
Thursday, May 6, 2021

10
B u s i n e s s

Established 1961 

KUWAIT: Gulf Bank held a virtual analyst conference call
to review and discuss the Bank’s financial performance
during the first quarter of the year 2021 on Tuesday, May
4, 2021. The conference call was attended by Tony Daher,
Chief Executive Officer of Gulf Bank, and David Challinor,
Chief Financial Officer of Gulf Bank. The discussion was
moderated by Dalal Al-Dousari, Head of Investor
Relations at Gulf Bank.

Tony Daher commenced the virtual analyst call with
key updates regarding Gulf Bank’s operating environment
during the first quarter of the year 2021. Daher comment-
ed, “We started the year with a new surge in COVID-19
cases and, unfortunately, daily fatalities. This has led
healthcare officials and the government to increase pre-
cautionary measures to control the situation from further
deterioration. 

“A partial curfew and further restrictions on businesses
were imposed, in addition to the closure of Kuwait Airport
to foreign travelers since February. Despite the continu-
ous challenges that we are still facing as a result of the
pandemic, Gulf Bank started the year 2021 positively, with
an increase of 39 percent in our first quarter’s net profit
compared to the same period last year. We managed to
grow our business in both the corporate and consumer
segments, and the quality of our portfolio continues to be
resilient as our credit cost remains low.”

A New Strategy
Daher also announced Gulf Bank’s new five-year strat-

egy, which will focus on: 
l Promoting growth in the corporate banking segment

by increasing product offerings and focusing on small and
medium-sized enterprises; 

l Increasing the Bank’s market share in the retail bank-
ing sector, and targeting youth and affluent client seg-
ments; and 

l Developing the Bank’s digital banking platforms to
increase competitiveness in the banking industry.

Digital Transformation
Daher also indicated that Gulf Bank is digitally trans-

forming most of its major activities in a way that increases
efficiency, enhances the Bank’s performance, and
strengthens its corporate governance. The Bank antici-
pates that its diligent technological enhancements will
facilitate daily operations for both its customers and the
Bank and is continuously enhancing security levels to ele-
vate Gulf Bank’s customer protection and increase com-
petitiveness among leading banks.

Solid Financial Performance
Daher summarized Gulf Bank’s first-quarter results for

2021 with five key messages: 
1. Net profit grew by 39 percent during the first quar-

ter of 2021 and reached KD 12 million, in comparison to
KD 8.6 million reported during the first quarter of 2020. 

2. Reported operating income reached KD 41.5 million
during the first quarter of 2021, growing by 8 percent
compared to the first quarter of 2020. This growth was

driven primarily by a significant decline in the cost of
funds that exceeded the decline in interest income.  

3. Asset quality remained resilient, as Gulf Bank’s non-
performing loan ratio in the first quarter of 2021 stood at
1.5 percent, with no change from last year’s ratio.  In addi-
tion, the Bank has ample provisions with a coverage ratio
of 419 percent.

4. Relaxed capital regulatory minimums that were
introduced in 2020 remain in place, allowing the Bank
additional buffers over the minimums. Gulf Bank’s Tier 1
ratio has a buffer of 485 basis points (14.3 percent vs. 9.5
percent) and its capital adequacy ratio (CAR) has a buffer
of 621 basis points (17.7 percent vs. 11.5 percent). With
these comfortable buffers in place, Gulf Bank has
obtained the Central Bank of Kuwait’s approval to exer-
cise the call option for the redemption of the KD 100 mil-
lion subordinated tier 2 bonds that mature by the end of
May, as well as the issuance of new tier 2 compliant bonds
at a maximum of KD 50 million. The Bank has also recent-
ly obtained the Capital Markets Authority’s approval for
the issuance of these bonds with an objective to support
the Bank’s capital adequacy ratios as per CBK Basel III
regulations. 

5. Gulf Bank maintained its ‘A’ ratings from the four
major credit rating agencies, noting its ratings as of today:

a. Moody’s Investors Service maintained the Long-
Term Deposits Rating of “A3” with a “Stable” outlook.

b. Fitch Ratings affirmed the Bank Long-term Issuer
Default Rating of “A+” with a “Negative” outlook.

c. S&P Global Ratings maintained the Bank Issuer
Credit Rating at “A-” with a “Negative” outlook.

d. Capital Intelligence maintained Gulf Bank’s Long-
term Foreign Currency Rating of “A+” with a “Stable”
outlook.

Daher also noted that although the Bank continues to
operate in challenging times, it has also built a solid foun-
dation to continue tackling new challenges while support-
ing the growth requirements of its customers.

Increasing Profitability
Gulf Bank’s CFO, David Challinor, discussed Gulf

Bank’s Q1 results of 2021 in more detail, noting that inter-
est income is down KD 12.8 million, or 22 percent, mainly
due to a re-pricing of assets and booking new loans at
lower rates after the Central Bank of Kuwait lowered its
discount rate by 125 basis points in March 2020. 

Challinor highlighted that liquidity conditions
remained favorable, with fixed deposits continuing to re-
price at lower rates. As a result, interest expenses contin-
ued to decline on a quarterly basis starting during the first
quarter of 2020. The interest expense declined by KD
16.5 million (or 57 percent) from an initial KD 29.1 million
during the first quarter of 2020 to KD 12.6 million during
the first quarter of 2021. 

Operating income grew by 8 percent to KD 41.5 million
compared to KD 38.3 million during the first quarter of
2020 as a result of the decline in interest expense, which
outpaced the decline in interest income. Operating expens-
es have increased by KD 1.7 million or 9 percent year on

year. Gulf Bank continues to invest in its business as it
focuses on its digital transformation strategy going forward. 

Challinor also pointed out that credit costs have mar-
ginally increased from KD 7.3 million during the first
quarter of 2020 to KD 8.3 million during the first quarter
of 2021. Gulf Bank also managed to reduce its credit costs
significantly each successive quarter, with credit costs
declining from a peak of KD 21 million in Q2 2020, to KD
16.6 million in Q3 2020, to KD 14 million in Q4-2020, and
finally to the current level of KD 8.3 million in Q1 2021. 

A Strong Financial Position
Challinor also presented Gulf Bank’s balance sheet,

indicating how individual line items have moved from the
31st of March 2020 to the 31st of March 2021. Challinor
also presented the Bank’s mix of assets and highlighted its
changes over the last 12 months. 

He said: “Over the course of the last 12 months, Gulf
Bank’s total assets shrank by KD 161 million or 3 percent
to KD 6.3 billion compared to KD 6.4 billion the year
before. This was largely driven by a KD 77 million or 5
percent decline in Liquid Assets, and a KD 57 million or 1
percent decline in Net Loans. However, on a year-to-date
basis, Net Loans grew by KD 103 million or 2 percent and
total assets grew by KD 159 million or 3 percent, reflect-
ing a pick-up in overall economic activity. In terms of the
major components of total assets, the mix is essentially
unchanged from a year ago.”

As for Gulf Bank’s funding, Challinor indicated that
nearly all of Gulf Bank’s funding comes from Due to
Banks, Deposits from Financial Institutions, and Customer
Deposits. As a result of growing its customer deposits and
attracting more short-term bank funding, Gulf Bank was
able to reduce the deposit mix coming from financial
institutions. The Bank’s non-performing loan ratio also
increased from 1.1 percent at the end of December 2020
to 1.5 percent at the end of March 2021, and its coverage
ratio exceeded 400 percent to reach 419 percent at the
end of March 2021.

Prudent Financial Management
Challinor also indicated that as of 31 March 2021, Gulf

Bank’s total provisions reached KD 293 million with IFRS
9 ECL requirements at KD 197 million, allowing the Bank
KD 96 million in excess provisions, representing 33 per-
cent of total provisions.

As of 31 March 2021, Gulf Bank’s total provisions of
KD 293 million are divided into two sections: ‘provisions
on cash facilities’ which reached KD 276 million, and ‘pro-
visions on non-cash facilities’ which reached KD 17 mil-
lion and are included in ‘other liabilities’ on Gulf Bank’s
balance sheet.  

In addition, Gulf Bank’s loan stages are fairly stable
with Stage 1 loans moving from 90.6 percent as of 31
March 2020 to 92.5 percent for 31 March 2021, while
Stage 2 loans moved from 7.9 percent to 5.9 percent and
Stage 3 remained the same at 1.6 percent for both periods. 

As for Gulf Bank’s IFRS 9 ECL Stages composition,
Challinor indicated that Stage 1 reached 21 percent as of

31 March 2021, moving from 17 percent a year ago. Stage
2 is in a declining trend, moving from 51 percent a year
ago to 40 percent in the most recent quarter, and Stage 3
reached 40 percent, moving from 33 percent a year ago.

Challinor also highlighted that, as of 31 March 2021,
the IFRS 9 ECL coverage for gross loans and contingent
liabilities and commitments was: 0.6 percent for Stage 1,
19.5 percent for Stage 2, and 85 percent for Stage 3.
Overall coverage, however, is much higher since the Bank
has provisions of KD 96 million over the IFRS 9 ECL
requirement of KD 197 million.

Challinor said, “Gulf Bank’s regulatory capital ratios
remain well above both our current minimums and our
pre-Covid-19 minimums. Our Tier 1 ratio reached 14.3
percent, 485 basis points above our current regulatory
minimum of 9.5 percent, and 235 basis points above our
pre-Covid-19 regulatory minimum of 12 percent. Our
Capital Adequacy Ratio of 17.7 percent was 621 basis
points above our current regulatory minimum of 11.5 per-
cent and 371 basis points above our pre-Covid-19 regula-
tory minimums of 14 percent.”

He continued: “Our risk weighted assets fell by nearly
4 percent mainly due to the reduction in gross customer
loans driven by the corporate book and the sale of
approximately KD 106.8 million of our treasury shares
since March 2020 which has contributed favorably to
both capital ratios. On the bottom right, our leverage ratio
as of 31 March 2021 reached 9.4 percent, which was high-
er than the 8.6 percent ratio for the same period last year,
and well above the 3 percent regulatory minimum.”

Regarding the Bank’s key liquidity ratios, average daily
Liquidity Coverage Ratio reached 278 percent as of
March 31, 2021, and Net Stable Funding Ratio also
reached 110 percent for the same period. It is also worth
noting that both ratios are still well above their respective
new minimums of 80 percent and pre-Covid-19 mini-
mums of 100 percent.

Commenting on the Bank’s credit ratings, Challinor
said: “Gulf Bank maintained its ‘A’ ratings from the four
major credit rating agencies. However, three of the out-
looks have changed in comparison to the last 12 months,
primarily due to sovereign ratings and outlook down-
grades rather than bank-specific creditworthiness.”

NBK assigns Surra
branch to provide 
int’l banking services
KUWAIT: As part of its efforts to offer cus-
tomers utmost convenience and allow them
make their international banking transactions
from Kuwait quickly and easily, National Bank
of Kuwait (NBK) announced assigning its
Surra Branch as a new location to provide
international banking services, in addition to
Ras Al-Salmiya Branch. The new location will
allow NBK Customers to avail a comprehen-
sive range of innovative cross-border banking
products and services provided by the bank’s
international banking branches.

Through international branches locations,
NBK Customers will have access to the real
estate services provided by the bank in
London and France, including real estate and
loans up to 65 percent of the property value.
They will also have access to the various real
estate services provided by NBK in UAE at
competitive prices and flexible terms, including
loans up to 60 percent of the value of the
property.

All NBK Customers can enjoy top-notch
banking services in Egypt, including opening
an account with NBK - Egypt from Kuwait, in
addition to access to many products, including
certificates of deposit and money transfers.
The NBK international branches offices that
are located at key regional and global capitals
provide customers with a wide range of serv-
ices. Moreover, the bank has dedicated
employees to cater to customers’ needs in the
best way, including real estate financing serv-
ices from Kuwait.

NBK employs its international branch net-
work, covering key business capitals to pro-
vide high-quality products and services that
help its customers manage their lives and busi-
nesses with utmost convenience and efficacy.
In addition, NBK keeps its commitment to be
always closer to its customers wherever they
are. It also offers them a wide range of banking
services, investment and financing solutions
that give them access to key regional and
global markets from Kuwait.

It is worth mentioning that NBK stands out
in terms of its local and international network
with over 150 branches spanning 4 continents
and 15 countries worldwide. This includes
branches, associates and subsidiaries in China,
Geneva, London, Paris , New York, and
Singapore alongside its regional presence in
Lebanon, Jordan, Egypt, Bahrain, Saudi Arabia,
Iraq, Turkey, and the UAE.

Tony Daher: Gulf Bank on the right 
path to becoming Bank of the Future

Mezzan introduces 
ready-to-eat chicken 
breast by Khazan 
KUWAIT: Mezzan Holding KSC, one of the largest manufactur-
ers and distributors of food, beverage, FMCG, and healthcare
products in the Gulf, announced the launch of its latest gourmet
product line by Khazan across three key Gulf markets - Kuwait,
Saudi Arabia, and the UAE. The new product line features a
gourmet, ready-to-eat, marinated and sliced chicken breast that
is free of allergens, phosphates, MSG, and nitrites.

The ready-to-eat halal product is available in five savory fla-
vors: Barbecue, Green Mabooch, Tawook, Tikka, and Flame
Grilled. The product range is now available at supermarkets, and
other food retailers in Kuwait. The product will be available soon
in the UAE and Saudi Arabia.

Khazan’s fully-cooked chicken product represents a new
chilled food segment in the Gulf market. Mezzan conceptualized
the product after tracking consumer trends, interests, and
behaviours in the last year which showed an increase in con-
sumer demand for marinated poultry products and consumers
wanting to make healthier choices. This resulted in the develop-
ment of the new product category that provides consumers with
a clean protein source free of allergens, phosphates, MSG, and
nitrites that don’t require thawing and can easily be consumed
and refrigerated for up to three months.

Mezzan Commercial Director for Food & Beverages,
Lindsay Wakefield said: “At Mezzan, we constantly pay atten-
tion to consumer interests and trends that align with our prod-
uct portfolio. After reviewing numerous studies about the suc-
cess of the chilled food segment during the pandemic, particu-
larly poultry products, and the increasing trend among con-
sumers seeking premium products that are accessible and
good for your health, we wanted to introduce a product line
that would suit the current and changing needs of the market.
We are happy to announce the launch of Khazan’s first gour-
met, ready-to-eat, marinated, chilled chicken product line. With
no thawing required, the product is the perfect solution for
busy households who want a healthy alternative that is time-
saving, practical, and safe.”

Mezzan Holding is a vertically integrated business with com-
mercial operations in manufacturing, distribution, retail, whole-
sale, and contract services. The company’s manufacturing divi-
sion produces chips and snacks, meats, bottled water, and
canned foods through production facilities in Kuwait, Qatar, and
the UAE. Its subsidiaries currently manufacture and distribute
over 34,000 SKUs for leading global brands in the Gulf region.

Founded in 1961, Khazan is produced by Conserved
Foodstuff Distributing Company, which is recognized as one of
the largest producers and distributors of premium, halal meat,
and poultry products in the Middle East. The brand maintains a
state-of-the-art processing facility that sets high standards for
Islamic dietary requirements, hygiene, and quality assurance
processes with operational facilities in Kuwait and the UAE.

Ransomware recovery 
cost reaches nearly $2m, 
more than doubling 
KUWAIT: Sophos, a global leader in next-generation cyber-
security, yesterday announced the findings of its global sur-
vey, “The State of Ransomware 2021”, which reveals that the
average total cost of recovery from a ransomware attack has
more than doubled in a year, increasing from $761,106 in
2020 to $1.85 million in 2021. The average ransom paid is
$170,404. The global findings also show that only 8 percent
of organizations managed to get back all of their data after
paying a ransom, with 29 percent getting back no more than
half of their data. 

The survey polled 5,400 IT decision makers in mid-sized
organizations in 30 countries across Europe, the Americas,
Asia-Pacific and Central Asia, the Middle East, and Africa.
While the number of organizations that experienced a ran-
somware attack fell from 51 percent of respondents surveyed
in 2020 to 37 percent in 2021, fewer organizations suffered
data encryption as the result of a significant attack (54 per-
cent in 2021 compared to 73 percent in 2020), the new survey
results reveal worrying upward trends, particularly in terms of
the impact of a ransomware attack.

“The apparent decline in the number of organizations
being hit by ransomware is good news, but it is tempered by
the fact that this is likely to reflect, at least in part, changes in
attacker behaviors,” said Chester Wisniewski, principal
research scientist, Sophos. “We’ve seen attackers move from
larger scale, generic, automated attacks to more targeted
attacks that include human hands-on-keyboard hacking.
While the overall number of attacks is lower as a result, our
experience shows that the potential for damage from these
more advanced and complex targeted attacks is much high-
er. Such attacks are also harder to recover from, and we see
this reflected in the survey in the doubling of overall remedi-
ation costs.”

The main findings of the State of 
Ransomware 2021 global survey include:

l The average cost of remediating a ransomware attack
more than doubled in the last 12 months. Remediation costs,
including business downtime, lost orders, operational costs,
and more, grew from an average of $761,106 in 2020 to $1.85
million in 2021. This means that the average cost of recovering
from a ransomware attack is now 10 times the size of the ran-
som payment, on average. 

l The average ransom paid was $170,404. While $3.2 mil-
lion was the highest payment out of those surveyed, the most
common payment was $10,000. Ten organizations paid ran-
soms of $1 million or more.

l Globally, the number of organizations that paid the ran-
som increased from 26 percent in 2020 to 32 percent in 2021,
although fewer than one in 10 (8 percent) managed to get
back all of their data. In the Middle East, 28 percent of the
organizations  hit by ransomware paid a ransom.

“The findings confirm the brutal truth that when it comes
to ransomware, it doesn’t pay to pay. Despite more organiza-
tions opting to pay a ransom, only a tiny minority of those
who paid got back all their data,” said Wisniewski. “This could
be in part because using decryption keys to recover informa-
tion can be complicated. What’s more, there’s no guarantee of
success. For instance, as we saw recently with DearCry and
Black Kingdom ransomware, attacks launched with low quali-
ty or hastily compiled code and techniques can make data

recovery difficult, if not impossible.”
l More than half (54 percent) of respondents believe

cyberattacks are now too advanced for their IT team to han-
dle on their own.

l Extortion without encryption is on the rise. A small, but
important 7 percent said that their data was not encrypted,
but they were held to ransom anyway, possibly because the
attackers had managed to steal their information. In 2020, this
figure was 3 percent.

“Recovering from a ransomware attack can take years and
is about so much more than just decrypting and restoring
data,” said Wisniewski. “Whole systems need to be rebuilt
from the ground up and then there is the operational down-
time and customer impact to consider, and much more.
Further, the definition of what constitutes a ‘ransomware’
attack is evolving. For a small, but significant minority of
respondents, the attacks involved payment demands without
data encryption. 

“This could be because they had anti-ransomware tech-
nologies in place to block the encryption stage or because the
attackers simply chose not to encrypt the data. It is likely that
the attackers were demanding payment in return for not leak-
ing stolen information online. A recent example of this
approach involved the Clop ransomware gang and a known
financially-motivated threat actor hitting around a dozen
alleged victims with extortion-only attacks. 

“In short, it is more important than ever to protect against
adversaries at the door, before they get a chance to take hold
and unfold their increasingly multi-faceted attacks.
Fortunately, if organizations are attacked, they don’t have to
face this challenge alone. Support is available 24/7 in the form
of external security operations centers, human-led threat
hunting and incident response services.” 

Sophos recommends the following six best practices to
help defend against ransomware and related cyberattacks:

1. Assume you will be hit. Ransomware remains highly
prevalent. No sector, country or organization size is immune
from the risk. It’s better to be prepared, but not hit, rather than
the other way round.

2. Make backups and keep a copy offline. Backups are the
main method organizations surveyed used to recover their
data after an attack. Opt for the industry standard approach
of 3:2:1 (three sets of backups, using two different media, one
of which is kept offline).

3. Deploy layered protection. As more ransomware attacks
also involve extortion, it is more important than ever to keep
adversaries out in the first place. Use layered protection to
block attackers at as many points as possible across an estate.

4. Combine human experts and anti-ransomware technol-
ogy. The key to stopping ransomware is defense in depth that
combines dedicated anti-ransomware technology and
human-led threat hunting. Technology provides the scale and
automation an organization needs, while human experts are
best able to detect the tell-tale tactics, techniques and proce-
dures that indicate an attacker is attempting to get into the
environment. If you don’t have the skills in house, look at
enlisting the support of a specialist cybersecurity company -
Security Operation Centers (SOCs) are now realistic options
for organizations of all sizes. 

5. Don’t pay the ransom. Easy to say, but far less easy to
do when an organization has ground to a halt due to a ran-
somware attack. Independent of any ethical considerations,
paying the ransom is an ineffective way to get data back. If
you do decide to pay, bear in mind that the adversaries will
restore, on average, only two-thirds of your files.

6. Have a malware recovery plan. The best way to stop a
cyberattack from turning into a full breach is to prepare in
advance. Organizations that fall victim to an attack often real-
ize they could have avoided significant financial loss and dis-
ruption, if they had an incident response plan in place.

Tony Daher Dalal Al-Dousari


