average of the Total Value of Monthly Trading in the Kuwait Stock Exchange (KD Million)
Moving Average of the Total Value of Monthly Trading in the Real Estate Market (Right Axis - KD Million)
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The above chart shows the real estate market response to 
the changes in the oil prices on the long run; meanwhile, 
the impact of the slump in oil prices remains limited on the 
short run, as illustrates also from the chart by monitoring the 
relation between the last months of 2014. However, this does 
not negate the likelihood of the Kuwait real estate market 

adverse response to the slump in oil prices in event such 
slump persists for some other months as referred to above. 
Demonstrating the annual performance of the Kuwaiti real 
estate market, we find that the highest average of the value 
of a single real estate transaction realized in 2014 reached 
KD 587.8 thousand as shown in the following chart.

Relation between the Moving Average of Total Value of Real Estate Transactions and the Moving Average of OPEC 
Crude Oil Basket Prices on Monthly Basis for the Period from 2007 – 2014 

Total Value and Number of Transactions and Average Value of Transaction in the Kuwait Real Estate Market
per Annum during 2004 – 2014.

Source: KIB, using the data of the Ministry of Justice and the OPEC.

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Moving Average of OPEC Crude Oil Basket Prices on Monthly Basis
Moving Average of Total Value of Real Estate Transactions in the Real Estate Market (Right Axis – KD Million)
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Reviewing the performance of the market sectors in 2014, 
we find that the investment sector came in the forefront 
of these sectors in the index of the total value, with a 
share of 43.5% against 38% only in 2013. Meanwhile, 

the housing sector retreated to the second position with 
a ratio of 42.1%, i.e. a decline of 49% below 2013 levels. 
The commercial sector rose slightly to realize 12% of the 
market sales, as shown in the following chart.

With more details, the investment sector sales rose by 38% 
compared with 2013 levels. In return, the total number of 
transactions decreased with meager ratio of 2%, for the 
indicator of the average value of transactions to rise by 42%. 
In the housing sector, the total value of the transactions 
indicator rose by 6% to reach KD 2 billion approximately; 
while the total number of transactions in the sector declined 

by 5%, for the indicator of the average value of transaction 
to rise by 11%. In the commercial sector, the indicator of the 
total value of transactions rose by 32%, while the indicator 
of the number of transactions decreased by the same ratio 
approximately, bringing the average value of transaction 
in the commercial sector to witness significant increase by 
93%, as shown in the following charts.

Relative Share of the Value of Traded Transactions in the Various Real Estate Sectors in 2014.

Total Value and Number of Transactions and Average Value of a Transaction Per Annum – Investment Sector during 
the Period from (2004 – 2014)

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Remaining 
Sectors 
2.3%

Housing 42.1% 

commercial 
12.1% 

Investment 43.5%

Annual Average of the Value of Transaction in the 
Investment Sector (thousand dinar) – right axes

Annual Total of the Number of 
Transactions in the Investment Sector

Annual Total of the Value of Transactions 
in the Investment Sector (KD Million).
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On governorates level, Ahmadi governorate held the first 
position in the volume of sales, with a ratio of 27.7%, 
followed by Hawalley governorate by 24.8%, while the 

Capital governorate held the third position by 18.1% of the 
total sales in the market.

Total Value and Number of Transactions and Average Value of a Transaction Per Annum – Housing Sector during the 
Period from (2004 – 2014)

Total Value and Number of Transactions and Average Value of a Transaction Per Annum – Commercial Sector during 
the Period from (2004 – 2014)

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Annual Total of the Value of Transactions 
in the Housing Sector (KD Million).

Annual Average of the Value of Transaction in the 
Housing Sector (thousand dinar) – right axes

Annual Total of the Number of 
Transactions in the Housing Sector

Annual Total of the Value of Transactions 
in the Commercial Sector (KD Million).

Annual Average of the Value of Transaction in the 
Commercial Sector (thousand dinar) – right axes

Annual Total of the Number of 
Transactions in the Commercial Sector
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For the purpose of studying the developments in price 
levels, the average price of a single square meter in the 
governorates of the State of Kuwait according to the most 

significant real estate sectors on quarterly basis, the data 
show the rise in the average price of square meter for all key 
three sectors with varying rates in the capital governorate.

Reviewing the price levels in Hawalley governorate, it has 
been established that the average price of square meter 
in the commercial sector in this governorate significantly 

rose, followed by a rise in the average price of the square 
meter in the housing and investment sectors, but with 
varying rates.

Share of Governorates of the Value, Area and Number of Transactions in 2014

Governorate Share of the Total Value of 
Transactions (%) Share of the Total Area (%) Number of Transactions 

Ahmadi 27.7% 44.35% 46.8%

Hawalley 24.8% 14.85% 14.7%

Capital 18.1% 13.25% 7.1%

Mubarak Al-Kabeer 14.7% 16.85% 17.9%

Farawaniya 11.35 7.95% 9.55

Jahra’a 3.4% 3.0%% 4.0%

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Q1/2013            Q2/2013             Q3/2013             Q4/2013               Q1/2014              Q2/2014        Q3/2014                   Q4/2014  

Average Price of Square Meter (KD) for the Key Sectors in the Capital Governorate During Q1/2013 – Q4/2014

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Residential                      Commercial                 Investment
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Following up the price levels in Farawaniya governorate, It 
has been noticed that the average price per square meter in 

the commercial sector considerably decreased against a rise 
in both housing and investment sectors, with varying rates,.

Q1/2013            Q2/2013             Q3/2013             Q4/2013               Q1/2014              Q2/2014        Q3/2014                   Q4/2014  

Q1/2013            Q2/2013             Q3/2013             Q4/2013               Q1/2014              Q2/2014        Q3/2014                   Q4/2014  

Average Price of Square Meter (KD) for the Key Sectors in Hawalley Governorate During Q1/2013 – Q4/2014

Average Price of Square Meter (KD) for the Key Sectors in Farawaniya Governorate During Q1/2013 – Q4/2014

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Residential                      Commercial                 Investment

Residential                      Commercial                 Investment
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In Ahmadi governorate, the square meter price continued to 
decrease in the commercial sector for the third consecutive 

quarter, against a relative stability in the square meter price 
in both the housing and investment sectors. 

The three main sectors contributed to the rise in the average 
price of the square meter in Jahra’a governorate, whereby 

a rise  was noticed in the price of square meter in both 
housing, commercial and investment sectors, respectively. 

Average Price of Square Meter (KD) for the Key Sectors in Ahmadi Governorate During Q1/2013 – Q4/2014

Average Price of Square Meter (KD) for the Key Sectors in Jahra’a Governorate During Q2/2013 – Q4/2014

Q1/2013            Q2/2013             Q3/2013             Q4/2013               Q1/2014              Q2/2014        Q3/2014                   Q4/2014  

Q2/2013                       Q3/2013               Q4/2013               Q1/2014                   Q2/2014              Q3/2014                 Q4/2014  

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Residential                      Commercial                 Investment

Residential                      Commercial                 Investment
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In conclusion, demonstrating the average price of square 
meter in Mubarak Al-Kabeer governorate, a decline in the 
price levels has been established for both the housing and 

investment sectors with varying rates, as shown from the 
following chart.

Average Price of Square Meter (KD) for the Key Sectors in Mubarak Al-Kabeer Governorate
During Q1/2013 – Q4/2014

Q1/2013            Q2/2013             Q3/2013             Q4/2013               Q1/2014              Q2/2014        Q3/2014                   Q4/2014  

Source: KIB, Kuwait International Bank, using the Real Estate Registration & Authentication – Ministry of Justice.

Residential                    Investment



Yet, monitoring the demonstration of the most significant 
developments in the Kuwaiti real estate market during 
2014, we find out that the continued growth witnessed in 
the market is attributable to a group of joint factors, whereas 
the expected domestic economic changes, mainly related 
to the decrease in the oil prices in 2014 contributed to a 
lot of investors and speculators to turn to investment into 
the real estate market, being one of the most significant 
investment channels capable of absorbing the surpluses  
of local liquidity in view of the relative decrease in the 
interest rates on deposits, and the decline in the indices 
of the Kuwait Stock Exchange, together with the absence 
of feasible investment opportunity  in the local market. The 
demographic growth contributed also to the rise in the 
demand for the housing sector, with the housing problem 
remaining without clear radical solution. The increase in the 
number of expatriates has also contributed to enhancing 
the demand for the investment and commercial sector, in 
addition to the indirect impact imposed by the accelerated 
pace of execution of the development plan projects, which 
augment the increase in the demand for foreign workers.
Analysis of the impact of the decrease in oil prices on the 
financial and real estate markets show their response 
together, with varying rates, to the price levels. While the 
financial market’s response is more rapid, in  direct relation 
with the world oil prices, the real estate sector needs 
longer time to be influenced by the change in the prices. 
However, should the present price levels continue, the 
real estate market could be impacted in 2015. Therefore, 
researchers, investors and decision makers are required 
to continue studying the indictors of the Kuwaiti real estate 
sector on continued and consecutive pace  to explore 
early warning signs for the expected future changes on the 
market activity, as to ensure its continuity and stability.
Prices inflated in housing real properties, specifically vacant 
land plots during the recent years. This is a price bubble 
that lacks serious justifications and undoubtedly reflect 
a decline in the supply against the demand, the matter 
which creates chances for willful speculations to realize 
quick gains through re-circulation of the land plots. The 
increase in investment real estate rates, and the increase 
in the demand by certain citizens for leasing in the model 
areas has likely led to investors turning into purchase 
housing real properties and re-building them in the form 
of housing apartments and leasing to this segment of 
investors, whereas the return from these properties reach 
almost 8%, in the absence of implementing the resolutions 

related to prohibition of leasing apartments in housing 
areas. Some other factors may lead to the increase in the 
prices of housing real properties, of which for example not 
for limitation, release of further plots of land and entrusting 
real estate development companies to develop them in 
order to take part in solving the housing problem in Kuwait, 
and acceleration of laying down a number of alternatives 
to provide vertical housing and the establishment of 
further housing areas, along with implementation of the 
laws organizing the housing areas and disallow their use 
for the purpose of leasing.
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Retail Banking Department (RBD)

Retail Banking Department went on reviewing the 
requirements of its customers to satisfy their needs and 
fulfill their prospects by expansion and development of its 
services rendered to customers on several channels, in 
the forefront of which was the continued implementation 
of the geographic expansion policy targeted to serving 
KIB (“Al-Dawli”) customers in all areas of the State of 
Kuwait. Accordingly, a new branch has been opened in 
2014 in the vegetable market in Salibiya, to add to Al-
Dawli network branches, bringing the number of branches 
to “26” branches, expanding in several strategic areas  in 
the State of Kuwait. Endeavors are also going on to open 
more new branches during 2015 to cover new strategic 
areas tailored to the expansion plan targeted to increasing 
the number of branches.
Al-Dawli endeavored to develop the automatic teller 
machines network in 2014, driven by the prevalence of 
customers reliance on technology applications and uses. 
The number of ATMs reached 75, distributed as follows: 34 
ATMs in the present network of 26 branches, and 41 ATMs 
distributed in several areas in Kuwait, such as fuel stations, 
cooperative societies and strategic high-density populated 
locations. RBD worked out also to increase the point-of-
sale devices for expanding the e-service network rendered 
by the bank to satisfy the rising demand for these services. 
As such, the number of these point-of-sale devices rose by 
6.5% compared to the previous year. Al-Dawli continued 
also its service to holders of Al-Dawli platinum and golden 
credit cards to be eligible to complimentary access to more 
than 80 luxurious waiting lounges in most of the major 
world airports. In this context, Al-Dawli succeeded to attract 
several segments of beneficiary customers by marketing 
offers in collaboration with a group of vendors. This helped 
Al-Dawli enhance its financing portfolio through profit-
free Murabaha and Musawama financing. Among these 
marketing offers are the following: 
- Profit-free financing of medical services in collaboration 

with several hospitals and medical clinics.
- Profit-free financing of land and marine equipment in - 

collaboration with agencies specialized in sale of such 
equipment.

- Profit-free financing of automotive sector in collaboration 
with agencies specialized in car sales.

Profit-free financing of the educational sector in collaboration 
with educational universities and institutions.
All these offers were processed within Al-Dawli endeavors 
to meet its customers financing needs with a variety of a 
package of Murabaha and Musawama products.
Al-Dawli has also been keen during 2014 to establish 
continued communication and interaction with its 
customers through launching a package of successful 
marketing campaigns and offers targeted to promotion 
of its significant banking and products and services and 
enhancement of its market share. In the same context, Al-
Dawli took part in several fairs with miscellaneous activities 
in different areas in Kuwait covered several real estate, 
industrial, educational and heath sectors, etc.

Commercial Banking Department (CBD)

Commercial Banking Department (“CBD”) provides its 
customer Islamic Shari’ah compliant financing products 
and services in all economic sectors, through its dedicated 
divisions which include: Corporate Finance, Enterprise 
Financing, Contract Financing, Small & Medium Size 
Enterprises Financing, along with the Real Estate 
Financing Division.
Thanks to the collaborated efforts of CBD staff, CBD 
succeeded to realize most the strategic objectives 
delineated by the Top Management during 2014. Hereunder 
are the most prominent outlines of these achievements:

Growth by a percentage exceeding 9% compared to • 
the year 2013 in the credit portfolio despite the severe 
competition.
Take part with local banks in financing vital projects • 
within the economic development plan of the State.
Continue to reduce the concentration in real estate • 
sector. CBD succeeded to increase the diversification of 
the credit portfolio and expansion into the other economic 
sectors, as well as to enhance customers base in 2014.
Enhance the quality of the credit portfolio performance • 
and procure to made marked reduction in the non-
performing loans (NPLs) by means of concentrated 
efforts of the CBD staff members, with the continued 
support of the Senior Management; thereby enhancing 
the returns of the credit portfolio.

Yet, CBD will save no efforts for the purpose of realizing 
the delineated objectives for 2015, in Sha’a Allah.
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Corporate Support Services Department

Administrative & Technical Affairs Division

Administrative & Technical Affairs Division carried out a 
substantial role in realizing the bank’s objectives, following 
its success in outfitting two new branches in 2014 in Saad 
Al-Abdullah and Jaber Al-Ahmad areas. Furthermore, the 
Division prepared dedicated studies which contributed 
to the reduction of costs of the establishment of these 
branches and other maintenance services, as well as the 
exceptional initiatives which helped linking the cameras 
in all branches with the Call Center. The Division also 
refurbished, updated and redistributed the locations of 
departments to raise the quality performance and ensure 
the optimum utilization of the spaces, along with upgrading 
the firefighting systems in accordance with the certified 
specifications of the world standards in the main site of the 
information technology systems.

Operations Department

Operations Department in Al-Dawli endeavored to ensure 
the smooth and precise operating of the day-to-day banking 
operations for the service of its customers and application 
of the best practices, policies and procedures in 2014. 
Moreover, Operations Department worked out to develop 
the information technology systems and implementation of 
active systems capable to cope up with the growing market 
requirements, and the implementation of these systems 
have been completed. On the other hand, Operations 
Department designed and implemented the International 
Banking Account Number (IBAN) for processing transfer 
transactions between banks, as well as the online 
processing method, thereby enhancing the service and 
making available better quality payment solutions.
In this regard, the automatic cheque collection system 
between local banks and the Central Bank of Kuwait will 
be processed in 2015. The automated salary payment 
system will be implemented also for payment of salaries in 
collaboration with the Ministry of Social Affairs & Labor and 
the Civil Service Commission through implementation of the 
(IBAN) for the ministries in the State and companies. In the 
same context, operating procedures have been revised to 
speed up the treatment timing and gaining further customer 
satisfaction, along with maintaining the quality control of 
operations. Operations Department contributed to support 
the executive management initiative for improvement 
of the Kuwaitization labor ratio in the bank, by means of 
recruitment and training the young Kuwaiti personnel.

Property Management Division
 
In 2014, the Property Management Division maintained 
the same performance levels in the previous years along 
with its endeavors to cut expenses, despite the heated 
competition with peer companies and establishments. 
The Division succeeded to maintain quality performance 
and productivity in light of the rising trend of rents for 
both residential and commercial properties, taking in this 
regard the interest of both owners and tenants as well. In 
this regard, the number of KIB branches increased to (26) 
branches all over Kuwait’s governorates, the matter which 
helped in the payment of rents.
The tenants were satisfied with the payment of rents 
online through KIB website, whereas rent online payment 
represents 30% of the total payment service, owing 
to the easiness of the use of this service for time and 
effort saving. This has also considerably contributed to 
decreasing the cost of collection and mitigating the risks 
of cash payment of rents. Owing to the distinguished 
performance and development of the online system in 
the Property Management Division, new customers have 
been attracted and new real properties were added to the 
number of real properties managed by the Division.

Real Estate Appraisal Division (READ)

Real Estate Appraisal Division (READ) realized significant 
achievements in 2014, namely, the increase in the number 
of completed real estate appraisal reports and development 
of the management of the Division, together with rendering 
intensive training to the staff. This has cast considerable 
impacts on organizing and promoting READ business 
and providing regular reports on staff outputs, as well as 
the cut of operating expenses. In this regard, revenues of 
READ rose by 25% above the previous year levels, owing 
to the increase by 15% in the appraised real properties, 
whereby Al-Dawli succeeded to attain the confidence and 
appreciation of all financial institutions in Kuwait. In the same 
context, the Real Estate Appraisal Division, in cooperation 
with Kuwait University and the American Institute of Real 
Estate Appraisers, managed to organize specialized 
courses in real estate appraisal, attended by a number of 
the Division engineers who realized good results, thereby 
enhancing Al-Dawli pioneering position in the Kuwait real 
estate market. READ has also played an essential role in 
providing advices and guidance to several departments in 
the bank whose business activities are real estate-related. 
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This has also enhanced Al-Dawli gains and enabled the 
bank to provide unique real estate services to the other 
divisions and departments. For instance, studies for the 
assessment of investment opportunities for the Investment 
Department; the estimation of newly proposed branches, 
their satisfaction of the bank requirements and provision of 
services to customer as well as training of newly graduated 
staff. READ has introduced also a new accounting system 
which had a considerable impact on speeding up the 
financial and accounting transactions related to READ. This 
is to present to the Senior Management of the bank the 
latest developments in the Division profits and the periodic 
reports. READ has also introduced the electronic archiving 
system for real estate reports, which will help ease READ 
functions and will contribute to save time and speed up the 
completion of transactions.

Information Technology Department (IT)

In 2014, the Information Technology Department focused 
on upgrading the existing systems and applications, as 
well as developing newly business related applications and 
MIS enhancements in support of the work teams so as to 
implement the bank’s plans and to help in decision making.
Based on the substantial support by the Bank management 
to the Information Technology function for implementing the 
bank strategy, IT Department action plan in 2014 focused 
on improvement of business process and development 
of the customer service, as well as enhance the security 
controls and risk management. Hereunder are some 
achievements of the IT Department:

Ethix – Branch Automation
KIB and its clients have started reaping the benefits of 
the newly implemented Ethix System in all branches. It 
simplified and improved the business cycle and developed 
the mechanism of processing banking transactions 
and rendering of banking services. With the upgrade 
of a flexible and state-of-the-art system, ITD’s focus on 
continuous improvement has enabled the bank to improve 
customer service by providing faster account opening, 
product definitions and highly controlled business process 
execution, in compliance with the security and regulatory 
controls.

Tawasul – KIB Portal
The bank endeavored to realize its vision of the augmented 

integration and collaboration between users within all 
the Bank departments, with the new Intranet platform 
(Tawasul), based on SharePoint technology. As such, 
the a new business portal has been launched to enhance 
automated exchange of information and documents, 
taking part in functions and automations of the internal 
procedures. Below are some of the major functionalities of 
the new Intranet portal:

Provide the bank the functionality to streamline business  -
processes, collaboration through feature enriched 
documents and content management and tasks and 
email integration.
Combines different types and sources of applications,  -
information, and tools, all under one environment and 
saves time by automating most of the bank internal 
tasks by well-designed workflows; most importantly 
request forms and helpdesk.
Incorporates powerful search tools which saves the staff  -
time and energy by searching a magnitude amount of 
information in a fraction of a second. 
A full functioned “MySite” with which staff no longer  -
needs to contact Human Resources Department to 
inquire about their leaves, attendance, profile, salary 
slips and other information.

Mobile Banking Solution
This solution is replacement of the current mobile banking 
system by an international recognized solution and will 
enable KIB clients to conduct their financial transactions 
with ease of use and simplicity. The below are some of the 
major functionalities the new solution offers:

Accounts Management
Credit/Prepaid Cards Management
Finance Management
Transfers & Payments
Users will now be able to access the Mobile Banking 
Solution in three platforms – iOS iPhone, Android, and 
Windows.

New AML Solution
KIB has replaced the current AML system with a newer 
version (SironEmbargo) that has the ability to perform 
due diligence in real-time of any potential clients in order 
to take an action immediately, if required. In addition to 
real-time processing, SironEmbargo supports online 
monitoring and sanctions list scanning along with offline 
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batch mode. Moreover, the system is compliant with the 
Foreign Account Tax Compliance Act (FATCA). Below are 
some of the major features of SironEmbargo:

Real-time name filtering for new customer and online  -
transaction.
Risk Assessment Matrix as per new CBK risk factors. -
Reporting feature about the current status of risk  -
assessment.
System controls to monitor high risk customers. -
System controls to detect unusual transaction. -
Arabic language support for name filtering and user  -
investigation comments for suspected transaction report 
(STR).

System controls will be available for real-time control 
on inwards and outwards transfers to stop/hold/
reject transactions and detect any missing remittance 
requirements.

First Bank to Start Accepting New Kuwait Currency 
Banknotes Deposits
With its continuous investments and expansion of its ATM 
fleet, KIB was the first to start accepting the new Kuwait 
currency deposits on 17 September 2014.

Google Maps & Website Enhancements
The integration of Google maps into KIB’s website would 
allow the bank customers to have an intuitive approach 
to the bank branches and their exact locations. Just 
putting down the name and building number does not tell 
the customer much about where our branches are really 
located. By using Google maps, you allow them to scroll 
around and look for familiar roads, and really get a feel for 
where our branch is located. This provides the accurate 
information that these customers are looking for. 

Lync 2013 Upgrade
With significant technical functionality upgrades from 
Lync 2010, Lync 2013 provides enhanced resilience 
and internetworking with High Availability and Disaster 
Recovery Support. User collaboration and communication 
will be significantly enhanced with the current IP telephony 
project and its integration through Lync for unified 
communications by providing users the ability to hold 
virtual meetings, share presentations and place voice calls 
to provide seamless internal processes.

VMware Infrastructure
Implementation of VMware Infrastructure has helped 
virtualize the entire IT infrastructure including servers, 
storage and networks. It aggregates these heterogeneous 
resources and presents a simple and uniform set of 
elements in the virtual environment. With VMware 
Infrastructure, IT resources can be managed like a shared 
utility and dynamically provisioned without worrying about 
the underlying hardware differences and limitations.

PCI DSS v3.0
Mitigation of risks and enhancement of security is always 
a concern in the banking sector and this year, the bank 
has been eventful in achieving the major milestone in the 
Payment Card Industry – for Visa Payment Data Security 
Standard (PCI-DSS) v3.0 compliance certification. 
In addition to the achievements above, the Bank’s 
Information Technology Department has worked on various 
other initiatives and has been recognized and nominated 
as a well-known group of highly trained and exceptional 
professionals in the Middle East through its shortlisting in 
four award categories across two prestigious accolades 
held in Dubai this year. 

Summary Of All Achievements For 2014

Ethix – Branch Automation IT Portal on SharePoint 

Google Maps & Website Enhancements Ci-Net Upgrade

PCI-DSS Implementation of VMware infrastructure

Net Presenter Upgrade Lync 2013 for IP Telephony

Call Center Shifting to South Surra ISO 27001 Policies & Procedures & GAP Assesment 
Updates

ADAuditPlus (Audit Reports for User Login to PCs) Upgrade MacAfee 4.6.6 Upgrade
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Information Security Unit

Information Security Unit is an independent unit that reports 
directly to the Chief Executive Officer (CEO). The objective 
of this unit is to safeguard information assets and to develop 
proactive measures to prevent security risks. The unit is 
committed to preserve the confidentiality, integrity, and 
availability (CIA) of all information in order to preserve CIA 
of our customer profiles, legal requirements, compliance as 
well as the Bank brand & reputational image. 
In addition, the unit head has continued his role to 
maintain information security posture and information 
security awareness of information security risks within the 
organization. Under the management of the CEO and the 
head of information security, the information security risks 
has been reduced to acceptable levels and information 
security objectives are established and are compatible 
with the strategic direction of the bank.
To achieve its aforementioned objectives, the Bank is in 
the final stages of adopting ISO 27001, which is the de-
facto standard for information security management. This 
adoption will achieve compliance to international security 
regulatory and legislative requirements.
Furthermore, information security unit has embraced new 
mobile security capabilities that enables mobile workforce 
as a first phase and planned to progress into second phase 
by allowing business transactions securely on the move.
Moreover, as part of the unit’s compliance commitment, 
the unit has worked closely with Information Technology 
Department (ITD) to comply with latest version of PCI-
DSS. Forming as another proactive measure to mitigating 
risk and reinforcing its commitment to internationally 
recognized security standards that enhances the 
protections of customers’ card information.

Treasury Department

The Treasury Department (TD) has played an  eminent 
role by controlling and managing KIB cost of funding 
and maximizing yield on liquid assets while ensuring 
availability of funds for expansion of financing portfolio 
and other assets of the bank. Treasury  has provided 
Foreign Exchange services to the Retail and Commercial 
Departments clients and liaised with the  regulatory 
bodies and ensured that all the regulatory requirements 
are met with regard to Maximum Financing Ratio, Reserve 
requirement ratio and liquidity  ladder etc.
Additionally, TD continued to focus on reducing the high 
deposit concentration by diversifying customer base for  
funding stability.   For 2015, TD is planning to establish a 
Sukuk Trading Desk in order to realize additional income 
for the Department  and to further strengthen business 
relations with local and foreign banks.

Investment Department 

Investment Department plays a major role in providing 
additional income to the Bank through its investments. 
The Department is responsible for managing the Bank’s 
proprietary investment portfolio in both financial and direct 
investments. In 2014, Investment Department successfully 
deployed capital into investment opportunities yielding 
stable returns and maintaining a risk-adverse profile into 
regional and global markets.  This deployment led to 
promising returns and further enhanced the investment 
profile and branding into investment transactions with 
reputable international counterparties. This helped KIB 
realize its objectives aimed at diversification of the income 
sources, risk deconcentration and realizing rewarding safe 
and appropriate returns.
KIB investment portfolio expanded on the geographic 
scale, starting from the State of Kuwait, passing through 
the GCC countries to reach North America, Europe and 
East Asia. The bank investments were placed in diversified 
economic sectors, for the optimum distribution of these 
investments and to stand up to the volatility exposures. 
The investment diversification both in asset class and 
geographic allocation, and maintaining a strict risk and 
prudent investment mode, led to minimal volatility exposure 
within the investments made. The Department is equipped 
with competent personnel who conduct regular market 
studies to identify alternatives available, and the right time 
to enter / exit, with the cooperation of other departments in 
general and closely with Risk Management Department in 
particular. In addition, Investment Department maintains a 
dynamic approach to its investments so as to stay in par 
with market conditions and the available opportunities.
Worthy of note is that Investment Department succeeded 
to seize the right-time to exit from certain investments and 
realize rewarding profits. High quality and profit-generating 
new investments have also been initiated which will add to 
the gross product of the realized profits.

Legal Department 

Legal Department is a supporting department in the bank. 
However, the Department assumes an eminent and vital 
role represented in rendering the necessary legal advice 
to the bank departments and branches. It is also required 
to draft and review contracts and agreements so as to 
safeguard the bank and shareholders rights, along with the 
protection of its staff and customers. The Legal Department 
plays a significant role also in defending the bank rights 
before the judiciary, within the guidelines set out by the 
board of directors, its functions and terms of reference are 
streamlined in collaboration with the bank departments, to 
realize a pioneer local and regional position to the bank, in 
support of a distinct elite of Kuwaiti lawyers and advisors.
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Risk Management Department
Bank’s Risk Strategy
The Bank risk strategy is to establish a balance between the 
expected growth in the targeted markets and management 
of risks associated with the business environments in 
these markets. As such, efforts are focused on the study 
and assessment of the impacts of implementation of Basel 
III, which have already become regulatory requirements. 
These requirements are expected to increase in the 
coming  years. The bank is planning also to acquire an 
integrated risk management solution (ERM Solution), and 
carrying out comprehensive reviews of the bank risks, and 
restructure its risk policies, taking into consideration the 
competitive market updates, clients’ needs, regulatory 
requirements and best practices in the banking industry. 
Therefore, enhancing the significant role undertaken 
by the Risk Department and its continued development, 
upgrading its solutions/software is inevitable. 

Moving from Traditional Risk Management towards 
Enterprise-Wide Risk Management (ERM)
The Bank’s Risk Management Department is primarily 
responsible for management of all risks  in the Bank. The 
Risk Management Department is structured to allow for 
due diligence on each of the specific risk arising from the 
use of financial instruments, e.g., credit, liquidity, market 
encompassing foreign exchange, profit rate, equity risks, 
and other risks such as operational and technical risk, 
and Business Continuity. As the independence of the 
Risk Management function is important to  the Central 
Bank of Kuwait as part of corporate governance, all 

risk management  technical and functional reports are 
submitted to the Chairman and the Board Risk Management 
Committee, and administratively to the bank’s CEO. The 
Risk Management Department is headed by a General 
Manager under whom there are different risk divisions. 
The Department is currently manned by Acting General 
Manager supported by experienced and qualified team of 
risk managers,  risk officers and analysts.
The bank took steps to move ahead and upgrade the risk 
management approach  from traditional risk concepts 
currently in place to the modern approach of enterprise 
wide risk management (ERM), taking into consideration 
the Basel guidelines, regulatory instructions regarding risk 
management, internal controls & governance and the best 
Islamic banking industry practices worldwide. The bank 
successfully developed a framework and mechanism to 
convert the traditional risk management method into a 
modern and robust ERM method. The bank also managed 
to build a robust of architecture for ERM in 2015.  
The bank is currently in the process of updating its Risk 
Management Systems and acquiring robust solutions for 
different types of risks, and this is expected to be finalized 
towards  end of 2015.

Risk Function Independence
KIB’s Risk Organizational Structure and Reporting Line 
reflects the independence of Risk Management, whereby 
the Risk Management Department is now directly 
reporting to Board Risk Management Committee, and the 
administrative reporting (represented in the dotted line 
was added in 2014 in the organizational chart below) to 
the Chief Executive Officer.

Chairman
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Risk
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Risk

Credit 
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Portfolio 
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Post 
Credit
Risk

Control

Credit 
Risk 

Control 
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Credit Risk Management & Portfolio Analysis 
Division, This Division is part of the Risk Management 
Department, headed by the GM, Risk Management.
Credit Risk Division analyses every Credit Proposal 
submitted by business units and provides a well-structured 
opinion necessary to manage and control credit risk within 
overall quantitative prudential norms and guidelines 
set up by the Bank Board. The Division is entrusted to 
review credit proposals in line with the applicable policies 
and standards in the Bank, together with introducing 
fine tuning required in various rating models based on 
feedbacks or change in market scenario, approval of any 
other action necessary to comply with requirements set 
forth in Credit Risk Management Policy/CBK guidelines 
or other requirements for managing credit risk. As part 
of the functions of the Risk Department, the Credit Risk 
Management strategy is aimed at managing the credit 
risks in KIB’s lending operations.
A Comprehensive Board Approved Credit Risk 
Management Policy as well as the Banks’ Credit Policy is 
reviewed and revised annually. Each new/future exposure 
is linked to the total exposure of the Bank and the Capital 
of the Bank as required by the regulatory guidelines 
and internal controls. Every exposure carries a credit 
rating and credit exposures are allowed only to defined 
thresholds of risk levels. The review of accounts and the 
available collateral, if any, is usually done once a year. 
But in case of deterioration in the quality of collaterals, the 
frequency of review is  reduced to half yearly or quarterly 
or as determined by the severity of  the case. Collateral 
evaluation is done by independent evaluation agencies 
or as defined in the policies. Risk Management prepares 
a quarterly and semi-annual Portfolio and industry study 
on a comprehensive level, which provides necessary 
information to the Management about the quantitative 
and qualitative aspects of the financing exposures vis-
à-vis  the various macro and micro observations on the 
existing markets and prospects.  Credit Risk controls 
also assist in protecting the Bank’s assets to ensure 
profitable use of Bank resources and compliance with  
the bank financing policy and  CBK instructions and other 
regulatory bodies. Risk Management is also monitoring 
and assessing the provisions for several risks (regular, 
past dues and NPLs).

Credit Risk Control (Pre-Fact)
Risk Management through its Credit Risk Control (Pre-

Fact) is entrusted with the responsibility of executing 

the credit administration process, ensuring compliance 

with appropriate legal, regulatory  and bank policies and 

procedures. This includes review of financing proposals 

/ reports from business units to ensure that they are 

in compliance with the norms adopted by the Bank 

and the Central Bank guidelines, and participating in 

developing, drafting, finalizing and implementing credit 

policies, procedures and administration processes on an 

ongoing basis, in co-ordination with business and other 

Risk Management units, with a view to ensuring minimal 

turnaround time for proposal approvals and enhanced 

productivity.

Post Credit Risk Control
This unit is responsible for post approval follow-up and 

monitoring of the approved financing and investment 

during the entire tenor of the facilities, and reporting the 

large exposures to the concerned committees, and provide 

the necessary recommendations thereto.

Risk Policies & Analytics 
Due to the importance of the Bank’s policies, the Board 

has delegated to the  Board Risk Management Committee 

(BRMC) the e responsibility for reviewing risk policies, and 

approve and make recommendations  to any changes 

therein to the Board of Director’s for final ratification. As 

a  practice, the bank runs an annual review to the Bank’s 

risk policies.

Risk Analytics and Analytical Models 
Risk analytics is an integral part of the risk management 

function in the bank and continuously assists in developing 

both risk  and financial models, including  financial risks, 

to assist in measuring the risks in the bank. These models 

include ICAAP, Stress Tests, CAMEL BCOM, in accordance 

with the Central Bank of Kuwait regulations, Benchmarks 

study and risk-based analysis, compared to peer banks.
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Operational Risk
Operational risk is the risk of loss resulting from 

inadequate or failed internal processes, people and 

systems, or from external events, which include but 

not limited to, for example  legal risk, fraud risk, money 

laundering risk, non-compliance with Islamic Shari’ah 

risk, but this definition does not cover reputation risk and 

strategic risk. The Bank’s business and support units 

have a primary responsibility for identifying, assessing 

and managing their operational risks. They employ 

internal control techniques to reduce their likelihood or 

impact to tolerable levels within the Bank’s risk appetite. 

Where appropriate, risk is mitigated by way of insurance. 

The Bank has a set of policies and procedures that are 

applied to identify, assess and control operational risk 

in addition to other types of risks relating to the banking 

and financial activities of the Bank. Operational risk is 

managed through the Risk Management Department. 

This department ensures compliance with policies and 

procedures to identify, assess, control and monitor 

operational risk as part of overall risk management. Risk 

Management Department ensures compliance with all 

material aspects pertinent to CBK instructions, regarding 

general guidelines for internal control systems, keeping 

in view “Sound practices for management and control of 

operational risks”. The Department continuously provided 

its expertise and shared recommendations on various 

business and operational proposals with the view of 

mitigating risks effectively. A proactive approach has been 

adopted keeping in focus business requirements and the 

overall interest of the Bank’s shareholders and customers 

while being compliant with regulatory guidelines. 

Assessments of Operational Risk and Controls have 

been initiated across the Bank through self-assessments 

by various departments. Proactive control mechanisms 

have been implemented through well-established process 

for procedure and policy reviews. Losses and other 

related events are monitored and appropriate mitigation 

recommendations are provided.

Market Risk
RMD monitors liquidity risks, market risks and profit rate 
risk on a regular basis. Internal precautionary measures 
of risk are in place for managing the liquidity, market and 
profit rate risks of the bank. The Bank also assesses the 
market risk through internally developed Value at Risk 
(VaR) measures. Assets & Liabilities Committee (ALCO) 
periodically reviews the stress testing of the profit rate and 
liquidity risk in order to adopt proper corrective actions. 
Market Risk is defined as the potential loss of the financial 
instruments caused by adverse movements in market 
variables i.e. Profit Rate Risk (risk due to changes in market 
benchmark profit rates e.g., CBK Discount Rate), Exchange 
Rate Risk (risk from changes in exchange rates) and Price 
Risk (risk due to change in prices of trading assets) equity 
prices and also includes Liquidity Risk (risk that the Bank 
may not be able to meet all its near-term liquidity needs 
within a reasonable cost). The Department monitors the 
above risks on a daily, fortnightly and monthly basis based 
on the various quantitative limits, trend analysis as well as 
an internally developed VaR model to measure the foreign 
exchange and equity Risk. Stress testing on Profit Rate 
and Liquidity Risk is reviewed by ALCO on regular basis in 
order to take corrective actions.
To further strengthen the market risk reporting and 
monitoring mechanism, the Department introduced Risk 
levels for market risk reports to improve the utility of these 
reports and enable suitable and timely corrective action by 
senior management.

Business Continuity Management (BCM)
Business Continuity is the capability to continue the 
services at an acceptable predefined levels following a 
disruptive incident.  BCM strategy in KIB addresses the 
risks inherent with unexpected business interruptions and 
the business continuity management system designed, 
implemented and maintained provides a rigorous 
mechanism to ensure that its systems and procedures are 
capable to manage business disruptions as defined by its 
steering committee.
Technical and Functional recovery tests are undertaken 
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continuously to ensure our preparedness, and aims for the 
safety of staff, resuming customer data core processing, 
other critical systems as well as its sub-systems at 
acceptable levels within the shortest possible time 
and with minimal disruptions, under defined scenarios. 
This is certainly a proactive stance to reducing risk and 
ensuring the resilience of the KIB against unexpected 
disruptions. Kuwait International Bank has been awarded 
the International Organization for Standardization, 
ISO 22301:2012 Certificate for “Business Continuity 
Management System”. The KIB success in having the ISO 
22301:2012 Certificate awarded to it is  evidence that the 
Bank operates an active and advanced banking system 
in all its activities, covering Retail Banking Services, 
Commercial Banking Services, and Treasury, along with 
the advanced office systems applied by the Bank.
KIB is the first bank in Kuwait to obtain an ISO 22301 
certificate by BSI (British Standards Institute) in addition to 
being the first bank to undergo a successful independent 
assessment while demonstrating compliance with global 
standards within clear demonstration of leadership.

Bank’s Risk Management Projects
As stated  above, KIB initiated throughout 2014 several 
projects for the purpose of compliance with the supervisory 
and regulatory requirements to reinforce the Bank-wide 
risk management function. The Risk Team managed 
during 2014 the following projects under oversight of the 
Board Risk Management Committee (BRMC). 
1 - ERM Architecture and Solution: This  is slated to 

be a  State-of-Art  ERM solution providing robust and 
modern Architecture and Solution.

2 - Updating ICAAP and Stress Tests of the Bank 
Considering Basel III Guidelines: The Bank 
worked to update its Internal Capital Adequacy 
Assessment Process (ICAAP) and Stress Testing (ST) 
methodologies, taking into consideration the additional  
capital requirements against Pillar II risks, and the 
stress test impacts on the bank financial position, and 
the CBK’s instructions on Basel III. ICAAP/ST ensured 
that the enterprise wide risk impacting the Bank are 

quantified and highlighted to the Senior Management 
as well as the Board of Directors. Further, the 
scenarios and assumptions used in the stress testing 
were revisited and optimized to improve the internal 
assessment of capital and stress tests approach.

3 - USE Test: Off-site surveillance (OSS): The Bank 
continued to update and embed the use of CAMEL 
BCOM model to undertake self-risk assessment which 
is supplementary to the ICAAP process.

4 - Validation of Credit Rating Models: The Bank has 
tested and validated its internal credit rating model as 
a step towards enhanced Risk Practices.

5 - Delegation of Authority Project: The Board shall 
exercise judgment in establishing and revising the 
delegation of authority for Board Committees and 
the Executive Management. This delegation should 
be for authorization of expenditures, approval of 
credit facilities and for other corporate actions. Such 
delegations may be approved and expressed under 
various policies of the Bank. The thresholds for the 
identified authorities will depend on the operating 
requirements of the Bank. The issues of major capital 
expenditure, divestitures, investments and acquisitions, 
certain strategic investments would be within the 
Board’s authority and would be recommended by 
Risk Management Department. The bank is currently 
reviewing its Delegation of authority matrix and the 
delegation given (Financial and Non-financial) through 
its Risk Management function and monitored by BOD 
in order to facilitate the work environment on risk-
based approach and make sure at the same time that 
the controls in place are sufficient and adequate.

During the year 2014, the Union of Arab Banks has 
honored the Bank in the Annual Meeting of the Risk 
Managers in Arab Banks and Financial Institutions, under 
title of “Precautionary Regulatory Measures and Sound 
Practices for Risk Management”, which was held in Sharm 
El-Sheikh City in the Arab Republic of Egypt in the fourth 
quarter of 2014, organized by the Union of Arab Banks, 
in collaboration with several Arab banks and financial 
institutions, thereby recognizing   KIBs endeavors  in 
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enhancing the sound practices of risk management, 

through the active participation and sponsorship of such 

events, where recommendations are offered towards 

enhancement of the role of the banking sector for mitigation 

of risks which this sector faces, tailored with the changes 

in the global economic environment.

Financial Leverage Ratio 
The Group’s financial leverage ratio comprises of Tier (1) capital 

( as defined in the instructions on capital of Islamic Banks 

Standard) divided by total exposures which consists of:

1 - On-Balance sheet exposures.

2 - Exposures of hedging contracts compliant with Islamic 

Shari’ah  Standards.

3 - Off-Balance sheet exposures.

As on 31 December 2014, the financial leverage ratio 

is 11.56% compared to the ratio required by regulatory 

authorities of 3%, Tier (1) Capital of KD 229,647 thousand 

and total exposures is KD 1,987,225 thousand.
Disclosure of the financial leverage standard is as follow:

(2014)
(KD’000)

Sl. Item Amount

On-Balance Sheet Exposures

1 On-balance sheet items (excluding derivatives and SFTs, but including collateral) 1,700,500

2 (Asset amounts deducted in determining Basel III Tier 1 capital) -

3 Total on-balance sheet exposures (excluding derivatives and SFTs) (sum of lines 1 and 2) 1,700,500

Derivative exposures 

4 Replacement cost associated with all derivatives transactions (ie net of eligible cash variation 
margin) -

5 Add-on amounts for PFE associated with all derivatives transactions -

6 Gross-up for derivatives collateral provided where deducted from the balance sheet assets 
pursuant to the operative accounting framework -

7 (Deductions of receivables assets for cash variation margin provided in derivatives transactions) -
8 (Exempted CCP leg of client-cleared trade exposures) -

9 Total derivative exposures (sum of lines 4 to 8) -

Other off-balance sheet exposures 

10 Off-balance sheet exposure at gross notional amount 362,895

11 (Adjustments for conversion to credit equivalent amounts) (76,170)

12 Off-balance sheet items (sum of lines 10 and 11) 286,725

Capital & Total Exposures

13 Tier 1 of the Capital 229,647

14 Total exposures (sum of lines 3, 9, 12) 1,987,225

Financial Leverage Ratio

15 Basel III leverage ratio (13/14) 11.56%
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Human Resources Department (HRD)

Despite the present market conditions and the heated 
competition, HRD succeeded to maintain the Kuwaiti 
labor force ratio within the government prescribed limit  
to reach 62.09%. Training Division conducted 23 external 
courses during 2014, along with 90 local training courses, 
157 training courses at the Institute of Banking Studies 
(IBS), and 1286 in-house courses in 2014.
During 2014, HR department introduced some in-house 
enhancements targeted to reduce paperwork, the number 
of unnecessary signatures and stimulation of business 
productivity. Examples include the enhancement of the 
recruitment approval process, by cut of the procedure 
steps and thus, such procedure has become smoother.
HR Department has also semi-automated the Manpower 
Budget calculation templates to ensure proper Manpower 
budgets are accurately calculated and used correctly and 
properly monitored around the year as to help avoid any 
discrepancies. A new Employee Performance Appraisal 
(EPA) form for 2014 was designed to help departments 
better understand the performance management exercise 
with a new 5 levels evaluation system, whereby the bank 
management was keen to observe staff behavior rather 
than the mere set of financial targets. This was based 
on best practice research, indicating that a 5 levels 
system derives its robust and reliability from the scoring 
process.

International Banking Department

The International Banking Department (IBD), continued 
to play its key role within the corporate structure of KIB, 
and implementing the Bank’s carefully devised strategy 
of building and maintaining international relations and 
promoting International Finance and correspondent 
banking services. Managed by a team of qualified and 
experienced Banking Professionals, IBD operates within 
a strict risk management framework, and continuously 
strives to keep pace with the industry’s best practices.
IBD operations revolve around the following key business 

segments aiming at developing specific products and 
services for the benefit of KIB and its Clients alike:
1 - International Correspondent Banking.
2 - Capital Markets Funding and Placements.
3 - Syndicated Facilities, Structured Finance, Trade 

Finance, Risk Participations.
4 - Multinational Corporations and Infrastructure Project 

Finance.
5 - Commodity Trade Finance.

In 2014, IBD continued its reach towards international 
markets and consolidated its international presence by 
increasing its network of correspondent banks, entering 
into bilateral and syndicated financing transactions with 
Financial Institutions covering  projects and commodity 
trade finance.

IBD continued its strategic focus on diversifying its portfolio 
exposure across products and geographies with emphasis 
on emerging markets and supporting multinational EPC 
contractors on their projects in Kuwait.
IBD cemented its close links with a growing number of 
major international banks throughout the world, which 
contributed to efficient and prompt exchange of business 
flows and multi-currency fund transfers for KIB individual 
and corporate Clients alike.

Moreover, IBD banked on the increasing demand for 
Sharia compliant solutions and the growing market 
appetite for Islamic instruments to secure a lead role in 
the financing of many business opportunities and projects 
on both the local and international arenas.

IBD has evolved into an important source of value creation 
for KIB as well as its Clients. IBD has maintained a high 
reputation in the Islamic banking industry and worked 
persistently to structure innovative and competitive 
Sharia compliant financing products. Such endeavors 
have helped KIB carve out a special market niche for 
its International Business and Correspondent Banking 
activities within the Islamic banking industry.
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Economic Research & Translation 
Unit (ERTU)
Economic Research & Translation Unit (ERTU) plays an 
essential supportive role based on monitoring the changes 
to the operational and economic environments affecting 
the activities of banking and financial institutions at local 
and international levels. On an ongoing basis, ERTU’s 
vivid role is also based on the availability of precise 
and accurate economic data in due course, along with 
monitoring the economic developments and fluctuations 
incurred in business environments. For this purpose, 
ERTU provides technical studies, reports and updated 
data bases which function as a supportive instrument to 
the decision making mechanism in the Bank.
In 2014, translation function has been added to report 
to and be part of the Economic Research Unit. As such, 
a new business mechanism is adopted to render quality 
translation services to all bank departments in due course. 
This function covered translating the in-house policies 
and procedures to the bank departments, along with the 
swift response to the daily translation requests. This has 
helped also in translating certain outputs of the Economic 
Research & Translation Unit into English language to 
expand its activity and ensure that Al-Dawli staff and 
customers, in spite of their different languages,  make use 
of these outputs.
In this context, Al-Dawli ERTU continued to provide 
technical support to the bank departments according 
to their needs and the nature of their activities. It also 
continued to provide the data and instruments required to 
ensure completion of the studies and researches made by 
the bank departments to develop their business and survey 
investment prospects in certain economic sectors, as well 
as to meet different necessary regulatory requirements. 
Therefore, ERTU endeavored in 2014 to expand their pool 
of instruments, studies and periodic reports so as to make 
them available to the bank>s staff and administration crew, 
to cover the following:

Updated Database: ERTU launched an updated 
economic, financial and banking database in Arabic & 
English languages covering statistical and compound 
changes and indicators of the State of Kuwait and the 
neighboring countries, along with the time series extending 
to almost ten years, for monitoring the economic changes 

ambient with the KIB business and activities, as to help 
ease comparison and forecasting related to business 
environments and set up a mechanism for updating the 
database and upload them on the bank’s Intranet, to 
ensure easy access by all bank staff meeting their different 
needs.

Economic Outlook Studies: ERTU prepared semi-
annual studies titled, “The Present Status and Prospects 
of Kuwait Economy”. These studies monitor the local and 
international economic changes and sum up the most 
important forecasts related to performance of Kuwait 
economy in the short and medium runs. The first study 
was issued in May 2014, followed by another in November 
of the same year.

Follow up Reports: Based on the Central Bank of Kuwait 
instructions on 20 June 2012, ERTU continued to prepare 
the semi-annual periodic report on the efforts exerted by 
Al-Dawli to overcome the challenges encountering the 
retail and corporate sectors, and the endeavors exerted  
for the development of services and products related 
thereto. ERTU prepared two reports in this regard, and two 
studies were made also, the first on the economic impacts 
of the e-banking services in Kuwait and the region, and 
the other on the role assumed by small and medium size 
establishments in the economic development process.

Economic Sectors Risk Rating Report: In collaboration 
with the Risk Management Department, ERTU continued 
to evaluate and compute risk ratings to the various 
economic sectors in the State of Kuwait, by means of 
creating Economic Risks Ratings Index in the State of 
Kuwait, and inclusion it in its report on the assessment of 
risk degrees of the various economic sectors.

Periodic Reports: ERTU continued issuing its periodic 
reports on the Kuwait Real Estate Market. It has also 
developed further indices on the real estate market, of 
which is the creation of price level indictors to the various 
real properties on the sectoral and geographic levels as 
well, and indicators of the total traded areas , along with 
the indicator of the weighted average and the normalized 
monthly indictor for the real estate market. ERTU has 
also set a monthly report entitled “Monthly Review” of 



Kuwait Real Estate Market. This Report calculates the 
monthly real estate indicators and is prepared in Arabic 
and English languages, for the purpose of enhancing 
Al-Dawli administrative and business staff access to the 
developments in the real estate market in the short run, 
along with expanding the distribution and dissemination 
base for these reports to the concerned institutions and 
the local mass media.

Kuwait International Bank Annual Report: Economic 
Research & Translation Unit assumed the process of 
coordination, compilation and revision of the Annual Report 
published by Kuwait International Bank for the year 2014 
in its present edition released now.
Furthermore, ERTU continued to participate in seminars 
to enrich KIB’s contribution to the Islamic Economic and 
banking research studies by hosting a group of academic 
staff and specialized economists, or by participating in 
local and abroad forums. Similarly, ERTU enhanced 
the channels of communication with the domestic and 
worldwide research organizations interested in banking 
activities, to take part in their research functions and 
receive their latest updates and reports to make them 
available to KIB staff, by means of either to include them 
in KIB’s library or to post them on the KIB Intranet. ERTU 
worked out to make available to all staff members “Kuwait 
Al-Youm Gazette” in its e-module,  which is updated weekly, 
and made available to all staff at ease and convenience.

Brief on Activities of Fatwa & Shari’ah 
Supervisory Board in 2014
Praise Be to Allah, and Peace be upon his Messenger 
Mohammad, family and followers;
The Fatwa & Shari’ah Supervisory Board in Kuwait 
International Bank presents hereunder this Brief on its 
activities in 2014:

Four meetings of Fatwa & Shari’ah Supervisory Board • 
were convened and (17) resolutions were passed. 
The regulations embodied in these resolutions varied 
according to the various bank departments.
In respect of Marketing and Public Relations, marketing • 
ads have been adjusted or endorsed, and competition 
for recital of Al-Qur’aan Al-Kareem was arranged to the 
KIB staff and customers and their children.
In the area of Shari’ah supervision, the Fatwa & Shari’ah • 

Supervisory Board is satisfied that the KIB businesses 
and activities have been carried out in line with 
Shari’ah regulations laid down by the Fatwa & Shari’ah 
Supervisory Board in the Bank.
In the area of the Shari’ah auditing, the semi-annual • 
Shari’ah audit plan has been implemented according 
to the applicable policies in the bank. The Shari’ah 
audit covered all the bank departments, divisions and 
branches. The report has been presented to the external 
auditors and then to the members of the board of 
directors and the Chief Executive Officer.
These actions have been performed, with grace of Allah, • 
with positive cooperation of the executive managers, 
divisions managers and all the bank staff.
As for Shari’ah education, training courses have been • 
held on the program of “Essentials of the Islamic Banking 
Business & its Products”, and the program of Islamic 
Investment Funds. These courses handled the following 
subjects: Governing Rules in Banking & Investment – 
Mudharaba – Wakala in Investment – Lease-to-Own 
[Ijara Muntahia Bil-Tamaluk] – Formulas & Instruments 
of Islamic Investment. The training covered also the 
Shari’ah qualification course to newly recruited staff, on 
12 training course, and the number of trainees reached 
253 (two hundred fifty three trainee staff).
The Fatwa & Shari’ah Supervision Board has also • 
posted Shari’ah fiqih on the KIB Intranet.
The Fatwa & Shari’ah Supervision Board replied to all • 
inquiries raised by KIB staff, customers or post-graduate 
students visitors, and provided them with the information 
relevant to conversion into Islamic banking and the 
Shari’ah consideration in banking, finance and Islamic 
investment transactions.
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Consolidated Statement of Profit or Loss - year ended 31 December 2014
(All amount in Kuwaiti Dinars in ‘000)
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Consolidated Statement of Profit or Loss and Other Comprehensive
Income - year ended 31 December 2014
(All amount in Kuwaiti Dinars in ‘000)
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Consolidated Statement of Financial Position - As at 31 December 2014
(All amount in Kuwaiti Dinars in ‘000)
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
(All amount in Kuwaiti Dinars in ‘000)









               





 
 
 
   
   
   
   
   
   
   
   
   
   


 

 
 


 


 




         
           

  


       


         
          
          
          
          
          


                  




 
 
 
   
  
  
  
  
  
  
  
  













            








      




 












    
























    























 


               
    









 
 
 
   
   
   
   
   
   


 






Annual Report 201478
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
(All amount in Kuwaiti Dinars in ‘000)
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
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Notes to the Consolidated Financial Statements - 31 December 2014
(All amount in Kuwaiti Dinars in ‘000)
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Qualitative and quantitative disclosures related to Capital Adequacy Standard under Basel III have been
prepared in accordance with the Central Bank of Kuwait (CBK) instructions and regulations issued as per their
circular 2/RB,RBA/336/2014 dated 24 June 2014. General disclosures related to Capital Adequacy Standard under
Basel III rely on calculating the minimum capital required covering credit and market risks using the
Standardized Approach and the minimum capital required to cover operational risk using the Basic Indicator
Approach.

The major highlights of these regulations are:
Banks must maintain a capital adequacy ratio at a minimum of 12% for the year ended 31st December
2014.
Banks have to adopt the Standardized Approach for implementing Basel III, using national discretion for

o Adopting Option II for bank exposures,
o Adopting the top three rating agencies as External Credit Assessment Institutions, and
o Defining SME as the maximum aggregate retail exposure limit to one SME or to any group of

SMEs not exceeding KD 250,000.
Banks external auditors must audit capital adequacy returns.
Banks must conduct Internal Capital assessment for all material risks (Pillar II risks) under Internal Capital
Adequacy Assessment Process (ICAAP). These risks include credit concentration risk, CRM risks, remained
operation risk, legal risk, profit rate risk, liquidity risk, strategic risk, reputation risk etc.
Banks must conduct Stress testing of the banks’ one year forward business projections under different
scenarios and assess the impact on capital adequacy and profitability.

Under the Framework of Capital Adequacy, banks must provide timely, accurate, relevant and adequate
disclosures of qualitative and quantitative information that enables users to assess its activities and risk profile.
The following public disclosures are made in line with the requirements of the Central Bank of Kuwait.

For the year ended 31 December 2013, Kuwait International Bank K.S.C.P. (the “Bank”) and its subsidiary
(collectively the “Group”) followed Basel II regulations and the Group’s regulatory capital and capital adequacy
ratios are calculated in accordance with CBK circular number 2/RBA/44/2009 dated 15 June 2009, accordingly, the
disclosures do not contain comparative information.

First: Group Structure

The Group is engaged in providing Islamic banking, finance and investment services that comply with Islamic
Shari’a. Ritaj Takaful Insurance Company K.S.C.C. (the “Subsidiary”) is fully consolidated into the Bank’s financial
statements.

The subsidiary is a 73.60% (2013: 73.60%) owned Islamic insurance company registered in Kuwait. Its main
activities include Takaful Insurance (Co operative insurance).

Second: Capital Structure

The Group’s regulatory capital comprises of Common Equity Tier (1) “CET 1” capital which demonstrates the
Group’s strength and includes share capital, reserves, non controlling interest minus the treasury shares and
dividends declared. Additional tier (1) capital includes additional paid in capital and non controlling interest. Tier
(2) consists of non controlling interest and general provision up to 1.25% of the total credit risk weighted assets
according to rules and regulations.

The Group does not have structured or complex equity instruments which are prohibited by Islamic Shari’a
principles.

As at 31st of December 2014, Common Equity Tier (1) amounted to KD 229,291 thousand and Additional Tier (1)
“AT1” amounted KD 356 thousand collectively known as “Core Capital”, Tier (2) “Supplementary Capital”
amounted KD 11,588 thousand, the total eligible capital of the Group as of 31 December 2014 is KD 241,235
thousand.
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Third: Additional Capital Disclosure requirements

1. Common Disclosure Template:

The Group’s regulatory capital which consists of the Common Equity Tier (1), AT(1) and Tier (2) is as follows:

2014
KD 000’

Particular Amounts

Common Equity (CET 1)
Share capital 103,732
Share premium 49,480
Revaluation reserve 16,588
Fair Value reserve 17,739
Statutory Reserve 29,081
Voluntary Reserve 22,998
Treasury share reserve 4,846
Retained earnings 30,061
Less:
Treasury shares 45,234
Dividends declared
Goodwill
Other intangibles
Investments in Financial
Institutions ’s with an
ownership of less than 10% and
above the threshold
Investments in Financial
Institution’s with an
ownership of more than 10%
and above the threshold
Total Common Equity Tier (1) 229,291
AT (1)
Eligible non controlling interest in consolidated subsidiaries 356
Total Tier (1) 229,647
Tier (2)
General provision (up to 1.25%
of the total credit risk weighted
assets) 11,517
Eligible non controlling interest in consolidated subsidiaries 71
Total Tier (2) 11,588
Total available capital 241,235
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2. Reconciliation Requirement

The Group has applied the three step approach for the reconciliation between the Statement of Financial
Position items and the regulatory capital elements as outlined in the regulations as follows:

Step (1) and (2):

2014
KD 000’

Particular
Statement of

Financial Position
as per published

financial
statement

Under
regulatory
scope of

consolidation

Ref.

Asset
Cash 8,808 8,808
Cash and bank balances at central banks 340,408 340,408
Items in the course of collection from other banks and financial
institution

64,101 64,101

Trading portfolio assets
Financial assets at fair value through statement of income 100 100
Shari’a Complaint hedging contracts
Financing and advances to banks 28,217

28,217
Financing and advances to customers 1,071,597

1,071,597
Financial assets available for sale 60,978 60,978
Current and deferred tax assets
Prepayments, accrued income and other assets 9,339 9,339
Investment properties 50,139 50,139
Investments in associates and joint ventures 3,875 3,875
Goodwill and other intangible assets (a) + (b)

Goodwill (a)
Intangible assets (b)

Property, plant and equipment 25,017 25,017
Total assets 1,662,579 1,662,579

Liabilities
Deposits from banks and financial institution 397,370 397,370
Items in the course of collection due to other banks
Customer accounts 986,793 986,793
Trading portfolio liabilities
Financial liabilities at fair value through statement of income
Shari’a Complaint hedging contracts
Financing securities (Sukuk)
Accruals, deferred income and other liabilities 34,425 34,425
Current and deferred tax liabilities (c) + (d)

Deferred tax liabilities related to goodwill (c)
Deferred tax liabilities related to intangible assets (d)

Provisions (non cash) 3,175
3,175

Retirement benefit liabilities
Total liabilities 1,421,763 1,421,763

Basel III Pillar III disclosures
For the year ended 31 December 2014
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Step (1) and (2) (continued):

2014
KD 000’

Particular
Statement of

Financial Position
as per published

financial
statement

Under
regulatory
scope of

consolidation

Ref.

Equity
Share capital (h) + (i) 103,732 103,732

Common Equity Tier (1) 103,732 103,732 (h)
Additional Tier (1) (i)

Share premium 49,480 49,480
Treasury shares (45,234) (45,234)
Other reserves 129,716 129,716
Attributable to Bank’s equity shareholders 237,694 237,694
Non controlling interests 3,122 427 (j)

Common Equity Tier (1)
Additional Tier (1) 356
Tier (2) 71

Total equity 240,816 238,121
Total liabilities and equity 1,662,579 1,659,884

Step 3:

2014
KD 000’

Serial No. Common Equity (CET 1) Component of
regulatory capital
reported by the

Group

Source based on reference of
the Statement of Financial

Position under the regulatory
scope of consolidation from

Step 1&2
1 Share capital 103,732 (h)
2 Share premium 49,480
3 Eligible non controlling interest in

consolidated subsidiaries 356 (j)
4 Revaluation reserve 16,588
5 Fair Value reserve 17,739
6 Statutory Reserve 29,081
7 Voluntary Reserve 22,998
8 Treasury share reserve 4,846
9 Retained earnings 30,061
10 Common Equity Tier (1) capital before

regulatory adjustments
274,881

11 Prudential valuation adjustments
12 Goodwill (net of related tax liability) (a) (c)
13 Intangible (net of related tax liability) (b) (d)
14 Other exposures

Total 274,881

Basel III Pillar III disclosures
For the year ended 31 December 2014
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3. Main features disclosure

Disclosures for main features of regulatory capital instruments

1. Issuer Kuwait International Bank K.S.C.P.
2. Unique identifier (e.g. CUSIP, ISIN or Bloomberg identifier

for private placement)
KIB

3. Governing laws of the instrument Law No. 32/1968 and Com Law No.
25/2012

4. Type of Capital (CET1, AT1 , T2) CET1 + AT1 + T2
5. Eligible at solo/group/group and solo Group
6. Instrument type Equity
7. Amount recognised in regulatory capital 103,732
8. Par value of instrument 100 fils
9. Accounting classification Equity
10. Original date of issuance 13 May 1973
11. Perpetual or dated Perpetual
12. Original maturity date N/A
13. Issuer call subject to prior supervisory approval N/A
14. Optional call date, contingent call dates and redemption

Amount
N/A

15. Subsequent call dates, if applicable N/A
16. Fixed or floating dividend/coupon N/A
17. Coupon rate and any related index N/A
18. Existence of a dividend stopper N/A
19. Fully discretionary, partially discretionary or mandatory N/A
20. Existence of step up or other incentive to redeem N/A
21. Noncumulative or cumulative N/A
22. Convertible or non convertible N/A
23. If convertible, conversion trigger N/A
24. If convertible, fully or partially N/A
25. If convertible, conversion rate N/A
26. If convertible, mandatory or optional conversion N/A
27. If convertible, specify instrument type convertible into N/A
28. If convertible, specify issuer of instrument it converts into N/A
29. Write down feature N/A
30. If write down, write down trigger N/A
31. If write down, full or partial N/A
32. If write down, permanent or temporary N/A
33. If temporary write down, description of write up

Mechanism
N/A

34. Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument)

N/A

35. Non compliant transitioned features N/A
36. If yes, specify non compliant features N/A

Basel III Pillar III disclosures
For the year ended 31 December 2014
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Fourth: Capital Adequacy Ratio

At 31st of December 2014 the total Capital Adequacy Ratio is 24.38% compared to the ratio required by
regulatory authorities of 12%, Tier (1) Capital of 23.21% and Tier (2) Capital of 1.17%.

The percentage of the total Capital Adequacy Ratio is derived from dividing the Eligible Capital (CET (1)
+ AT (1) + Tier (2)) by the total risk weighted exposure.

The percentage of the Tier (1) Capital is derived from dividing the core capital (CET (1) + AT 1) by the
total risk weighted exposure.

The percentage of the Tier (2) Capital is derived from dividing the supplemental capital (Tier 2) by the
total risk weighted exposure.

At 31st of December 2014, the minimum capital requirement for the credit risk weighted exposure is KD
107,827 thousand, market risk weighted exposure is KD 304 thousand and the operational risk weighted
exposure is KD 10,585 thousand.

The Group ensures the fulfillment of Central Bank of Kuwait requirements in relation to capital adequacy
through monitoring the internal limits.

Fifth: Risk Weighted Assets and Minimum Capital Requirement

Analytics appetite and risk identification:

The Board of Directors of the Bank has approved a Risk Appetite Methodology which is linked with the Bank’s
ICAAP, Stress testing and overall Capital Management process. The Bank is reviewing regularly its Risk Appetite,
and identify various risks. This is being used in the decision making process.

Credit risk

Credit risk is the risk that the customer will fail to discharge an obligation to the financial instrument and cause the
other party to incur a financial loss. This includes risk of decline in the credit standing of the customer. While such
decline does not imply defaults, it increases the probability of customer defaulting. Financial instruments that
create credit risk include financing facilities and commitments to extend credit and investments in debt securities.
i.e. investment in sukuk.

The Credit Risk Management function is an integral part of the Risk Management Function which is headed by the
GM, Risk Management, who reports directly to the Board Risk Management Committee (BRMC). As part of the risk
management function, the Credit Risk Management strategy is to manage the credit risks in the Group’s lending
operations.

The Group has strong credit appraisal and risk assessment practices in place for identification, measurement,
monitoring and control of the credit risk exposures. The Group uses various internal Credit Risk Assessment Models
for assessing credit risk under different exposure segments. Internal ratings of the Group are subject to
comprehensive rating validation framework. The Credit Risk function ensures that the credit risks of any kind are
highlighted for all proposals presented to the approving authorities. The unit provides a detailed opinion covering
the aspects of the Group’s own policy requirements, the statutory requirements as listed in the directives of the
Central Bank of Kuwait (CBK), the market conditions and any other factor that may affect the exposure.

Basel III Pillar III disclosures
For the year ended 31 December 2014
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The Credit Risk function of the Risk Management Department ensures that the Board approves the Credit Risk
Management Policy and ensures that the Bank’s Credit Policy is reviewed and revised annually. The unit ensures
that every financing proposal submitted for approval carries the valid internal risk rating that quantifies the risk
attached to the exposure. It also ensures that any deterioration in the quality of the finance is immediately brought
to the notice of the management. The review of accounts and the available collateral, if any, is compulsorily done
once a year. In case of any perceived risk to the quality of finance receivable, the frequency of review is shortened
to half yearly or quarterly basis as per the case. Collateral evaluation is done by independent evaluation agencies or
as defined in the policies.

The Credit Risk function of the Risk Management Department prepares a quarterly and semiannual Portfolio and
industry study on a comprehensive level which provides necessary information to the management about the
quantitative and qualitative aspects of the financing exposures and the various macro and micro observations on
the existing markets and prospects. The unit also submits a monthly report that highlights the trends in the
proposals being marketed and presented for approval. This monthly report studies the pattern on parameters like
collateral, risk rating, sector and obligor concentration and profits rates and is a tool that is used for regular course
correction. Risk management is also monitoring and assessing the provisions for various risks (regular, past dues
and NPLs).

The minimum required capital for credit risk exposures is KD 107,827 thousand as at 31 December 2014 as
detailed below:

2014
KD 000’

Serial No. Exposure to credit risk Net
exposure

Risk weighted
assets

Required
Capital

1 Cash items 10,660
2 Claims on sovereigns 339,531
3 Claims on banks 91,424 32,213 3,866
4 Claims on corporate 474,586 457,894 54,947
5 Regulatory retail exposure 193,946 185,810 22,297
6 Past due exposures 35,960 18,695 2,243
7 Real estate investments 50,139 96,071 11,529
8 Investment and financing with

Customers
9 Exposures resulting from sukuk

and securitization (taskeek) 6,021 21,367 2,564
10 Other exposures 93,127 109,339 13,121

Less : Capital required for excess in general
Provision (over 1.25% of CRWA) (22,834) (2,740)

Total 1,295,394 898,555 107,827

Market risk

Market risk is the risk that the fair value and the future cash flow of a financial instrument will fluctuate because
of changes in market prices. Market risk comprises of three types of risks including profit rate risk, currency risk
and other price risk (other than those arising from profit rate risk or currency risk)

Market risk also refers to the risk of the Bank's financial condition resulting from adverse price or volatile
movements of the assets contained in its portfolio. Market risk represents what the Group could lose if prices or
volatility changed. The Group measures relevant Market Risks inherent in its portfolio and decides the frequency
of this measurement which depends on the business strategy of the Group, the nature of its assets and the
regulatory restrictions applicable in the Kuwait market.
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The Group manages market risk by implementing pro active methodologies like putting in place policies &
procedures for the measurement, monitoring and control of market risks and addresses aspects like clear
definition of roles & responsibilities of the various functionaries involved at all levels for the activity
concerned, establishing clear approval authority structure, ensuring by way of limits, that the market risk are
within acceptable levels etc.

Market Risk Weighted Exposure during the financial year 2014 amounted to KD 2,532 thousand, based on the
standardized approach. The minimum required capital for market risk exposures amounts to KD 304
thousand. The Group’s market exposure was related to the foreign currency exchange risk and the Group did
not have any other market risk exposure.

Market risk governance framework

Foreign exchange risk arising from the Group’s treasury activities are managed within treasury. Equity price
risk is managed within the Investment Department. The quantum of the exposures is measured and
monitored by the risk management department and governed by the Asset and Liability Committee (ALCO),
the activities of which are overseen by the Board Risk Management Committee (BRMC).

Operational risk

Operational risk is defined as the risk of loss exposure resulting from inadequate or failed internal processes,
human factor and systems, or from external events. Managing this risk relies on identifying risks that exist
within the organization; the education of the Group employees on the operational risks they encounter in the
course of their duties; and ensuring that the control framework works effectively.

The Group identifies and assesses the operational risk in products, activities, processes and systems. It also
ensures that before any new products or services, activities, processes or systems are introduced; the
associated operational risks are properly assessed and mitigated.

Risk identification is vital to the development of viable operational risk monitoring and control systems. Risk
identification considers internal factors such as the Group’s structure, the nature of its activities, the quality of
its human resources, organizational changes and employee turnover. It also examines external factors such as
changes in the industry, major political and economic changes, and technological advances.

Operational risk weighted exposures calculated during the year 2014 amounted to KD 88,208 thousand as per
the Basic Indicator Approach. The amount calculated for operational risk weighted exposures is adequate to
cover any projected risks to maintain a reasonable profit ratio for shareholders and investment account
holders. The minimum required capital for operational risk exposures amounts to KD 10,585 thousand.

The Group is conducting on regular basis RCSAs (Risk Control Self Assessments) and follows a mitigation plan
to mitigate its operational risks. The Operational Risk Management includes also Incident Reporting, KRIs (Key
Risk Indicators), etc.

Operational risk governance framework

Since operational risk arise from a multitude of processes, the primary focus of operational risk management
is in developing awareness of operational weaknesses, strengthening the controls and installing additional risk
mitigation where required. The Operational Risk Framework comprises a process for assessing risks based on
likelihood of occurrence and severity of the impact, if it does occur. The lessons learned from previous
operational risk events also provide opportunities to strengthen controls. The Head of Operational Risk works
with the business departments through a group of operational risk coordinators to improve understanding of
operational weaknesses and take preventative steps to mitigate the risk.
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Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another financial asset. To limit liquidity risk, management has
arranged diversified funding source in addition to its core deposit base, manages assets with liquidity in mind,
and monitors liquidity on a daily basis.

The Group maintains access to liquidity in the form of consolidated statement of financial position and access
to market such that even under adverse condition, it does not need to raise deposits at unreasonable rates or
sell assets on a forced basis. The Group’s management of liquidity risk is consistent with its overall risk
management framework and includes establishing minimum liquid asset requirements and limits with regards
to the acceptance of short term wholesale deposit to protect against short term liquidity demands.
The Group monitors liquidity risk by measuring the liquidity gaps on a daily basis and the position is reviewed
by ALCO on a monthly basis.

Liquidity risk also refers to the risk arising from the inability of the Group to meet its obligations when due as a
result of unavailability of funds at an economically viable price. Liquidity risk can arise from unexpected
withdrawals of deposits or an inability to sell assets in the market due to absence of buyers. In its most acute
form, Liquidity Risk is the risk that the Group may be unable to obtain at a certain time the resources
necessary to meet its obligations / commitments which can either be financing or the repayment of maturing
debts.

Liquidity risk governance framework

The liquidity risk in the Group is managed by establishing gap limits and other prudential measures. Gap
methodology sets limits for the extent of mismatch (excess of maturing liabilities over maturing assets) that
the Group is prepared to carry on its books by adhering to the limits as stipulated by the Central Bank of
Kuwait for cumulative mismatch (total Statement of Financial Position and Foreign Currency position). Apart
from adherence to the regulatory reserve ratios and maximum financing limits the Group has also established
internal prudential limits for managing long term mismatch and liquidity concentrations. Liquidity risk
management is overseen by the ALCO and Board Risk Management Committee.

Business Continuity Management

Business Continuity is the capability to continue the services at acceptable predefined levels following a
disruptive incident. Business Continuity Management Strategy (BCMS) in the Group addresses the risks
inherent with unexpected business interruptions and has been designed to make sure that its systems and
procedures are capable of managing business disruptions as defined by its steering committee.

Group has a Disaster Recovery Site, and server backups are stored off site and transaction logs are copied
regularly. Technical and Functional recovery tests are undertaken periodically to ensure our preparedness
aims for the safety of staffs, resuming customer data core processing, other critical systems as well as its sub
systems at acceptable levels within the shortest possible time and with minimal disruptions, under defined
scenarios.

The Group fully recognizes the importance of maintaining a comprehensive business continuity program and
has well established its BCMS policy, strategy procedures and plans that provide resilience and recovery of the
Group’s critical systems and data at an acceptable level.

The Group has established BCM strategy document taking into considering the following zero tolerance risks:

o Noncompliance with Sharia principles
o Noncompliance with Central of Kuwait requirements
o Noncompliance with IT Security policies and baseline requirements
o Noncompliance with Anti Money Laundering requirements
o Noncompliance with all applicable laws and regulations
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The Group manages market risk by implementing pro active methodologies like putting in place policies &
procedures for the measurement, monitoring and control of market risks and addresses aspects like clear
definition of roles & responsibilities of the various functionaries involved at all levels for the activity
concerned, establishing clear approval authority structure, ensuring by way of limits, that the market risk are
within acceptable levels etc.

Market Risk Weighted Exposure during the financial year 2014 amounted to KD 2,532 thousand, based on the
standardized approach. The minimum required capital for market risk exposures amounts to KD 304
thousand. The Group’s market exposure was related to the foreign currency exchange risk and the Group did
not have any other market risk exposure.

Market risk governance framework

Foreign exchange risk arising from the Group’s treasury activities are managed within treasury. Equity price
risk is managed within the Investment Department. The quantum of the exposures is measured and
monitored by the risk management department and governed by the Asset and Liability Committee (ALCO),
the activities of which are overseen by the Board Risk Management Committee (BRMC).

Operational risk

Operational risk is defined as the risk of loss exposure resulting from inadequate or failed internal processes,
human factor and systems, or from external events. Managing this risk relies on identifying risks that exist
within the organization; the education of the Group employees on the operational risks they encounter in the
course of their duties; and ensuring that the control framework works effectively.

The Group identifies and assesses the operational risk in products, activities, processes and systems. It also
ensures that before any new products or services, activities, processes or systems are introduced; the
associated operational risks are properly assessed and mitigated.

Risk identification is vital to the development of viable operational risk monitoring and control systems. Risk
identification considers internal factors such as the Group’s structure, the nature of its activities, the quality of
its human resources, organizational changes and employee turnover. It also examines external factors such as
changes in the industry, major political and economic changes, and technological advances.

Operational risk weighted exposures calculated during the year 2014 amounted to KD 88,208 thousand as per
the Basic Indicator Approach. The amount calculated for operational risk weighted exposures is adequate to
cover any projected risks to maintain a reasonable profit ratio for shareholders and investment account
holders. The minimum required capital for operational risk exposures amounts to KD 10,585 thousand.

The Group is conducting on regular basis RCSAs (Risk Control Self Assessments) and follows a mitigation plan
to mitigate its operational risks. The Operational Risk Management includes also Incident Reporting, KRIs (Key
Risk Indicators), etc.

Operational risk governance framework

Since operational risk arise from a multitude of processes, the primary focus of operational risk management
is in developing awareness of operational weaknesses, strengthening the controls and installing additional risk
mitigation where required. The Operational Risk Framework comprises a process for assessing risks based on
likelihood of occurrence and severity of the impact, if it does occur. The lessons learned from previous
operational risk events also provide opportunities to strengthen controls. The Head of Operational Risk works
with the business departments through a group of operational risk coordinators to improve understanding of
operational weaknesses and take preventative steps to mitigate the risk.
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The Group’s BCM program adheres to the guidelines of international organization for standardization, Good
Practice Guidelines by the Business Continuity institute and Basel Joint Forum: High level Principles for
Business Continuity.

BCM Lifecycle elements are conducted periodically in accordance with the BCM maintenance standard as
defined in the BCM policy. (i.e.) standards and procedures, business impact analysis, BCM strategy and
recovery plans. The Group’s Recovery capabilities are validated by periodic exercises and tests and report to
its governance committee, as per the testing standards defined in the policy. The annual training and
awareness program includes a mandatory awareness session for all employees.

Business continuity management governance framework

The BCM Manager works with the business through a group of BCM leaders to improve understanding of
business continuity weakness and take preventive steps to mitigate the risks. Business Continuity Steering
Group (BCSG) at the management level is to ensure that BCM policy incorporates sound business continuity
management practices that are implemented effectively within the Group. The BCSG also ensure that the
members, senior management are fully aware of and are constantly monitoring the continuity requirements
of their business functions.

BCSG convene to review the progress of BCM programs and its lifecycle elements and also approve any
changes to the BCM documents all the activities of which are overseen by the Board Risk Management
Committee (BRMC).

Compliance Risks:

The Group follows a zero tolerance policy with respect to regulatory compliance risk. A comprehensive CBK
compliance framework is in place to monitor and review adherence to regulatory requirements.

In addition to the above, Risk Management framework covers under the Legal Risk Management and
Operational Risk Management the Shari’a Compliance Risks.

Both Internal Audit Programs and Internal Control Reviews (ICR) have no violations on Shari’a compliance of
the Group as per its Shari’a and Fatwa Supervisory Board.

Enterprise Risk Management

Risk management is an integral part of the decision making processes for the Group. It is implemented
through a governance process that emphasizes independent risk assessment, control and monitoring,
overseen directly by the Board and Senior Management. The Group continues to upgrade its risk
management capabilities in the light of developments in the business, banking and stock market regulations
and risk management best practices. The Group operates a key risk indicators system for managing risk,
which contains the strategic risk and reputation risk management.

The Group is undertaking serious initiatives to move from the traditional risk management to the wider
concept of Enterprise Risk Management by maintaining and targeting highly qualified professional Risk
Managers and Analysts, state of art risk solution and ensuring the practice of good governance.
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Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another financial asset. To limit liquidity risk, management has
arranged diversified funding source in addition to its core deposit base, manages assets with liquidity in mind,
and monitors liquidity on a daily basis.

The Group maintains access to liquidity in the form of consolidated statement of financial position and access
to market such that even under adverse condition, it does not need to raise deposits at unreasonable rates or
sell assets on a forced basis. The Group’s management of liquidity risk is consistent with its overall risk
management framework and includes establishing minimum liquid asset requirements and limits with regards
to the acceptance of short term wholesale deposit to protect against short term liquidity demands.
The Group monitors liquidity risk by measuring the liquidity gaps on a daily basis and the position is reviewed
by ALCO on a monthly basis.

Liquidity risk also refers to the risk arising from the inability of the Group to meet its obligations when due as a
result of unavailability of funds at an economically viable price. Liquidity risk can arise from unexpected
withdrawals of deposits or an inability to sell assets in the market due to absence of buyers. In its most acute
form, Liquidity Risk is the risk that the Group may be unable to obtain at a certain time the resources
necessary to meet its obligations / commitments which can either be financing or the repayment of maturing
debts.

Liquidity risk governance framework

The liquidity risk in the Group is managed by establishing gap limits and other prudential measures. Gap
methodology sets limits for the extent of mismatch (excess of maturing liabilities over maturing assets) that
the Group is prepared to carry on its books by adhering to the limits as stipulated by the Central Bank of
Kuwait for cumulative mismatch (total Statement of Financial Position and Foreign Currency position). Apart
from adherence to the regulatory reserve ratios and maximum financing limits the Group has also established
internal prudential limits for managing long term mismatch and liquidity concentrations. Liquidity risk
management is overseen by the ALCO and Board Risk Management Committee.

Business Continuity Management

Business Continuity is the capability to continue the services at acceptable predefined levels following a
disruptive incident. Business Continuity Management Strategy (BCMS) in the Group addresses the risks
inherent with unexpected business interruptions and has been designed to make sure that its systems and
procedures are capable of managing business disruptions as defined by its steering committee.

Group has a Disaster Recovery Site, and server backups are stored off site and transaction logs are copied
regularly. Technical and Functional recovery tests are undertaken periodically to ensure our preparedness
aims for the safety of staffs, resuming customer data core processing, other critical systems as well as its sub
systems at acceptable levels within the shortest possible time and with minimal disruptions, under defined
scenarios.

The Group fully recognizes the importance of maintaining a comprehensive business continuity program and
has well established its BCMS policy, strategy procedures and plans that provide resilience and recovery of the
Group’s critical systems and data at an acceptable level.

The Group has established BCM strategy document taking into considering the following zero tolerance risks:

o Noncompliance with Sharia principles
o Noncompliance with Central of Kuwait requirements
o Noncompliance with IT Security policies and baseline requirements
o Noncompliance with Anti Money Laundering requirements
o Noncompliance with all applicable laws and regulations
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a. Strategic Risk

The Group defines strategic risk as the current or prospective impact on Group’s earnings, capital, and risks
arising from changes in environment the Group operates in, from adverse strategic decisions, improper
implementation of decision or lack of responsiveness to industry strength, economic direction or technological
changes. In this regard the Group has put in place strategic risk framework to identify measure, monitor and
report strategic risk exposures. For the purposes of strategic risk the sources of risks are from:

Inadequate strategic governance framework;
Inadequate identification of factors that impact the strategy and/or business plans;
Insufficient planning and resource allocation process;
Failure in execution of plans, projects and initiatives; and
Issues related to environment dynamics – internal and external including products, services and practices
of the Group.

Strategic risk will be primarily assessed in terms of the controls available to mitigate such risks and the Group’s
ability to successfully implement its goals under its long term strategic plan. Matrices have been developed to
monitor and measure through a score card process to assess strategic risks on strategic plan, and consider
whether the Group has adequate capacity to withstand those risks against stated / approved risk appetite.
Capital is assessed based on metric score taking into account all strategic initiatives that impact the business and
earnings through a self assessment exercise.

Strategic Risk model: as part of its Risk Management Framework, ICAAP and Stress Testing, The Bank will assess
its strategic risk based on a scorecard that spans five dimensions:

Completeness of the Bank’s strategy objectives
Regular and effective Board oversight over alignment with strategy
Complexity of strategy
Current risks to achievement of strategy (external / internal)
Bank’s track record of achieving its strategy over the past 5 years

Mapping with capital: The Bank assesses the scenario where bank does not achieve planned growth and half of
the expected RoE as a case of worst possible score. Accordingly, the scores will be mapped to capital, with a floor
of predefined base points (BPs) for the best possible score.

b. Reputation Risk

Reputation risk is defined as the risk of current or prospective negative impact on the Group’s earnings or
capital arising from damage to the Group’s reputation in the perception of major stakeholders. The Group
seeks to manage its reputation risk through a reputation risk management framework that addresses on:

Identifying key reputation risk indicators under each drivers;
Establishing the roles and responsibilities of different entities in the reputation risk assessment and
management process; and
Developing a formalised and structured approach for managing reputation risk of the Group.

The Group has identified various reputation risk indicators and has classified them under 12 drivers. These
KRI’s are managed under customer satisfaction, financial soundness, corporate governance, management
integrity, business practice, risk management and control environment, regulatory compliance, transparency,
media and rumors, corporate culture, staff competence and crisis management. These parameters are used
for assessing and managing reputation risk.
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The Group’s BCM program adheres to the guidelines of international organization for standardization, Good
Practice Guidelines by the Business Continuity institute and Basel Joint Forum: High level Principles for
Business Continuity.

BCM Lifecycle elements are conducted periodically in accordance with the BCM maintenance standard as
defined in the BCM policy. (i.e.) standards and procedures, business impact analysis, BCM strategy and
recovery plans. The Group’s Recovery capabilities are validated by periodic exercises and tests and report to
its governance committee, as per the testing standards defined in the policy. The annual training and
awareness program includes a mandatory awareness session for all employees.

Business continuity management governance framework

The BCM Manager works with the business through a group of BCM leaders to improve understanding of
business continuity weakness and take preventive steps to mitigate the risks. Business Continuity Steering
Group (BCSG) at the management level is to ensure that BCM policy incorporates sound business continuity
management practices that are implemented effectively within the Group. The BCSG also ensure that the
members, senior management are fully aware of and are constantly monitoring the continuity requirements
of their business functions.

BCSG convene to review the progress of BCM programs and its lifecycle elements and also approve any
changes to the BCM documents all the activities of which are overseen by the Board Risk Management
Committee (BRMC).

Compliance Risks:

The Group follows a zero tolerance policy with respect to regulatory compliance risk. A comprehensive CBK
compliance framework is in place to monitor and review adherence to regulatory requirements.

In addition to the above, Risk Management framework covers under the Legal Risk Management and
Operational Risk Management the Shari’a Compliance Risks.

Both Internal Audit Programs and Internal Control Reviews (ICR) have no violations on Shari’a compliance of
the Group as per its Shari’a and Fatwa Supervisory Board.

Enterprise Risk Management

Risk management is an integral part of the decision making processes for the Group. It is implemented
through a governance process that emphasizes independent risk assessment, control and monitoring,
overseen directly by the Board and Senior Management. The Group continues to upgrade its risk
management capabilities in the light of developments in the business, banking and stock market regulations
and risk management best practices. The Group operates a key risk indicators system for managing risk,
which contains the strategic risk and reputation risk management.

The Group is undertaking serious initiatives to move from the traditional risk management to the wider
concept of Enterprise Risk Management by maintaining and targeting highly qualified professional Risk
Managers and Analysts, state of art risk solution and ensuring the practice of good governance.
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a. Strategic Risk

The Group defines strategic risk as the current or prospective impact on Group’s earnings, capital, and risks
arising from changes in environment the Group operates in, from adverse strategic decisions, improper
implementation of decision or lack of responsiveness to industry strength, economic direction or technological
changes. In this regard the Group has put in place strategic risk framework to identify measure, monitor and
report strategic risk exposures. For the purposes of strategic risk the sources of risks are from:

Inadequate strategic governance framework;
Inadequate identification of factors that impact the strategy and/or business plans;
Insufficient planning and resource allocation process;
Failure in execution of plans, projects and initiatives; and
Issues related to environment dynamics – internal and external including products, services and practices
of the Group.

Strategic risk will be primarily assessed in terms of the controls available to mitigate such risks and the Group’s
ability to successfully implement its goals under its long term strategic plan. Matrices have been developed to
monitor and measure through a score card process to assess strategic risks on strategic plan, and consider
whether the Group has adequate capacity to withstand those risks against stated / approved risk appetite.
Capital is assessed based on metric score taking into account all strategic initiatives that impact the business and
earnings through a self assessment exercise.

Strategic Risk model: as part of its Risk Management Framework, ICAAP and Stress Testing, The Bank will assess
its strategic risk based on a scorecard that spans five dimensions:

Completeness of the Bank’s strategy objectives
Regular and effective Board oversight over alignment with strategy
Complexity of strategy
Current risks to achievement of strategy (external / internal)
Bank’s track record of achieving its strategy over the past 5 years

Mapping with capital: The Bank assesses the scenario where bank does not achieve planned growth and half of
the expected RoE as a case of worst possible score. Accordingly, the scores will be mapped to capital, with a floor
of predefined base points (BPs) for the best possible score.

b. Reputation Risk

Reputation risk is defined as the risk of current or prospective negative impact on the Group’s earnings or
capital arising from damage to the Group’s reputation in the perception of major stakeholders. The Group
seeks to manage its reputation risk through a reputation risk management framework that addresses on:

Identifying key reputation risk indicators under each drivers;
Establishing the roles and responsibilities of different entities in the reputation risk assessment and
management process; and
Developing a formalised and structured approach for managing reputation risk of the Group.

The Group has identified various reputation risk indicators and has classified them under 12 drivers. These
KRI’s are managed under customer satisfaction, financial soundness, corporate governance, management
integrity, business practice, risk management and control environment, regulatory compliance, transparency,
media and rumors, corporate culture, staff competence and crisis management. These parameters are used
for assessing and managing reputation risk.
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With the exception of consumer financing, applications for new or renewed financing are reviewed
independently in the business before being submitted to the risk management department for assessment
and recommendation. The Financing & Investment Committee reviews and challenges all applications and
approves or denies those that fall within its Board delegated authority. The Chief Risk Officer “CRO” is a non
voting member of the Financing & Investment Committee and provides an independent recommendation. He
has the authority to escalate a proposal to the Board if he disagrees with the decision of the Committee. The
Board of Directors decides on all proposals in excess of the delegated authority of the Board Financing &
Investment Committee.

Net Credit Exposures classified as Rated or Unrated (External Ratings)

The Group depends on a group of CBK approved external rating agencies including S&P, Moody’s and Fitch to
support internal credit ratings.

2014
KD 000’

Serial No. Credit risk exposure Net Credit
Exposure

Rated
Exposure

Unrated
Exposures

1 Cash items 10,660 10,660
2 Claims on sovereigns 339,531 339,531
3 Claims on banks 91,424 43,752 47,672
4 Claims on corporate 474,586 474,586
5 Regulatory retail exposure 193,946 193,946
6 Past due exposures 35,960 35,960
7 Real estate investments 50,139 50,139
8 Investment and financing with Customers
9 Exposures resulting from sukuk and

securitization (taskeek) 6,021 4,437 1,584
10 Other exposures 93,127 93,127

Total 1,295,394 48,189 1,247,205

Credit Risk Exposures classified Self financed and Un Restricted Investment Accounts

2014
KD 000’

Serial No. Credit risk exposure Self Financed Un Restricted
Investment Accounts

1 Cash items 9,766 894
2 Claims on sovereigns 311,044 28,487
3 Claims on banks 83,754 7,670
4 Claims on corporate 838,457 69,813
5 Regulatory retail exposure 179,242 16,416
6 Past due exposures 64,787 5,933
7 Real estate investments 45,932 4,207
8 Investment and financing with Customers 8,748 802
9 Exposures resulting from sukuk and

securitization (taskeek) 6,954 637
10 Other exposures 85,314 7,813

Total 1,633,998 142,672
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With the exception of consumer financing, applications for new or renewed financing are reviewed
independently in the business before being submitted to the risk management department for assessment
and recommendation. The Financing & Investment Committee reviews and challenges all applications and
approves or denies those that fall within its Board delegated authority. The Chief Risk Officer “CRO” is a non
voting member of the Financing & Investment Committee and provides an independent recommendation. He
has the authority to escalate a proposal to the Board if he disagrees with the decision of the Committee. The
Board of Directors decides on all proposals in excess of the delegated authority of the Board Financing &
Investment Committee.

Net Credit Exposures classified as Rated or Unrated (External Ratings)

The Group depends on a group of CBK approved external rating agencies including S&P, Moody’s and Fitch to
support internal credit ratings.

2014
KD 000’

Serial No. Credit risk exposure Net Credit
Exposure

Rated
Exposure

Unrated
Exposures

1 Cash items 10,660 10,660
2 Claims on sovereigns 339,531 339,531
3 Claims on banks 91,424 43,752 47,672
4 Claims on corporate 474,586 474,586
5 Regulatory retail exposure 193,946 193,946
6 Past due exposures 35,960 35,960
7 Real estate investments 50,139 50,139
8 Investment and financing with Customers
9 Exposures resulting from sukuk and

securitization (taskeek) 6,021 4,437 1,584
10 Other exposures 93,127 93,127

Total 1,295,394 48,189 1,247,205

Credit Risk Exposures classified Self financed and Un Restricted Investment Accounts

2014
KD 000’

Serial No. Credit risk exposure Self Financed Un Restricted
Investment Accounts

1 Cash items 9,766 894
2 Claims on sovereigns 311,044 28,487
3 Claims on banks 83,754 7,670
4 Claims on corporate 838,457 69,813
5 Regulatory retail exposure 179,242 16,416
6 Past due exposures 64,787 5,933
7 Real estate investments 45,932 4,207
8 Investment and financing with Customers 8,748 802
9 Exposures resulting from sukuk and

securitization (taskeek) 6,954 637
10 Other exposures 85,314 7,813

Total 1,633,998 142,672

Basel III Pillar III disclosures
For the year ended 31 December 2014
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Average Credit Risk exposures, average Self Financed Assets and average Un Restricted Investment
Accounts on quarterly basis (starting from June 2014):

2014
KD 000’

Serial No. Credit risk exposure Average
Credit risk
Exposure

Average Self
financed

Average Un
Restricted
Investment
Accounts

1 Cash items 11,903 10,906 997
2 Claims on sovereigns 311,541 285,463 26,078
3 Claims on banks 102,526 93,978 8,548
4 Claims on corporate 936,565 864,105 72,460
5 Regulatory retail exposure 192,251 176,149 16,102
6 Past due exposures 24,982 22,882 2,100
7 Real estate investments 46,901 42,976 3,925
8 Investment and financing with

Customers 10,324 9,462 862
9 Exposures resulting from sukuk

and securitization (taskeek) 2,530 2,318 212
10 Other exposures 93,479 85,689 7,790

Total 1,733,002 1,593,928 139,074

Excess Risk Concentrations

Concentration risks arise when several counterparties are engaged in similar activities in the same geographical
area or have similar economic features that would cause their ability to meet their contractual obligations to be
similarly affected by changes in economic, political or other conditions. Concentrations indicate relative
sensitivity of the Group’s performance to developments affecting a particular industry sector or geographical
location.

In order to avoid excessive risk concentrations, the Group’s policies and procedures include specific guidelines
focus on maintaining diversified portfolio, thus establishing control over certain credit risk concentrations.
Credit mitigation techniques are used by the Group to manage risk concentrations both at the relationship and
industry levels.

Basel III Pillar III disclosures
For the year ended 31 December 2014
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Geographical Distributions for Credit Risk Exposure

2014
KD 000’

Serial
No.

Credit Risk Exposure Mena North
America

Europe Asia Total

1 Cash items 10,660 10,660
2 Claims on sovereigns 339,531 339,531
3 Claims on banks 52,830 813 37,742 39 91,424
4 Claims on corporate 904,341 3,929 908,270
5 Regulatory retail exposure 195,658 195,658
6 Past due exposures 70,720 70,720
7 Real estate investments 50,139 50,139
8 Investment and financing

with customers 9,550 9,550
9 Exposures resulting from

sukuk and securitization
(taskeek) 3,639 2,500 1,452 7,591

10 Other exposures 71,844 4,482 14,187 2,614 93,127
Total 1,708,912 7,795 53,381 6,582 1,776,670

Maturities of total Credit Risk exposure beautiful

2014
KD 000’

Serial
No.

Credit Risk Exposure Up to 3
months

3 to 12
months

Over 1
year

Total

1 Cash items 10,660 10,660
2 Claims on sovereigns 339,531 339,531
3 Claims on banks 74,976 6,168 10,280 91,424
4 Claims on corporate 325,485 474,574 108,211 908,270
5 Regulatory retail exposure 214 2,823 192,621 195,658
6 Past due exposures 70,720 70,720
7 Real estate investments 50,139 50,139
8 Investment and financing with

Customers 1,656 7,894 9,550
9 Exposures resulting from sukuk

and securitization (taskeek) 4,437 3,154 7,591
10 Other exposures 18,841 2,771 71,515 93,127

Total 775,800 494,230 506,640 1,776,670

Basel III Pillar III disclosures
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Past due credit facilities

These are defined as facilities which are overdue for 90 days or less (inclusive). These facilities are known as the
“Watch list Category” and no specific provision is taken against them. At 31 December 2014, the Group’s non
performing finance facilities amounted to KD 79,687 thousand, KD 78,458 thousand after excluding deferred
revenue, KD 75,456 thousand after excluding deferred revenue and suspended profit and KD 35,960 thousand after
excluding eligible collaterals in accordance with CBK regulations for Basel III. As at 31 December 2014, Group’s
provisions amounted to KD 43,735 thousand, including general provisions that amounted KD 35,997 thousand.

Irregular and past due financing facilities exposures based on standard portfolios are as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure
Impaired Specific

provision
Net

financing
facilities

Specific
provision
write off

Past
due

1 Claims on corporate 68,467
2 Regulatory retail

exposure 15,923
3 Past due exposures 78,458 7,738 70,720 11,350

Total 78,458 7,738 70,720 11,350 84,390

Irregular and past due financing facilities exposures based on financial assets are as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure Impaired

1 Claims on corporate 68,044
2 Regulatory retail exposure 2,676

Total 70,720

Irregular and past due financing facilities exposures based on geographical distribution as described as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure Impaired Specific
provision

Net
financing
facilities

Specific
provision
write off

Past due

1 MENA 78,458 7,738 70,720 11,350 84,390
2 Europe
3 Asia

Total 78,458 7,738 70,720 11,350 84,390

Kuwait International Bank K.S.C.P. and Its Subsidiary
Basel III Pillar III disclosures
For the year ended 31 December 2014
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Main sectors of total Credit Risk exposures

2014
KD 000’

Serial
No.

Credit Risk
Exposure

Manufacturing
and trading

Banks and
Financial

institutions

Construction
and Real
Estate

Government Others Total

1 Cash items 10,660 10,660
2 Claims on sovereigns 339,531 339,531
3 Claims on banks 91,424 91,424
4 Claims on corporate 116,047 65,977 580,810 145,436 908,270
5 Regulatory retail

exposure 195,658 195,658
6 Past due exposures 2,302 12,286 44,681 11,451 70,720
7 Real estate

investments 50,139 50,139
8 Investment and

financing with
customers 9,550 9,550

9 Exposures resulting
from sukuk and
securitization(taskeek) 3,154 4,437 7,591

10 Other exposures 1,779 8,207 5,616 77,525 93,127
Total 120,128 528,085 684,400 444,057 1,776,670

Irregular and past due credit facilities

Irregular Credit facilities (Impaired) consist the following categories:

o Watch list Category requiring specific provisions: Includes regular clients but upon
management’s discretion, provisions have been taken to confront any possible future
deterioration, in addition to credit facilities that are overdue for 90 days or less (inclusive). The
specific provision percentage is determined based on each case and after a thorough study by the
management and after deducting deferred, suspended profit and eligible collateral.

o Sub standard: If facilities are irregular for a period of 91 – 180 days (inclusive), a provision rate of
minimum 20% shall be applied on the total of the facilities net of deferred and suspended profit
and eligible collateral.

o Doubtful Debts: If debts are irregular for a period of 181 – 365 days (inclusive), a provision rate of
minimum 50% shall be applied on the total of the facilities net of deferred and suspended profit
and eligible collateral.

o Bad Debts: If debts are irregular for more than 365 days, a provision rate of 100% shall be applied
on the total of the facilities net of deferred and suspended profit and eligible collateral.

Basel III Pillar III disclosures
For the year ended 31 December 2014
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Past due credit facilities

These are defined as facilities which are overdue for 90 days or less (inclusive). These facilities are known as the
“Watch list Category” and no specific provision is taken against them. At 31 December 2014, the Group’s non
performing finance facilities amounted to KD 79,687 thousand, KD 78,458 thousand after excluding deferred
revenue, KD 75,456 thousand after excluding deferred revenue and suspended profit and KD 35,960 thousand after
excluding eligible collaterals in accordance with CBK regulations for Basel III. As at 31 December 2014, Group’s
provisions amounted to KD 43,735 thousand, including general provisions that amounted KD 35,997 thousand.

Irregular and past due financing facilities exposures based on standard portfolios are as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure
Impaired Specific

provision
Net

financing
facilities

Specific
provision
write off

Past
due

1 Claims on corporate 68,467
2 Regulatory retail

exposure 15,923
3 Past due exposures 78,458 7,738 70,720 11,350

Total 78,458 7,738 70,720 11,350 84,390

Irregular and past due financing facilities exposures based on financial assets are as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure Impaired

1 Claims on corporate 68,044
2 Regulatory retail exposure 2,676

Total 70,720

Irregular and past due financing facilities exposures based on geographical distribution as described as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure Impaired Specific
provision

Net
financing
facilities

Specific
provision
write off

Past due

1 MENA 78,458 7,738 70,720 11,350 84,390
2 Europe
3 Asia

Total 78,458 7,738 70,720 11,350 84,390

Basel III Pillar III disclosures
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Irregular and past due financing facilities exposures based on Industrial distribution is described as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure Impaired Specific
provision

Net
financing
facilities

Specific
provision
write off

Past due

1 Manufacturing & Trade 2,514 212 2,302 741 21,600
2 Banks and financial

institutions 16,468 4,182 12,286
3 Construction and Real

Estate 44,681 44,681 6,734 43,450
4 Others 14,795 3,344 11,451 3,875 19,340

Total 78,458 7,738 70,720 11,350 84,390

Movement of specific provision (cash only) is outlined as follows:

2014
KD 000’

Serial
No.

Particular Amount

1 At 1 January 2014 8,360
2 Charge for the year 10,728
3 Written off during the year (11,350)
4 At 31 December 2014 7,738

General provision according to the credit risk exposure is described as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure Amount

1 Claims on banks 553
2 Claims on corporate 33,492
3 Regulatory retail exposure 1,952

Total 35,997

Applicable Risk Mitigation Methods

The Group ensures the diversification of exposures according to standard portfolios, business sectors and
geographical distributions borders, in addition to the continuous evaluation of risk mitigation methods against
finance obligations and credit limits of the customer as per the analytical study of the customer’s financial
position.

Eligible collaterals and guarantees are calculated as per CBK instructions. Netting is applied for exchange of
deposits with banks and financial institutions. Bank guarantees are used to redirect risks to claim on banks
portfolio. Standard Supervisory Haircuts are applied on Eligible Collaterals according to CBK regulations in
relation to Basel III standard.

The Group’s compliance with the credit concentration limits per customer of 15% and maintaining adequate
ratios of liquid assets of 18% provides several methods to measure the quality and effectiveness of risk
mitigation methods used to mitigate capital requirements.
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Irregular and past due financing facilities exposures based on Industrial distribution is described as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure Impaired Specific
provision

Net
financing
facilities

Specific
provision
write off

Past due

1 Manufacturing & Trade 2,514 212 2,302 741 21,600
2 Banks and financial

institutions 16,468 4,182 12,286
3 Construction and Real

Estate 44,681 44,681 6,734 43,450
4 Others 14,795 3,344 11,451 3,875 19,340

Total 78,458 7,738 70,720 11,350 84,390

Movement of specific provision (cash only) is outlined as follows:

2014
KD 000’

Serial
No.

Particular Amount

1 At 1 January 2014 8,360
2 Charge for the year 10,728
3 Written off during the year (11,350)
4 At 31 December 2014 7,738

General provision according to the credit risk exposure is described as follows:

2014
KD 000’

Serial
No.

Credit Risk Exposure Amount

1 Claims on banks 553
2 Claims on corporate 33,492
3 Regulatory retail exposure 1,952

Total 35,997

Applicable Risk Mitigation Methods

The Group ensures the diversification of exposures according to standard portfolios, business sectors and
geographical distributions borders, in addition to the continuous evaluation of risk mitigation methods against
finance obligations and credit limits of the customer as per the analytical study of the customer’s financial
position.

Eligible collaterals and guarantees are calculated as per CBK instructions. Netting is applied for exchange of
deposits with banks and financial institutions. Bank guarantees are used to redirect risks to claim on banks
portfolio. Standard Supervisory Haircuts are applied on Eligible Collaterals according to CBK regulations in
relation to Basel III standard.

The Group’s compliance with the credit concentration limits per customer of 15% and maintaining adequate
ratios of liquid assets of 18% provides several methods to measure the quality and effectiveness of risk
mitigation methods used to mitigate capital requirements.

Basel III Pillar III disclosures
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Eligible Collaterals and Banking Guarantees given against Credit Risk Exposure are described as follows:

2014
KD 000’

Serial No. Credit risk exposure Gross credit
exposure

Eligible
collaterals

Banking
Guarantees

1 Cash items 10,660
2 Claims on sovereigns 339,531
3 Claims on banks 91,424
4 Claims on corporate 908,270 433,684
5 Regulatory retail exposure 195,658 1,712
6 Past due exposures 70,720 34,760
7 Real estate investments 50,139
8 Investment and financing with

Customers 9,550 9,550
9 Exposures resulting from sukuk and

securitization (taskeek) 7,591 1,570
10 Other exposures 93,127

Total 1,776,670 481,276

Seventh: Shari’a controls

In terms of the Bank’s policies and procedures, the Sharia’a Supervisory Department audits the Bank's various
departments twice a year, based on their adherence to the Sharia’a controls in respect of the Bank's products. The
report of the Sharia’a audit is taken up by the Bank's Management for corrective action.

Any profits, contrary to the principles of Sharia’a law, which is realized either due to negligence or ignorance, are
set aside and not included in the Group’s profits. Similarly, expenses incurred or profits accrued on account of
transactions under contracts entered into with customers before the Bank’s Conversion to Islamic Banking and
where the customer has not consented to covert such contracts to Islamic Sharia’a, are segregated and transferred
to a special ‘Charities Account’. The net proceeds of this account are spent towards charitable works under the
supervision and approval of the Sharia’a Board.

During the year ended 31 December 2014, the Bank’s Sharia’a department did not find any Sharia’a’ violations in
respect of contracts and transactions that were studied and audited.

The Bank uses the ‘Companies and Institutions Zakat Computation Guidebook’ published by Zakat House for
computing Zakat on the Bank's shares.

Eighth: Legal Risk

The Group considers legal risk as a risk embedded arising from:

Terms & Conditions and general structure of the legal documents/contracts
Lack of the proper documentation covering core banking business
Inadequate or missing authorizations and signatures
Violation of the Bank’s or legal rules

Basel III Pillar III disclosures
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The Group’s approach to the assessment of legal risk embedded in its contracts and processes is centered the
following four aspects:

i. Historical Losses (due to the legal risk)
ii. Assessment of internal audit findings around processes, systems and controls around legal

documentation and execution of the contracts
iii. Internal Control Reviews (ICR) related to legal documentation of financing contracts and
iv. Review of a sample of legal contracts on a number of legal aspects/criteria, specifically conducted for

this fourth quarter 2014 the Group’s submission of ICAAP and stress testing

Ninth: Use Test

As per the Off Site Surveillance (OSS) approach, the Group’s decisions are risk based approaches, and the Group is
continuously updating and embedding the use of CAMEL BCOM model to undertake self risk assessment which is
supplementary to the ICAAP/Stress testing process.

ALCO and BRMC committees are actively considering Risk recommendations as per the Risk Management
framework.

Tenth: Investment securities

The Group classifies investment securities as financial assets at fair value through profit or loss (FVTPL) or financial
assets available for sale (AFS) at the time of acquisition. AFS investments include equity investments and debt
securities. Equity investments classified as AFS are those, which are neither classified as held for trading nor
designated at fair value through profit or loss. Debt securities in this category are those which are intended to be
held for an indefinite period of time and which may be sold in response to needs for liquidity or in response to
changes in the market conditions. After initial measurement, AFS financial investments are subsequently measured
at fair value. Fair values are obtained from quoted market prices, discounted cash flow models and other models
as appropriate.

Financial assets, the realised gain or loss and the unrealised gain or loss on these investment securities are set
below:

2014
KD 000’

Type of Investment Carrying
Value

Realised gain or
loss

Unrealised gain or loss
recognised in the Statement

of Financial Position
Quoted equity securities 19,029 878 (350)
Unquoted equity securities 34,056 303 635
Unquoted funds 402
Investment in Sukuk 7,591 (29) 177
Total 61,078 1,152 462

Basel III Pillar III disclosures
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2014
KD 000’

Financial assets by sectors Carrying Value Minimum capital requirement

Financial assets available for sale
Trading and manufacturing 1,779 214
Banks and financial institutions 3,378 405
Construction and real estate 8,770 1,052
Other 47,051 5,646

Subtotal 60,978 7,317
Financial assets at fair value
through profit or loss
Trading and manufacturing
Banks and financial institutions
Construction and real estate
Other 100 12

Subtotal 100 12
Total 61,078 7,329

Eleventh: Remuneration disclosures

The Bank has construed specific policies to cover remuneration practices and guides its remuneration based on
performance and risk, for this purpose the Bank has set up a dedicated Board Nomination and Remuneration
Committee (BNRC) to independently assess and monitor remuneration systems. The BNRC consists of 4 non
executive board members.

The remuneration policy provides the basis of determining remuneration to the Bank’s employees, managers and
senior executives based on their responsibilities and authority levels. Remuneration is determined based on this
policy’s guidelines including performance rewards applicable to the Bank as a whole. The material risk takers
determined by the Bank are defined as (CEO, Senior Executives of Commercial Banking, Retail Banking, Treasury,
Investments, and International Banking).

The remuneration processes are designed to reward employees based on evaluation of performance. Specific
employee role and responsibility related performance metrics are designed in the form of SMART objectives to
continuously evaluate performance of executives and employees. Performance is evaluated based on targets and
their achievement measured on a transparent basis that is applied for determining rewards. The BNRC regularly
reviews the remuneration policy and updates it according to operational requirements.

The Bank takes into account the risk positions taken into books by Senior Executives working in Business or income
generating departments in determining remuneration where the future risks and crystallization of such risks are
considered. Performance related rewards are subject to a comprehensive reward scheme. Risks that have financial
impact are taken into account in determining this.

The Bank ensures that the performance of its employees, managers and senior executives are measured through a
systematic performance management system with measurable metrics for performance rewards. Rewards will
vary based on the performance of employees and executives which is linked to the overall performance of the
Bank.

The performance incentive scheme applied by the Bank offers a competitive bonus payment scheme as a variable
reward element to total pay depending on a three tier platform measuring Bank performance, Departmental
Performance and Individual Performance. The Bank accrues on a monthly basis a deferred benefits scheme to
cover for the End of Service Benefits.

Basel III Pillar III disclosures
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The following table represents the fixed and variable remuneration for the senior management.

2014
KD 000’

Remuneration type Unrestricted Deferred
Fixed remuneration

Cash based 1,202
Shares and shared linked instruments
Other

Variable remuneration
Cash based 200 94
Shares and shared linked instruments
Other

2014
KD 000’

Employees categories Number of employees Total remuneration
Senior Management * 20 1,496
Material Risk Takers
Financial and Control Functions 67 1,173
*Senior Management includes material risk takers as well as other senior management positions.

Twelfth: Deposits accounts disclosures

Depositors’ accounts represent current accounts, savings accounts, Mudaraba and
Wakala.

The ranges of the invested ratios on behalf of the depositors are described as follows:

Name of the deposit Investment percentage

Saving accounts 60%
1 Month Al Baraka Deposit 65%
3 Month Al Baraka Deposit 70%
6 Month Al Baraka Deposit 75%
Continuous 1 Year Deposit 90%
Al Jood Deposit 100%
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الرئيسي

مجمع الوزارات

المباركية

شرق

حولي (دوار صادق)

حولي (شارع بيروت)

السالمية (ليلى جاليري)

السالمية (شارع عمان)

سوق السالمية

الفحاحيل

الجهراء

غرب الجهراء

الفروانية

ا�فنيوز

خيطان

الضجيج

ا�حمدي

جليب الشيوخ

الموانىء

الفنطاس

العقيلة

الرحاب

الزهراء

الدعية

كلية القانون

الصليبية

Head Office

Ministries Complex

Al-Mobarakeya

Sharq

Hawalli (Sadeq Roundabout)

Hawally (Beirut St.)

Al-Salmiyah (Layla Gallery)

Al-Salmiyah (Amman St.)

Souq Al-Salmiyah

Al-Fahaheel

Al-Jahraa

West Jahraa

Al-Farwaniya

Avenues

Khaitan

Al-Dajeej

Al-Ahmadi

Jeleeb Al-Shuyokh

Al-Mawanea

Al-Fintas

Al-Oqailah

Al-Rehab

Al-Zahraa

Al-Da’ia

Low College

Sulaibiya

1888999

22411286

22456706

24332637 / 22311780

22628216/7

22311877

25737455

25720245/86

25742539

23915078/9

24550688/668

22311841

22411874/69

22597745

24720691

24716413

23980819

24341600

23111720

22311830

23834780

22311890

22311822

22311880

22311850 / 1 / 2

22311740
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