
2009

www.kib.com.kw  | 1 866 866

ANNUAL REPORT



2009
Annual Report





Annual Report 2009

His Highness Sheikh Subah Al-Ahmad Al-Jaber Al-Subah

Amir of the State of Kuwait



Annual Report 2009

His Highness Sheikh Nawaf Al-Ahmad 
Al-Jaber Al-Subah

Crown Prince

His Highness Sheikh Nasser Al-Mohammad 
Al-Ahmad Al-Jaber Al-Subah 

Prime Minister



Annual Report 2009

Table of Contents
Foreword of the Chairman 

Members of the Board of Directors

Executive Management 

Members of the Fatwa & Shari'ah Supervision Board

Foreword of the Fatwa & Shari'ah Supervision Board

Summary Report on the Achievements and Actions Taken by the Fatwa & Shariáh 

Supervision Board

Global, Regional and Local Economic Developments

- Global Economic Developments

- Economic Developments in the GCC Countries 

- Islamic Financial Industry

- Developments in the Kuwaiti Economy

Management Report for 2009

Most Significant Results and Financial Indicators for the Year 2009

Report of the Independent Auditors 

Financial Statements 

Notes to the Financial Statements

6

8

9

10

11

12

13

13

14

16

17

20

33

34

35

40

40



Kuwait International Bank



Annual Report 20096

Foreword of the Chairman
Foreword of the Chairman

{O ye who believe! Fear Allah, and (always) say a word directed to the 
Right: (70) That He may make your conduct whole and sound and 
forgive you your sins: He that obeys Allah and His Messenger, has 
already attained the highest achievement. (71)} (Verses 70 & 71 of 
Surat Al-Ahzab).

All praise is due to Allah, and peace and blessings be upon our 
Prophet Mohammed (PBUH), his family and campanions.

Dear Shareholders,

I am pleased to present to you the Annual Report of the Kuwait 
International Bank for the financial year ending 31/12/2009. This 
Report covers the achievements reached and efforts expended 
for enhancement of shareholders' equity and the Bank business. 
It also highlights the most significant local, regional and global 
economic and banking developments in the banking business 
environment in the State of Kuwait.

During the year 2009, Kuwait International Bank carried out 
its banking business based on the revered Islamic Shariáh 
regulations, amidst very sophisticated economic spheres when 
the Kuwaiti economy suffered marked downswing estimated 
by the International Monetary Fund at -1.9%. Notwithstanding 
the impacts of these conditions on the overall demand for 
banking services, our Bank, with the grace of Allah, succeeded 
to expand the scope of its business whereas total assets rose by 
5.3% in 2009. Such achievement was realized by the support of 
Allah to us, and owing to the favourable policies delineated by 
the Board of Directors, driven by your revered general assembly 
recommendations, whereby the Executive Management 
succeeded to shape up these recommendations in the form of 
advanced banking services and successful investment products.

Dear Shareholders,

The outcomes accomplished in the year 2009 would not have been 
realized without delineation of a strategic plan for developing the 
Bank business. This plan has been implemented throughout the 
year and mainly relied upon two streams. The first is expanding 
the branch network as to open new branches and improvement 
of the banking services by means of providing the overseas call 
service, developing the electronic channels and strengthening 
the relations with the Bank customers through the Call Center and 
making available the corresponding sale process as to sell more 
than one product to a single customer. Debit cards and credit 
cards have also been replaced to all customers with EMV Chips 
(smart chip cards). The year 2009 witnessed also the launch of Al-
Maysara Card which makes it easy and convenient to customers 
to purchase on their account and settle the amounts payable by 
them on installments. The capital adequacy standards, stress tests 
and internal evaluation processes of the capital adequacy have 
also been carried out during the year. On another front, real estate 
appraisal activity has been expanded. With regard to human 
resources, we have complied with the regulations on the ratios 

of national labor force whereby the ratio of national labor force 
in our Bank reached 62%. Pioneering projects have also been 
implemented which were targeted to building our staff efficiencies 
and making them capable to develop customer services.

Dear Shareholders,

Our Bank succeeded in 2009 to have its operating profits to rise to 
KD 18.1 million, i.e. an increase of KD 7 million or 62% above the 
previous year levels. However, in compliance with the directives of 
the concerned regulatory bodies and after retention of financial 
reserves by KD 26.3 million to meet any likely economic recession 
and customers default of repayment, the financial results turned 
into net loss of KD 8.2 million. Worth mentioning, in addition 
to these financial reserves, the Bank still maintains since 2008, 
precautionary reserves amounted to KD 7 million which were 
made in application of the principle of keep cautious and vigilant. 
The financial statements of the year 2009 showed the following 
significant indicators:

First: The Growth in the Overall Banking Activity of the Bank 

Total assets in 2009 reached KD 1.1 billion, i.e. an increase of 
5.31% above the previous year levels. On the side of resources, the 
Bank succeeded to increase customers and financial institutions 
deposits to KD 946 million, i.e. an increase of 5.2% above the 
previous year levels. In the context of operating the available 
resources, the net financing portfolio rose to KD 764 million, i.e. an 
increase of 6.2%. Undoubtedly, these results were the outgrowth 
of the fruitful efforts expended by the Bank Board of Directors and 
its Executive Management for the optimum utilization of human 
and financial resources together, in the framework of arrangement 
of priorities by order.

Second: Growth in Operating Profits 

The results of the Bank business for 2009 showed the growth in 
operating profits to KD 18.1 million, after exclusion of the unusual 
revenues recorded in 2008 amounting to KD 14.5 million, as a 
result of collection of suspended interest for previous years on 
debts in arrears for defaulting customers by KD 7 million, along 
with reduction of the share capital of one of the subsidiaries to 
the Bank and the receipt of profits for previous years amounted 
to KD 7.5 million.

Third: Growth in Shareholders' Equity and Reserves 

The total shareholders' equity in 2009 amounted to KD 173 
million, an increase of 5.1% above the previous year levels. The 
Bank still maintains the retentions made in 2008 amounting to KD 
9.5 million, and carried forward to the general reserve account, 
in compliance with the regulators instructions and pursuing 
vigilance and caution in view of the economic conditions in the 
country. Moreover, a statutory reserve by KD 2 million has been 
retained.

In light of the net realized losses, the Board of Directors apologizes 
to our dear shareholders for non-distributing of profits this year, 
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and we hope to recover the provisions we have composed on the 
wake of the recovery of the present economic crisis and absence of 
reasons which necessitated the composition of these provisions.

Dear Shareholders,

Notwithstanding the present-day challenges, the Bank aspires, 
and is significantly optimistic to take long strides to achieve its 
major planned objectives during the years 2010 and 2011, with 
the support of Allah, as to concentrate on enhancing the financial 
position of the Bank, expanding the branch network, developing 
banking products, upgrading customer services and promoting 
staff efficiencies.

we shall mount up our efforts in sha'a Allah in 2010 to realize 
further gains, including implementation of the restructuring of the 
Bank investment policy in accordance with the liquid and income 
generating investments selection standards, while concentrating 
on local and Gulf investment. Our endeavors shall escalate for 
opening additional eight branches, bringing the overall number 
of branches by the end of 2010 to nineteen branches, which 
collectively targeted to expanding the customer base, deposit 
increase and enhancement of the overall banking activities of the 
Bank.

Dear Shareholders,

Six years ago, and in the wake of the Central Bank of Kuwait 
preliminary approval for the Bank conversion from a conventional 
bank to an Islamic comprehensive bank, you elected me Chairman 
of the Board of Directors and charged me with the responsibility 
of leading the conversion plan. Now, after I had completed with 
you two consecutive rounds, I extend to all of you my extreme 
thanks and appreciation for this cherished trust you vested in 
me. Please allow me to announce to you that I don’t desire to 
renew my membership in the Board of Directors for the next 
round. I believe that I have to sum up to you in brief the most 
significant features of our Bank business course of action during 
the antecedent round during which I was honored to preside 
over the Board. The most agreeable outgrowth of such period 
was our leading the conversion of the Bank into comprehensive 
Islamic banking institution on the first of July 2007, which was 
successfully completed with the grace of Allah, and the firm 
resolve and diligent efforts expended during that period. Such 
actions were based on successful and integrated strategic plans 
based on precise technical details and series of banking, financial 
and regulatory as well as Shariáh requirements. With the grace 
of Allah, we succeeded also to offer miscellaneous investment 
products and integrated package of advanced banking services 
based on the state-of-the-art banking technologies and their 
applications. Our banking network expanded to eight new 
branches in commercial and residential areas, along with building 
personnel efficiencies within advanced structure. Through these 
developed integrated plans, we succeeded also to realize ample 

profits during the period from the end of 2006 to end of 2009, 
in that the financial position of the Bank has been strengthened, 
whereas total assets exceeded the one billion benchmark and 
shareholders' equity were enforced. External resources from 
customer and financial institutions deposits rose to one and half 
fold above the pre-conversion period. The financing portfolio 
has been well managed and rose to almost 60% with great 
strides of corporate governance. To say the truth, almost 90% of 
the targeted strategic plan you have endorsed to the Bank has 
been completed. While I leave my post as Chairman of this Bank, 
assured and self satisfied, I extend my deep thanks, appreciation 
and gratitude to your esteemed general assembly which drove 
our successful course of action to conversion and the reap of its 
fruits. I also extend my hearty felt greetings to my colleagues 
members of the Board of Directors, and my sincere thanks and 
appreciation to the Executive Management and all the Bank staff 
who dedicated themselves, their expertise and efforts for the 
promotion of the Bank business in its new stature, wishing all of 
you and this eminent institution all the best, success and welfare, 
with the patronage of Allah the Almighty.

Dear Shareholders,

We present to you this report with our sincere thanks and gratitude 
to every body who stood in our support and encouragement 
to drive forward and embark upon fruitful future in sha'a Allah, 
headed by the Central Bank of Kuwait for its incessant support 
and assistance to us, and highly appreciate its regulatory and 
distinguished role. Our thanks and gratitude also to all our 
shareholders and dear customers who considerably contributed 
to improvement of the financial position of the Bank in 2009. 
We also extend our sincere thanks to members of the Board of 
Directors of the Kuwait International Bank, and the revered 
scholars members of the Shariáh Fatwa & Supervision Board and 
the Executive Management of the Bank and all staff members.

May Allah help us all for the benefit and affluence of our customers 
and the interest of our beloved country; Kuwait, wishing every 
body success and accomplishment and for our promising 
institution further success, prosperity and welfare under auspices 
of His Highness the Amir, Sheikh Subah Al-Ahmad Al-Jaber Al-
Subah, may Allah protect him, and his faithful Crown Prince, Sheikh 
Nawaf Al-Ahmad Al-Jaber Al-Subah, May Allah protect him, and 
His Highness the Prime Minister Sheikh Nasser Al-Mohammad Al-
Subah, may Allah protect him.

Wa Salamu Alikum Warahmatu Allahi Wabarakatuh

"Our Lord! in Thee do we trust, and to Thee do we turn in repentance: 
to Thee is (our) Final Goal"

Abdulwahab Mohammad Al-Wazan

Chairman of the Board
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Alhamdu Lilahi Rabi-el-Alameen Wa~Salatu Wa~Salamu 
Ala Sayedena Mohammad Al-Moustafa Al-Muokhtar 
Wa~Ala A~llihi Wa~Sahbihi Wasalam,

Dear Brother,

Islamic banks introduced firm foundations in banking 
industry based on participation in profit and loss and 
created new regulations for investment activities through 
various investment instruments. Such instruments do 
not rely upon a sheer exercise of conventional brokerage 
role but to adopt investment brokerage approaches 
supported upon sale, leasing, participations (musharakat) 
and profit-generating (istirbah) transactions. As such, 
Islamic banks offer an economic model independent from 
conventional banking in terms of form and substance, in 
that Islamic investment deals with real economy in which 
financial and monetary thrust generated from economic 
activity of material assets and services that satisfy the true 
requirements of the society. During the last decade, Islamic 
banks witnessed considerable growth and expansion 
associated with the emergence of a significant number of 
joint investment pools such as Islamic investment funds 
and sukuks employed in leasing, real estates, stocks and 
commodities, etc. These instruments evidenced their 
efficiency in standing up to the world financial crisis and 
leaders of world economy turned to study the foundations 
on which the Islamic economy is based. It is a great mandate 
we assume together with every body who contributes 
to the establishment of these rules and regulations 
ordained by Allah the Almighty in financial transactions 

to strengthen the principle of fairness and halal gains and 
steering clear of taboos and suspicious transactions. Hence, 
promotion and development of Islamic banking is among 
the prerequisites of Islamic banks to contribute to offer 
a model that realizes for people's interest and safeguard 
them against damages.

We pray Almighty for Allah the Kuwait International Bank's 
contribution in the promotion of the Islamic banks course 
of action to the optimum standard which will bring forth 
affluence and prosperity to our Kuwaiti society and the 
whole world for the welfare of the whole humanity under 
guidance of Allah the Almighty, who said in the holly 
Quran:

Whoever works righteousness, man or woman, and has Faith, 
verily, to him will We give a new Life, a life that is good and 
pure and We will bestow on such their reward according to 
the best of their actions. (Surat-el-Nahel "Bees" 97)

Foreword of the Fatwa & Shariáh Supervision Board
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Praise be to Allah, and Peace upon his Messenger, his 
family and followers … 

The Shariáh Fatwa and Supervision Board at the Kuwait 
International Bank sums up its actions performed 
during the year 2009 in the following:

Five meetings for the Board have been convened, •	
and passed (23) twenty three resolutions, 
whose provisions covered all the Bank several 
departments.

Agreements and contracts presented to the •	
Shariáh Fatwa and Supervision Board reached 
(9) nine contracts, on Ijara Muntahia Bita-amleek, 
Wakala Investment, and International Murabaha, 
endorsement of fees and commissions on banking 
business services for the Commercial Banking 
Department.

On the retail banking area, the contract for terms •	
and conditions of the Kuwait International Bank 
credit cards has been endorsed, and certain fees 

and commissions relevant to banking services 
have been amended.

On the investment area, wakala agreements in •	
investment for the Investment Department with 
other companies have been reviewed and endorsed, 
as well as the contracts by which conventional 
portfolios of the Pre-Islamic conversion period to 
the Bank, have been disposed of.

On the area of marketing and public relations •	
management, marketing advertising and 
brochures of the accounts and deposits have been 
adjusted and endorsed, as well as the patronages 
by the Bank.

On the area of the Shariáh control, it has been •	
confirmed that all the bank businesses are carried 
out in conformity with the Shariáh regulations 
setup by the Shariáh Fatwa and Supervision 
Board.

Summary Report on the Achievements and 
Actions Taken by the Shariáh Fatwa and 
Supervision Board

12
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1. Global Economic Developments

The year 2009 accounted for a cornerstone in the course of 
the global economic history, whereby spheres of economic 
recession spread during that year as an inevitable upshot in 
the wake of the global financial crisis broke out in September 
2008 leading to abrasion of assets value, shortage in the 
international monetary liquidity by more than US$ 4 
trillion, and collapse of banking institutions, of which 140 
banks in the United States of America by the end of 2009, 
and marked decline in the activities of 2000 European 
businesses. Shrinkage in national incomes associated with 
the world crisis, and overall demand rates for goods and 
services depreciated. As such, economic growth rates in 
most of the countries shrank and unemployment prevailed 
to reach 15.5% in USA and the Euro Zone. The International 
Monetary Fund (IMF) estimates show that the decline in the 
economic growth rates, which resulted from the recession 
in 2009 reached -4.2% in the Euro Zone and -2.7% in USA. 
Meanwhile, owing to the success of the emerging countries 
group to record encouraging economic growth rates, 

China: 8.5% and India 5.4%, the economic recession rate 
for the world at large remained stable at 1.1%. Towards 
the decline in the overall world demand for goods and 
services, the prices of commodities and foodstuff fell by 
40% and 15% respectively, compared with the previous 
year. Consequently, inflation rates shrank during the first 
half of the year 2009 to remain at the descending limits 
instead of the record rates they displayed in 2008. On 
the level of world at large, the inflation rates declined 
from 6.5% to 1.8%, while the decline in the advanced 
countries was from 3.3% to 0.3% and in the developing 
and emerging countries together from 9.7% to 5.0%.

China India Global Gulf

Kuwait USA Euro Zone

Global, Regional and Local Economic Developments
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During the year 2009, several countries intensified their 
efforts to contain the outcomes of the economic recession 
wave. An aspirant economic rescue plan was setup, whereas 
concentration was made to inject considerable amounts 
of funds, associated with tangible increase in the public 
spending. However, interest rate was the most utilized 
instrument, in the context of application of expansive 
monetary policies, to reduce the cost of funding and then 
to expand the economic activity cycle. For the purpose of 
realizing this objectives, some countries tended to apply 
the so-called "zero-interest rate". Britain and the United 
States of America made tangible cuts in the interest rate in 
2009, and an interest rate of 0.25 point in the United States 
of America and 0.5 point from 2 points in 2008 for Britain. 
Most of the remaining industrial countries followed the 
same track by interest rate cut during the same period and 
in the Euro Zone, which decreased in its aggregate to 1 
point from 2.5 point and Japan to 0.1 point.

Notwithstanding that a limited number of the industrial 
countries such as Japan, France and Germany succeeded 
to enter into the economic recovery before the end of 
2009, most of the world countries still complain the 
repercussions of the global financial crisis and the heated 
wave of economic recession. Ahead of these later countries 
are the United States of America and Britain.

Within these spheres, most of the major currencies 
passed a state of instability, including the US dollar which 
displayed relative improvement in its exchange rate at the 
end of 2008 and the beginning of 2009 and then returned 
to decline. This position pushed investors to the rising 
demand for gold, being a store of value and a forceful 
instrument for maintaining of reserves. In this regard, gold 
rates recorded marked rise from US $ 878.2 per ounce at 
the end of 2008 to US$ 1,096.2 per ounce at the end of 
2009, i.e. an increase of 25%.

In pursuance of the implementation of the government 
financial support as to apply the expansive fiscal policies, 

along with the monetary policies aimed at curbing the 
interest rates within low limits to enhance funding of 
economic activities, predominant forecasts show that 
most of the countries, specifically the industrial ones, are 
likely to recover their economic conditions by mid 2010 
in accordance with real economic growth of 3.0% for the 
world at large, and 1.5% for USA and 0.9% for the Euro 
Zone.

2. Economic Developments in GCC Countries

The regional economy in general, and the Gulf countries 
in particular, witnessed in 2009 several significant 
developments, most salient of which are the developments 
in the oil market, the decline in the economic growth rates 
and the burst of Dubai financial crisis.

At the beginning 2009, oil prices witnessed sharp decline 
to reach US$ 41.41 a barrel, from US$ 148 a barrel in mid 
of the previous year. However, oil prices quickly restored 
their gradual acceleration driven by certain impacts, most 
significant of which are the rising world demand for crude 
oil as a result of implementation by most world countries, 
specifically the industrial ones, aspirant rescue economic 
plans, and the OPEC countries capability to comply with the 
production quotas stipulated by the OPEC. Consequently, 
the overall production for the year 2009 fell by 7.0% 
below the previous year, whereas the daily production 
ratio remained stable at 29.0 million barrel per day. These 
conditions led to the acceleration in the oil prices which 
touched US$ 80.0 per barrel at the end of 2009. However, 
and as a result of the shrinkage in the average crude oil 
price, oil revenues for the OPEC countries declined from 
US$ 971.0 billion in 2008 to US$ 558.0 billion in 2009, i.e. a 
decrease of 43%.

As such, in view of the decline in their oil revenues during 
the year 2009, GCC countries tended to postpone the 
implementation of several development projects valued 
at US$ 574 billion, accounting for 25% of the total planned 
projects during the year 2009, with total value stood at 

14



Annual Report 2009

US$ 2.2 trillion.

Based on these developments, the GCC countries entered 
into economic recession cycle. After these countries 
recorded real economic growth by 5.3% in 2007 and 6.8% 
in 2008, conditions changed when growth rate fell to 0.5% 
in 2009. The IMF forecasts indicate that economies of the 
GCC countries are likely to restore their economic recovery 
by mid 2010 to realize economic growth at 4.8%, owing to 
the adoption by GCC countries of ambitious development 
plans in light of the rising oil prices.

Notwithstanding the repercussions of the global financial 
crisis, the GCC countries succeeded to increase total 
foreign assets of their sovereign wealth funds from US$ 
668 billion by the end of 2008 to US$ 797 billion at the 
end of September 2009. The GCC countries succeeded 
also during the year 2009 to reduce their inflation rates to 
average of 2.0% from 11.5% for the year 2008.

The record of the adverse economic developments in the 
GCC countries for the year 2009 encompassed the burst of 
Dubai financial crisis (or the so-known Dubai debt crisis) in 
November of the same year, when Dubai World Company 

– a subsidiary of Dubai Emirate Government – demanded 
from its creditors to defer repayment of debts beyond 
maturity dates. Total debts falling due on the Emirate 
amount to US$ 80 billion. This crisis, based on economic 
standards, does not seem limited. Applying the indicator 
of debt to Gross Domestic Product (GDP) ratio for 2009, 
this ratio reaches 101% for Dubai Emirate in consideration 
of 98% for the advanced countries and 39% for the 
developing countries. The occurrence of this crisis inflicted 
damages to the stock markets at that time, and a state of 
apprehension from lingering economic activity in the Gulf 
region as a whole. However, economic reviews show the 
crisis is controllable and its potential repercussions on the 
remaining countries can be absorbed based on certain 
assumptions. The most significant of which is the that 
Dubai Emirate obtained the consent of Abu Dhabi Emirate 
government to provide sufficient financial support. In fact, 
Abu Dhabi government provided financial support by 
almost US$ 10 billion. The second of these assumptions 
is the indications of economic recovery in the Emirate, 
specifically on the financial, real estate, trade and tourism 
levels starting from the year 2010.

15
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Islamic insurance companies in 2009 also went ahead 
in developing their products in the context of takaful 
insurance regulations, to the limits which will enable 
these companies to acquire 50% of the insurance industry 
market in the Gulf region during the next two years. 
In enhancement of the Islamic financial industry, it is 
expected that the International Investment Bank shall 
be established by mid 2010, with an initial share capital 
of US$ one billion. This bank will be founded to support 
Islamic financial industry and strengthen its expansion on 
the world scenes. On the level of the State of Kuwait, there 
are at present three Islamic banks and forty five Islamic 
investment companies. Islamic financial institutions 
dominate one third of the total domestic financial market. 
Among the most significant developments in this regard is 
the National Bank of Kuwait acquisition of an equity of 40% 
in the share capital of Boubyan Bank which exercises its 
business in conformity with Islamic Shariáh provisions. The 
banking arena in Kuwait awaits the Bank of Kuwait and the 
Middle East completion of its procedures for conversion 
into an Islamic bank, along with the Kuwaiti Warba Bank 
as an Islamic institution which entered into incorporation 
in October 2009, with a capital share of KD 100 million, 
distributed by an equity of 24% to the Kuwait Investment 
Authority and 76% as a grant dedicated to all citizens on 
an equal basis, by 684 share for each citizen, bringing the 
total number of Islamic banks in Kuwait to five.

3. Islamic Financial Industry

In 2009, the global financial crisis did not inflict any adverse 
tangible impacts on the development of the Islamic 
financial industry , whereas the total assets of Islamic 
banks on the whole world recorded accelerated increase 
from US$ 750 billion at the end of 2008 to US$ 822 billion 
at the end of 2009, i.e. an increase of 9.6%. In this context, 
Islamic banks assets in the GCC countries accounted for 
43%, with total assets of US$ 353 billion within the total 
activity of Islamic financial industry.

The Islamic financial industry confirmed its creditability, 
feasibility and capability to avoid the detrimental impacts 
of the global crisis. Yet, Islamic financial industry gained 
the international institutions confidence. In 2009, the 
International Finance Corporation (I.F.C), an institution 
affiliate to the World Bank Group, announced its resolution 
to issue Islamic sukuks for the first time valued at US$ 100 
million, based on forward finance. There are several forms 
of international financial dealings which reflect the growing 
international interest in the Islamic financing instruments, 
whereby the American General Electric Company issued 
Islamic sukuks in 2009 valued at US$ half billion. On the 
other hand, along with the existence of five Islamic banks 
in the United Kingdom, the number of conventional banks 
which maintain Islamic windows rose to seventeen banks 
in 2009. 
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4. Developments in the Kuwaiti Economy

The overall performance of the Kuwaiti economy in 
2009 passed a state of marked shrinkage as denoted by 
provisional estimates of specialized international sources, 
including the International Monetary Fund, which indicated 
that real Gross Domestic Product (GDP) declined in 2009 by 
a negative ratio of 1.9% compared to positive growth rates 
during the previous two years within an average of 5.2%. The 
depressed economic performance in 2009 was attributable 
to the State reluctance to apply an expansionary financial 
policy to aiming at meeting requirements of the economic 
enhancement process that had already been initiated by 
the monetary policy and a number of consecutive measures 
in the wake of the breakthrough of the financial crisis in 
September 2008.

Opposite to the forecasts, the public expenditures have 
been cut in the general budget of the State for the fiscal year 
2009/2010 to Kuwaiti Dinar 12.1 billion, i.e. a reduction by 
20% below the actual expenditures for the previous fiscal 
year. Moreover, the year 2009 ended without endorsement 
of the five-year development plan, 2009/2010 – 2012/2013 
by the National Assembly. The total cost of this plan amounts 
to KD 70 billion, of which KD 38.3 billion for the pioneering 
projects, distributed mainly on the housing, roads, higher 
education, sea and air ports, electricity and health sectors.

With regard to the monetary policy, the concerned 
authorities namely, represented in the Central Bank of 
Kuwait experted prompt efforts to contain the economic 
recession in Kuwait. On the one hand, the Financial Stability 
Enhancement scheme has been announced in March 2009, 
by which the State guarantees 50% of the new credit to be 
extended by local banks during 2009 and 2010 to solvent 
companies according to overall ceiling reaching four billion 
Kuwaiti dinar, and this scheme is targeted to the productive 
sectors. The Decree on this scheme was an enhancive step 
to the deposit guarantee law legislated in November 2008. 
On the other hand, the Central Bank of Kuwait introduced 
interest rate cut during the second quarter of 2009 for the 
purpose of reducing the cost of funding to encourage the 
local economic activity, to reach 3.0% (for one singly year) 

from 3.75% in 2008. The enhancement by the monetary 
policy reflected its direct impacts on the money liquidity 
indicators signified in the Money Supply (M2) which grew by 
13.4% at the end of 2009 to reach KD 25 billion, compared to 
a growth rate of average 17.2% for the years 2005 – 2008. The 
liquidity made available during the year 2009 was not used 
by the required level, owing to the overall frail demand for 
commodities and services, which led to deceleration in the 
demand for bank credit, whereby the total credit facilities at 
the end of 2009 recorded a relative growth of 6.1% to reach 
KD 25.2 billion, compared with an annual average of 24.6% 
during the last four years.

Notwithstanding the domestic economic recession and 

the continuing global financial crisis, the performance of 
banking institutions in Kuwait was moderate in general, 
whereas the total assets of local banks rose at the end of 
2009 by 2.8%, to reach KD 40.4 billion. The total deposits 
rose by 13% to KD 28.1 billion. However, banks have been 
adversely influenced by the decline in the growth in the 
demand for bank credit, and the decrease in net profits, as 
well as the increase in the item of financial provisions. In 
general, the banking institutions sector in Kuwait remained 
maintaining the integrity of its performance and evidenced 
considerable capability for absorption of the repercussion 
of the global financial crisis.

Money Supply M2
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As well as the economies in other countries of the world, the 
performance of the Kuwaiti economy in 2009 was free from 
the so-called the "stagflation", whereas the domestic prices 
inflation fell in 2009 to 5.0% from 10.6% in 2008, driven by the 
impact of the deceleration in the domestic liquidity growth 
rate and the decline in the Kuwaiti imports prices, owing to 
many reasons, among which is the relative shrinkage in the 
exchange rate of the national currency against a number of 
major currencies during 2009. 

Owing to the continuing reasons of the repercussion of 
the global financial crisis, and the fogy atmospheres and 
uncertainties associated with the investment decision, as well 
as the tangible decline in the financial capabilities of the retail 
and corporate investment sectors, the real estate market and 
the Kuwait Stock Exchange have been adversely influenced.

The performance of the real estate sector continued its 
declining pace in 2009, following the conditions that prevailed 
during 2008 as shown by a number of indicators in this 
market. The total real estate transactions declined from 7,472 
transaction in 2008 to 5,217 transaction in 2009, i.e. 30.0%. 
This volume of transactions is the least throughout the last ten 
years, which reached the peak in 2002 (16,500) transaction. 
The total value of traded real properties declined also from 
KD 2.8 billion in 2008 to KD 1.9 billion in 2009, i.e. a decline of 
33%, which fell in series with the ratio of decline recorded in 
2008 by 58.7%. Compared to the total value of trading in 2009, 
the private residential sector dominated (43.3%), followed by 
the investment (37.4%), the commercial (16.6%) and finally 

the industrial real properties (16.0%). The continued decline 
in the performance of the real estate market is attributable to 
several reasons whose impacts and repercussions are still in 
force up to end of 2009, on the forefront of which is the global 
economic crisis and its repercussions on the region as a whole 
and on Kuwait in particular, along with the liquidity crunch in 
the local real estate market and stringent lending terms by 
local banks and the issuance of the laws 8 & 9 of 2008 which 
curbed companies and banks sale, purchase and mortgage 
dealings in private housing lands. The losses incurred to 
investors in the Kuwait Stock Exchange adversely reflected 
also on the dealings of those investors in the real estate 
sector. Meanwhile, the last quarter of 2009 witnessed relative 
improvement in the private housing sector because the 
government allowed citizens to building in seven areas where 
building was not previously allowed. Such improvement was 
also enhanced by the passing of a legal verdict in favor of 
the Kuwait Finance House for registering a limited number 
of private housing real properties whose registration was 
suspended upon issuance the two laws 8 & 9 of 2008, thereby 
positively reflecting on the private housing properties in 
terms of the number of transactions and the rising in their 
value, though it did not reach its levels recorded in 2007. The 
cut in interest rate on local bank deposits drove depositors 
to invest in real estate investment which generate relative 
higher return than the return on deposit, although trading 
was confined to real properties with privileged location and 
good finishing, specifically real properties without building 
breaches.
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Concerning the commercial sector and the management 
offices, owing to the increase in the offered spaces and the 
economic conditions in Kuwait, this sector has been adversely 
influenced, whereas the office rent rate fell by more than 50% 
below their previous levels, and the rental rate of commercial 
showrooms declined also, though with lesser rates.

On the other hand, and opposite to the gains realized by 
some regional stock exchanges in their marked upswing of 
their performance, such as the Saudi Stock Exchange (by 
27.5%), the price index of the Kuwait Stock Exchange fell 
at the end of 2009 by 10% compared with the end of 2008 
when the exchange closed at 7,005.3 point against 7,782.6 
point at the end of the previous year, as was the case in other 
neighboring markets, such as Bahrain and Dubai. This decline 
was the result of the impacts of shrinkage in liquidity levels 
with traders and the sense of uncertainty towards investment 
future in general, specifically in the wake of the inconvenient 
international and regional developments, including the 
continuing repercussions of the global financial crisis, and 
Al-Qasaibi and Saad Group exposure, the burst of Dubai 
financial crisis and incompletion of Zain Telecommunications 
transaction  aimed at the sale of an equity of its share capital to 

Indian investment institutions, along with the apprehensions 
prevailing among investors circles towards non-encouraging 
financial results of companies listed on the KSE, whose losses 
and the impairment in their profits, along with the growing 
financial provisions, will lead to marginal cash dividends. 
The trading prices of stocks of three listed companies (out of 
204 companies) fell to their incorporation rates. The overall 
value of traded shares during 2009 fell to KD 21.8 billion, 
i.e. a decline of 39.0%. The shrinkage in the market activity 
reflected also on the volume of executed transactions from 
1.99 million transaction in 2008 to 1.93 million transaction 
in 2009, i.e. a decrease of 3.0%. In general, the performance 
in the Stock Exchange was beset with individual trading and 
speculative behavior. On the side of the sectoral performance, 
the decline in 2009 was expressed in the market value index 
for the investment sector (-26.6%), insurance (-16.3%), real 
estate (-16%). Meanwhile, foodstuff sector (+20.6%), services 
(+5.7%) and industrial (+3.9%).
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Management Report 2009

Retail Banking Department

The year 2009 was a promising year to the Retail Banking 
Department (RBD) which continued to realize continued 
performance and support to the business growth on the local 
and world arenas, notwithstanding the repercussions of the 
persisting economic crisis. In this regard, the Retail Banking 
Department expanded its retail client base and deposits 
rose up. The Department succeeded also to improve the 
performance of repayment of matured installments in 2009. 
The Retail Banking Department succeeded also to invest the 
expertise and know-how possessed by its personnel and 
make adequate use of them. This assisted to launch a number 
of strategic products and services to satisfy the increasing 
demand of customers. The following are the most significant 
achievements of this Department:

Launch Al-Maysara Credit Card, compliant with Islamic 1. 
Shari’ah provisions, which provides to customers 
the possibility to purchase on account, easily and 
conveniently, interest free and payment the due amounts 
on installments.

Completion of the replacement of all debit cards and credit 2. 
cards with the EMV cards compliant with Islamic Shariáh 
provisions and in accordance with the requirements and 
regulatory instructions of the Central Bank of Kuwait.

Improvement of the electronic channels, whereas the 3. 
banking SMS service to customers has been offered, 
through which the customer is advised with text 
notifications of any credit or debit transaction made 
on their account, along with carrying out certain inter-
account transactions, in a move by this Department to 
render the easiest and most convenient banking services 
to users.

Provide overseas phone call service through the "Dawli 4. 
Tel" service.

Development of online banking service or the so-called 5. 
"Dawli Online" to offer additional online services as a 
medium for dealing with its customers.

Worth mentioning, the Automated Teller Machines 6. 
(ATMs) have been upgraded with the new feature of the 
"Cash Depositing". New ATMs have been also installed 
in strategic locations to reach the largest group of its 
customers.

Establish strong and useful relations between the 7. 
Department and its customers through the Call Center 
which is functional around the clock seven days a week. 
This service succeeded also in the transaction of cross 
sale (sale of more than one product to a single client) of 
the Bank various products and services, including Islamic 
Shariáh compliant financing, deposit transactions and 
credit cards. Worthy of note is that total calls received on 
the "New Account", reached 68,530 call. The highest three 
inquiries were on the account and general information on 
the Bank, along with other matters relevant to the Kuwait 
International Bank. As such, the considerable increase in 
customer calls, and the resultant sales of retail products, 
signify customers satisfaction of the banking experience 
with this Department.

Establish the integrated delivery service by the Card 8. 
Center in the late 2009.
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In the mean time, the Retail Banking Department 9. 
studies the feasibility of Procco/Flair offer for the double 
card of Murabaha and insurance product during travel, 
"Blessed Travel: "Safar Mubarak",. The salary account to 
professionals and for ladies is among the products which 
are expected to be launched at the beginning of 2010.

Expand the retail service network by opening two new 10. 
branches for the Bank in Farawaniya and Khitan branches.

To stress the significance of the customer service standard, the 
Retail Banking Department carries out continued evaluation 
of its customer requirements to meet their expectations. 
For this purpose, Quality Service Unit has been established 
in 2009. The main functions of this Unit is to ensure that the 
Retail Banking staff will render distinguished and appropriate 
service on an integrated standards and their compliance with 
the policies and procedures. The Service Quality Unit followed 
up "Customers proposals and complaints" and concentrated 
on developing the service quality at the Bank branches, along 
with implementation of the service examiner program for 
identification of the service quality standard and customer 
satisfaction.

For the purpose of improvement of the Bank relations 
with the consumer and durable commodities suppliers, 
including vehicles, the Retail Banking Department launched 
a campaign for building relations in 2009, whereby 97 new 
pacts have been signed and 32 representatives have been 
appointed in suppliers showrooms, 400 salary accounts 
have been transferred from other banks to our Bank and 50 
accounts were opened to suppliers. A new policy has been 
set up for financing in consideration of cash margin along 
with amendment of the pricing standard two times. In the 
framework of enhancing the marketing efforts, the RBD in 
2009 organized a special event on the occasion of some 
citizens take-over of new houses. This event was held in Crown 
Plaza Hotel in September 2009 and was handled by the mass 
media and attended by some companies and establishments. 

Furthermore, RBD succeeded also to conclude in December 

2009, a memorandum of partnership between the Bank 

and Kuwait Fire Department, which was named, "We take 

care of your Safety". This partnership was a great success 

evidencing the Bank commitment towards Corporate Social 

Responsibility.

Since investment in human resources accounts for the most 

significant priorities of RBD, this Department recruited and 

arranged training courses for newly Kuwaiti graduates to 

fill in the vacant jobs created as a result of its expansion, so 

that they will be among the future policy makers. RBD staff 

took advantage also of the training opportunities provided 

by the Institute of Banking Studies as well as the external 

opportunities. Worth mentioning, the retail banking group 

has been restructured for efficiency improvement.

Notwithstanding that the applied financial system is subject 

to severe pressure, the RBD was keen to enter into regional 

competition, in that it improved its position by concentrating 

on its points of strength and operational cost-effective, along 

with the strict compliance with policies and procedures.
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Commercial Banking Department

The year 2009 was the second full year during which our Bank 
exercised its business as an Islamic bank. The Commercial 
Banking Department (CBD) in that year realized a growth of 
7.46% above the previous year levels, despite the economic 
recession which covered the Kuwaiti economy during 
that period. The CBD succeeded to curb the accelerated 
rates in the ratio of default financing to the total financing 
facilities resulting from the wave of the economic recession 
and the deteriorating conditions in the market, based on 
the precaution and vigilance approaches adopted by this 
Department, along with the continued follow-up it carries 
out for these transactions. A new pricing policy has been 
applied to the non-cash facilities, and thus contributed to 
increase income from non-cash businesses.

According to the delineated plan, the CBD continues 
concentrating its efforts to reduce the relative weight of 
the real estate sector in the financing portfolio, whereas 
its quota in the total financing is relatively high for reasons 
mainly attributable to the accumulation of financing pattern 
that was created during the period when the Bank was 
specialized in real estate business line before its conversion 
into Islamic Bank from July 2007. In order to concentrate 
on lines of banking businesses, there are four independent 
divisions reporting to this Department, and collectively carry 

out their functions to provide Islamic Shariáh compliant 
products and solutions tailored with customer needs.

Treasury Department

The Treasury Department (TD) role is mainly focused on 
management of the liquidity in the Bank and raising the 
profits resulting from its surplus. The TD expended distinct 
efforts during the year for maintaining the stability of the 
financial position of the Bank and enhancement its client 
base, in that the TD worked out to establish new corporate  
relations, along with enhancement of the relations with the 
existing customers and attract deposits with appropriate 
terms. The TD continually acts to diversify its investments to 
cope up with the Islamic banking model.

The year 2009 was a harsh year for most of the financial 
institutions owing to the continued repercussions of 
the global financial crisis, whose impacts touched all 
our domestic economic sectors. However, the Treasury 
Department succeeded, in spite of these circumstances, 
to realize its objectives by increasing the network of 
commodities and metals brokers, thereby resulting in 
reducing the brokerage cost and enriching the returns 
generated from the liquidity surplus with the Bank which, in 
turn, led to a radical improvement in the general standard of 
the Bank revenues and its operating profits.
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Investment Department

Investment Department adopted a conservative investment 
strategy in 2009 to avert the involvement in the rising market 
risks and the global world crisis. As such, no investments 
were initiated during the last year owing to the unavailability 
of investment offers that satisfy the requirements of the 
conservative policy of the Bank. Investment Department 
shall continue implementation of its policy for restructuring 
the Bank investment portfolio during 2010. At the same 
time, it shall carry out comprehensive and precise studies 
to the financial investment offers as well as offers in the 
real estate sector, in order to select the revenue-generating 
investments. The Department shall also focus on domestic 
investments in the State of Kuwait and the GCC countries, 
in that the Department's view is that the involvement in 
investments outside the Gulf region entails risks as a result 
of the global financial crisis.

Information Technology Department 

KIB is well aware of the continued investment in information 
technology to ensure the continuity of operational 
productive expansion. In 2009, KIB realized a series of 
significant technological achievements, in the framework of 
following up on its implementation of its strategy aimed at 
providing communication channels and innovated products 
for customer service and enhancing the Bank position as a 
leader in banking technology.

Kuwait International Bank has successfully completed 
creation and commissioning of a second computer 
quarters in one of the Bank branches to ensure its usage 
for maintaining business confidentiality, along with its 
use in emergency events, thereby safeguarding the Bank 
investments in information technology and to ensure 
high standard banking transactions and continuity of 
customer service. The second computer quarters shall stand 
as an online version matching and connected with the 
computer headquarters located at the Bank headquarters. 
Furthermore, such second quarters applies the state-of-
the-art data base for the purpose of providing back-ups of 
customers and businesses important data.

Worth mentioning, the Kuwait International Bank offered 
several initiatives aimed at enhancing customer service at 
branches, including allowing the customer to immediately select 
the PIN as soon as he/she receives the ATM card, and this process 

is more convenient, secure and efficient to the customer.

The Information Technology Department at the Kuwait 
International Bank is aware also of the magnitude of the Business 
Intelligence in the process of decision support, transparency of 
information and their integrity. KIB continues to upgrade the 
management of its information systems, whereby the Bank is 
known as the first Bank in Kuwait which employs the state-of-the-
art technologies in this regard; namely 64 bit, from SAP Business 
Objects software. The Kuwait International Bank applied strong, 
essential and comprehensive system for report writing to enable 
the Bank users reach the information, their analysis, browsing 
and circulation.

From the perspective of in-house operations, technology plays 
a significant role in acceleration and organization of business 
transactions to create efficient and easy customer service, along 
with providing the highest levels of control and protection, the 
Kuwait International Bank successfully launched an upgraded 
system for Risk Management. This system is featured with the 
highest standard of integration with its main banking system, 
and helps reduce the cycles of obtaining credit approvals, 
along with compliance with the regulatory requirements of the 
Central Bank of Kuwait and Basel II regulations. Furthermore, a 
new system was launched for monitoring of work progress to 
improve communication with customers and departments to 
realize better efficiency and control on transactions, along 
with considerable improved services to customers.

The Information Technology Department culminated its 
quality performance preeminence with the award to the 
Executive Manager of the Department the prize of the "One 
of the Best Ten Information Technology Executive Managers 
in the Middle East", in Dubai in November 2008.
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Risk Department 

In 2009, the Risk Department expended intensive efforts for 
enhancing the risk management applications matching the 
stringent regulatory requirements to challenge the economic 
deflation. The Bank focused on the compliance with the 
implementation of Basel II Capital Adequacy Standards, 
specifically with regard to implementation of the Internal 
Capital Adequacy Assessment Process and the pressure tests in 
accordance with the Pillar II of capital adequacy standard.

For this purpose, the Risk Department carried out overall revision 
of the present business framework, intended to combine capital 
adequacy standards within the day to day functions of the risk 
management in the Bank. These procedures encompassed 
setting up the analytical instruments, policies and necessary 
measures for developing the internal assessment of capital 
adequacy. Among these procedures are the periodic pressure 
tests to ensure that all risks have been defined and measured 
according to the capital uses standards. Accordingly, the capital 
internal assessment process considerably contributed to 
enhance the risk management in the Bank by combining the 
methodology of assessment and control with preparing the 
risk reports defined according to the capital uses measuring 
approaches.

Furthermore, and as a part of implementation of Pillar III of capital 
adequacy standard, a comprehensive disclosure policy has been 
developed and encompassed the disclosure on the quantity 
and quality of risk in the annual report of the Bank to provide 
shareholders and users of financial data with comprehensive 
transparent description of the Bank business and the risks it 
faces.

Notwithstanding the harsh economic and financial conditions, 
which drove the Bank to appropriately increase the levels 
of provisions, it has been evidenced that application by the 
Risk Department of the protective and cautious approach 
has considerably succeeded to reduce the volume of debts 
for some assets and counterparties. Several initiatives have 
been developed also and implemented around the year for 
enhancement of the major functions of the Risk Department as 
follows:

Credit Risks

The Bank placed considerable concern in the management and 
assessment of credit risks by carrying out periodic analysis of the 

credit portfolio to establish the rules for assessment of the quality 
of the portfolio, as well as the early warning of the expected 
problems in financing transactions. In return, credit review 
operations have been intensified on the level of each customer 
with the due diligence for assessment of the credit adequacy of 
customers and the facilities structure, along with the adequacy 
of collaterals. This procedure is carried out independently by 
the department in-charge of granting credit, as well as the Risk 
Department.

For the purpose of enhancing the credit assessment process, 
the Risk Department adopted also during the last year an 
internal system for classification of credit risks, whereas the 
general economic conditions and customer positions have been 
considered, as well as the credit required, to reach the sound 
assessment of risks of credit proposed to the customer.

Furthermore, several steps have been taken for safeguarding 
the Bank interests against the impacts resulting from the 
financial crisis, including introducing restrictions on real estate 
collateralized financing transactions, and re-determination of 
the classification standards of listed eligible stocks as a collateral 
added to carrying out continued assessment and setting 
up acceptable financing limits on the level of the bank and 
sovereigns.

Market Risks

The market risks encompass both the liquidity risks (the Bank 
inability to receive its short-term requirements of liquidity 
with reasonable cost) and the profit rate risks (changes in the 
basic market profit rates), exchange rate risks (resulting from 
the changes in the foreign exchange rate) and pricing risks 
(resulting from the change in prices of circulated assets).

Notwithstanding that the market risks do not attain the same 
level of importance of credit risks owing to the nature of 
banking business, the Bank assumes considerable concerns 
in the market risks, in the backdrop that the domestic 
market environment is unstable, as witnessed during the 
year. Accordingly, such quality of risks may entail significant 
financial repercussions. In order to mitigate these risks, 
the Risk Department provides the Bank Management 
with protective recommendations for using the analytical 
approach of statements of gaps, along with implementation 
of the measuring of the value-at-risk, which is deemed an 
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internal measure for calculation of several items of the 
market risks. In view of the prevailing substantial instable 
conditions witnessed in the Kuwait Stock Exchange 
owing to the financial crisis, the Risk Department in 2009 
enforced the value risk model for the Bank stocks listed on 
the Kuwait Stock Exchange. For further enforcement to the 
mechanism of preparing reports on the market risks and 
their monitoring, the Risk Department developed several 
scenarios with various risk levels to the market risks in 
order to enable initiating the appropriate and immediate 
action by the Senior Management in light of the findings 
of these reports.

Operating Risks and Protection of 
Information Technology 

Operating risks are those risks relating to losses incurred 
due to insufficiency and/or inconveniency of internal 
procedures, either on the part of personnel or failure in the 
used computer system. The Risk Department identified 
risk factors relevant to several transactions in the Bank 
on continued pace and proposed remedial solutions 
for risk mitigation. The Department is also in the process 
of development of an overall business framework for 
operating risks based on the self assessment of each 
department by measuring and finding out performance 
indicators for risks and identify the reasons and justifications 
of losses, for the purpose of the effective identification of 
operating risks, their assessment, monitoring, mitigation 
and control.

It is due to apply a computer system in 2010 which will 
meet these needs and will help protect information 
technology, and thus will lead to safeguarding the integrity 
of information technology systems at the Bank along with 
the confidentiality of information.

During the year, The Bank launched the online banking 
services along with the SMS service. The Risk Department 
lends effective contribution in developing a package of 

procedures and policies, along with delineation of business 

framework for protecting information technology, to ensure 

the safety of customer transactions against various threats 

on the internet. The Department extended also effective 

contribution during the year in implementing the Bank 

business continuity plan.

Compliance with the Central Bank of 

Kuwait Instructions 

The Risk Department assumed the compliance monitoring 

functions in general and the Central Bank of Kuwait 

instructions in particular, aimed at improvement and tuning 

up compliance processes along with following up compliance 

with the purports of the Bank internal policies and procedures 

in line with the regulatory requirements.

Among the major functions of the Compliance Unit at the 

Risk Department is realizing a tangible development through 

designing a comprehensive reporting system for monitoring 

compliance with the Central Bank of Kuwait instructions, 

which is expected to be enforced at the beginning of 2010.

Strategy Development

The Risk Department developed a business framework for 

monitoring the Bank strategy and reporting thereon, thereby 

ensuring the Bank business running towards its strategic 

objectives. For this purpose, the Risk  Department developed 

the main performance indicators that shall be applied for 

monitoring the Bank performance for implementing this 

strategy, along with measuring the efficiency of strategic 

initiatives and improvement of the strategy implementation 

of business framework with higher transparency to ensure 

the Executive Management monitoring business actions and 

confirm their course is laid on the right direction.
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developed a number of activities; namely, SMS to all the 
Bank staff on their mobile phones for rendering certain 
banking services to them, as well as the upgrading of 
the Human Resources to satisfy the day-to-day business 
requirements, and designing a presentation to the new 
Bank staff to explain the magnitude of the Personnel 
Division and its services to its staff.

2. Labor Planning Division

During the year 2009, this Division carried out several 
strategic functions for the job planning, the most 
significant of which are: preparing periodic reports on 
the turnover of jobs in the Bank, including recruitments 
and resignations, and carry out periodic review of the 
department requirements of labor force, carry out 
comparative studies on the count of labors during 
the preceding and present periods in the framework 
of the expansion of the Bank business and general 
strategic objectives of the Bank, the prompt monitoring 
of the turnover of recruitments and resignations 
and ensure compliance with the national labor force 
as per the Central Bank of Kuwait regulations, carry 
out the necessary studies that can be relied upon in 
the staff promotion procedures, adjustment of staff 
job positions, as well as the necessary review of the 
organization chart of departments and effecting the 
necessary adjustments matching with the expansion 
process and business diversification within the certified 
budgets. The Division assumes also specific functions 
for carrying out comparative studies in the domestic 
market in terms of compensations and salaries, setting 
up job descriptions for newly introduced job titles at the 
Bank, and coordinate with the Labor Force Restructuring 
Department & the Executive Body of the State to attract 
experienced workers or the required jobs for newly 
graduates, and these issues are planned with the Job 
Opportunities Division as well.

Human Resources Department

1. Personnel Division

This Division took actions in 2009 for recruitment of 140 
new employees and complete the nationalization and 
replacement process, bringing the national labor ratio to 
62% by end of November 2009, and thus satisfied the labor 
ratio requirement stipulated by the Central Bank of Kuwait. 
A detailed and complete Manual has also been developed 
for all procedures and work steps applicable at the Personnel 
Division. This Manual describes the mechanism for use of 
Human Resources Systems. It also encompasses a model 
for all screens and the detailed serial for the working steps 
thereon, as well as activation of the email for the Personnel 
Division, to satisfy the staff requirements and answer any 
queries with the maximum possible speed. A new internal 
service has been created under the title, "Quality Service 
Assurance", aimed at enhancing the relation among the 
Bank staff and Personnel Division employees as to have 
a one staff dedicated to pass by all departments to train 
them on the use of the KIB intranet and the data posted on 
it, including the details of their salaries, leave, and the forms 
used and the means of their usage, as well as the provision 
of services related to their duties. The Personnel Division 
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staff aimed at determining the most suitable location 
for each staff based on an appraisal process effected 
according to a certified scientific standard. Among other 
functions are the marketing the Bank name through the 
active participation in job exhibitions and dedication 
to demonstrate the Bank activities in press releases 
in the newspapers, and local seminars held following 
the issuance of any laws or regulations by the official 
authorities with regard to banking business, together with 
convening external seminars which handle the Islamic 
banking activities and concentrates on its achievements, 
thereby enhancing the Islamic banking momentum on 
the levels of the domestic and Gulf markets in general.

Legal Department

The Legal Department was dedicated in 2009 to expand 
the scope of its activities to cover all legal consideration of 
the banking transactions. The most significant contribution 
of this Department in this line was the commencement 
in implementing a working plan for development of the 
banking products rendered by the Bank and submit the 
legal proposals on the mechanism of enforcement of the 
new products to ensure the Legal Department keeping 
pace with the development system adopted by all other 
departments of the Bank 

The Legal Department continued in providing support 
and legal assistance to all the Bank departments and 
its branches, by means of rendering the necessary legal 
advice to provide positive business environment and 
render better customer service. Other functions included 
the Department carrying out its normal duties in terms of 
wording and notarizing the banking financing contracts 
and initiating all lawsuits of the Bank, and taking the 
necessary executive measures for collection of the Bank 
dues, including settlement of bad debts in accordance 
with the Citizens Positions Treatment Fund who are in 
default of repayment of their loans, and the Department, 
owing to its efforts in this regard, was able to settle and 
collect several debts which fell due to the Bank.

Property Management Division

The Property Management Division maintained its 
performance to realize the best results in terms of cost-
cut while rendering distinct services to maintain lessees of 
residential and commercial units, and adjust the rent rates 

3. Training Division 

This Division assumed certain significant duties in the year 
2009 which covered convening 152 training courses, of 
which 648 partners benefited. Several other innovated 
projects have been implemented which have not been 
antecedently applied at the Bank. These projects will 
effectively help develop the work systems and the better 
investment in the Bank employees. The projects for building 
the Bank staff efficiencies were focused on the project 
for analysis of the training requirements of the Bank staff, 
including the Executive Management, in cooperation 
with the Institute of Banking Studies and definition of 
training requirements based on sheer technical grounds. 
Such projects encompassed also qualifying Kuwaiti newly 
graduates to employ them in the private sector, by means of 
their enrollment in specialized courses in cooperation with 
the Institute of Banking Studies, in line with the Central Bank 
of Kuwait directions. These projects include also enrollment 
the Bank staff in specialized scientific courses classified under 
certified banking certificates to the Commercial Banking 
Department and Retail Banking Department (Certified 
Certificate) (Certified Branch Management). Other projects 
are signified in the Bank participation in providing summer 
training courses to the Public Authority for Applied Education 
students, and other students of private colleges and 
universities. Furthermore, the Division  was able to complete 
a number of other major functions of which: setting up and 
applying a mechanism for the prior assessment of trainee 
staff to ensure the selection of the most appropriate staff 
to join training courses, as well as measuring staff benefit 
after participation in the training courses, and coordinate 
for conducting a regulation for assessment of the Bank 
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Real Estate Appraisal Division

This Division completed the following actions during the 
year 2009:

Expansion in the real estate appraisal business, whereas 1. 
the count of real properties appraised rose from 5832 
in 2008 to 7194 in 2009, i.e. an increase of 23.35%. 
The Division implemented the Central Bank of Kuwait 
instructions regarding appraising all mortgaged real 
properties, thereby leading to raising the contribution 
of the Real Property Division to the Bank revenues and 
its operating profits, whereas the Division revenues rose 
by 45.3% compared with the previous year levels.

Issuance of the Real Estate Report for the year 2008, 2. 
along with issuance of the Quarterly Real Estate 
Report which covers the real estate trading in Kuwait. 
This report and the real estate reports made by this 
Division gained commendation of the real estate news 
monitoring economic entities. The Division issued also 
the first volume of the semi-annual report for the cost 
of construction, which includes the building materials 
prices, their specifications and the cost of labor, so as 
to be reference for citizens during the construction of 
their real properties. Worth mentioning, the real estate 
report for 2009 will be issued independently of the Bank 
Annual Report for 2009 later in sha'a Allah.

Complete the preparation and commissioning of 3. 
Real Estate Data Base which will have great impacts 
on accelerating the real estate appraisal process and 
provision of all real estate information and approaches 
to workers in this business line to carry out the 
necessary comparisons to determine the value of the 
real property and identify the latest developments in 
the real estate market.

Owing to the specialized expertise and know-how 4. 
enjoyed by the Real Estate Appraisal Division, it was 
named by the concerned  Executive Authority in the 
State as one of two certified entities for appraisal 
of real properties subject to the Law Decree on the 
Financial Stability in Kuwait which was passed recently 
to confirm the stature of the Division on the level of 
the country in the area of real estate appraisal. 

Financial Control Department 

The Financial Control Department in 2009 took part essential 
domain in implementation of the Capital Adequacy Standard 

to match the market rates in an endeavor to raise the annual 
revenues from real properties.

This Division in 2009 paid special importance to the following 
functions:

Take entire supervision of maintenance of the Bank 1. 
branches, as to sign the necessary maintenance contracts 
for such branches by coordination with the Technical 
& Administration Department and Personnel Services 
Division.

Signature of a real estate portfolio contract with the 2. 
Awqaf General Secretariat (AGS), based on the desire of 
the Secretariat for the Property Management Division to 
manage six new real properties owned in full by the AGS 
and the number of real properties to be managed by the 
Division are likely to increase by the end of 2010.

Follow up the negotiations with the Public Authority for 3. 
Minor Affairs concerning the Bank to assume management 
of a real property portfolio belonging to the Authority. The 
Division took long strides in this issue, and this portfolio 
accounts for a significant objective for the Bank, and 
thus will be reflected on further income to the Property 
Management Division.

Contribution in preparing studies for conversion of the 4. 
Division into a real estate company owned in full to the 
Bank, in cooperation with the Investment Department, the 
Economic Research Department and Real Estate Appraisal 
Division.

The Bank Management intends to have the Property 5. 
Management Division to carry out all measures for the sale of 
certain real properties owned by the Bank on the Murabaha 
instrument in public auction for defaulting borrowers.
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Economic Research Department

The Kuwait International Bank assumes great concern in 
enhancing the Economic Research Department to confirm the 
magnitude of the role undertaken by this Department in studying 
and monitoring the events and economic, financial, and monetary 
developments on the world and local arenas, specifically those 
events and developments that shed impacts on the banking 
business and investment institutions. This Department helps 
understand and know the business surrounding environments 
and arranges possible ways for having the necessary reactions 
to any economic developments in the business environment. 
It assumes a very important role in the Bank business, as to 
provide information and studies that help decision makers in 
the Bank take their sound decisions. This Department plays a 
pivot role in rendering the technical support to the Bank several 
departments. KIB has enhanced the technical personnel of this 
Department, in that the Economic Research Department in 2009 
embodies at present a working team that combines a group of 
economic specialists and experts in macro and micro economy, 
authentication, information and library management, who all 
workout for preparing researches and economic studies. Worth 
mentioning, the KIB is deemed among few banks which maintain 
economic research departments in the State of Kuwait.

The following major functions are carried out by the Economic 
Research Department: 

-  Prepare researches and reports relevant to local, regional 

and international economic developments to assist the 
other departments in the Bank for exploring the investment 
opportunities and determine their business priorities.

-  Carry out studies, researches and analyses for the various 

economic sectors as required by the Bank Management or 
as required by any other department on a certain sector, an 
eligible market or a certain product, for assisting in the process 
of decision making on analysis of investment opportunities.

-  Provide support and contribution with the concerned 

department to prepare feasibility studies for the Bank branches, 
products, and the new services, etc., throughout rendering 
analyses to forecasts or the relevant opportunities.

-  Provide economic information and build economic database 

to be used by the Bank staff.

-  Prepare periodic reports on the economic and financial 

performance indicator for the Gulf Cooperation Council 
countries (GCC). 

-  Cooperate with the researches and studies center on the local 

project in accordance with Basel II regulations. The Department 
used information technology for preparing reports relevant to 
the automated studying of the standard swiftly and precisely.

The Financial Department contributed also in implementation 
of the stress tests based on scenario tests. This approach is 
based on building reasonable scenarios with adverse impacts 
(high stress, little frequent events), basic and medium scenarios 
and worst event scenarios for each factor for the risk  factors 
that impact the Bank portfolio, thereby leading to identification 
of the impact on the Bank assets and risk weighted assets 

(according to Basel II regulations) for the additional capital 
requirements.

The Department developed also the role of the Management 
Reporting Division by means of expanding the reporting base 
made for measuring performance and the convenience for 
taking the sound decisions, in that the management reports 
encompassed reports made on daily, weekly and monthly basis 
for assessment of the financial performance. The internal pricing 
for the invested funds among the Bank several departments 
has also been developed, and thus reflected positive impacts 
on preparing the various reports to image precise picture for 
customer assessment by means of preparing the customer 
profitability reports and product appraisal through preparing 
the product profitability and assessment of divisions and 
departments in terms of the financial performance throughout 
the Department profitability.

The Financial Department at present and in coordination with 
the Information Technology Sector makes automated links 
with the regulatory bodies reports, which will contribute to 
the speed and accuracy of completion of the required periodic 
report and making available of the necessary data thereto, and 
this project is expected to be completed during the year 2010.
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in cooperation with the Treasury Department and discusses 

such report with great concern with the executive managers, 

and identify its impacts on the business of the various 

departments and conditions of the domestic economy.

The Economic Research Department in 2009 succeeded to 
complete a number of specialized studies that covered the 
following titles:

-  Horizons of credit market in Kuwait in light of the present 
global financial crisis.

-  Preparing the structure of the most convenient standard 

index 
for the Kuwaiti real estate market.

-  The track of activity of deposits in Kuwaiti banks.

-  Classification of the domestic economic activities.

-  Real estate investment in Kuwait in its present and 

expected 
condition in terms of viewing the Bank investment portfolio.

-  Quarterly reports on the macro economic policies for the 
prevailing trends in the Kuwaiti economy.

-  The Department actions encompassed also preparing the 

Bank 
Annual Report and completion of the library project, 
including the classification and arranging the library to be 
ready for borrowing.

The Department plans to implement a package of specialized 

projects relevant to the Bank strategic plan during the year 

2010; the most significant of which is preparing a group 

of studies under titles of, "Study Concerning Cost-Effective 

Deposits", "Study on New Investment Opportunities", and a 

Semi-Annual Bulletin on the economic and monetary indictors 

for the guest countries (the existing or the potential ones) for 

the Bank external investments.

and international scenes with regard to the studies relevant to 
banking and Islamic businesses.

-  Monitor and follow up the macro economic developments 

in Kuwait, in that the Department carries out studying to the 
economic cycles and financial events and crises that occur in the 
regional and world arenas and discusses the potential adverse 
repercussion on the Bank business.

On another front, the Economic Research Department philosophy 
in the Kuwait International Bank focuses on the following 
matters:

-  Concentrate on operating researches that aim at rationalization 

of the decision and enhancement of its force, and thus raise the 
chance of profitability, and these researches are made clear cut 
in objectives and intent.

-   Work through joint action teams with the concerned 

departments in accordance with a clear Action Plan, through 
which the research terms of reference is certified and the 
concerned departments are involved in preparing the research.

-  Use the video presentation approach and the direct meeting 

with the executive managers, and the various management 
leaders and provide them with the required studies or the 
periodic reports on the economic and financial developments, 
and discuss the finding and recommendations with them 
directly. This Department is aware that providing reports and 
several data without knowing their objectives or without 
analysis of their purports and impacts will not realize the 
required objectives.

-  The Department uses the scientific research approach in its 

researches in its quantitative and qualitative aspects, according 
to the requirement of the research, and in all its researches it 
endeavors to lay down its recommendation in figurative terms

-  This Department carries each year four specialized studies to 

the several Bank departments. For example, the Department 
studied the global financial crisis immediately upon its 
occurrence and discussed with the executive managers 
the potential adverse impacts of this crisis on the domestic 
economy, (such as the slump in oil prices and its derivatives, the 
collapse of stock exchange markets, the shrinkage in liquidity 
and disclosures of some investment companies, etc.) and 
thus the likely impacts on the activities financed by the Bank. 
Through joint action, a unified decision is taken to stand up to 
the adverse potentials of the crisis.

-  The Department prepares a comprehensive report on the local, 

gulf and international economic and financial developments 
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Major Financial Performance Indicators
for year end 31 December 2009

 2009 2008

Total Assets ( KD million ) 1,140 1,083

Operating Profit ( KD ,000) 18,107 11,162

Operating Profit ( KD ,000 ) Total Assets ( KD million )
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