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NBK Money Market Report 

KUWAIT: Isam Al-Sager, the CEO of National Bank of
Kuwait (NBK) Group, said: “Our profitability for 9M2021
was mainly driven by increased business volumes, growth
of operating income, as well as the decrease in cost of
risk.” On the sidelines of the analyst conference for the
results of 9M2021, Al-Sager added: “The improvement in
the operating environment reflected positively on the
bank’s quarterly results, as we posted a net profit of KD
94.1 million for Q3, increasing by 63.3 percent YoY.

Al-Sager mentioned that NBK reported a net profit of
KD 255 million for the nine-month period of 2021, grow-
ing by 51 percent year-on-year, as compared to the same
period of last year, adding that the bank is reaping the
fruits of its conservative strategy adopted since the
beginning of the pandemic.

Digitization agenda
Al-Sager stated that NBK Group’s strategy remains

focused on digitization and on diversifying our opera-
tions, through our geographic footprint and breadth of
services. Our drive towards digital excellence is ongoing
and on track; with constant investments on the front as
well as back end of our operations. 

Our digital agenda is group-wide and focuses on
improving customer experience and satisfaction,
increasing operational efficiencies and growing our
business through higher market penetration in key
geographies, he added.

Sustainability
Al-Sager highlighted that NBK’s alignment to ESG

principles remains core to the way of conducting its busi-
ness and how it operates and delivers on its social and
economic responsibilities. As a Group, we continue to
integrate ESG principles across the business strategies,
and we are beginning to identify and quantify risks and
opportunities vis-a-vis climate change and social trends,
he added.

Our environmental commitment is ongoing, with ini-
tiatives to further reduce energy use and water con-
sumption being rolled out, as well as looking after the
health and development of our staff, he affirmed. 

Mortgage law
NBK Group CEO stated that the mortgage law is

becoming a must. The existing housing finance mecha-
nism by Kuwait Credit Bank will delay the efforts to
resolve the growing residential housing demand, espe-
cially considering the young Kuwaiti population.  If a
mortgage law is passed, the banks will definitely benefit a
lot, as they will offer a new product that is expected to
have large demand in the Kuwaiti market similar to what

we have seen in other GCC
countries, he added.

Conservative performance
Commenting on the

dropping of NPLs in the
third quarter, Al-Sager
explained that it is a mix of
improvement in some expo-
sures as well as write offs.
Throughout the pandemic,
NBK took a very conserva-
tive approach to NPL
recognition especially con-

sidering the amount of uncertainty prevailing at that time.
Al-Sager mentioned that the bank built a provisioning

buffers over the past quarters in an effort to capture any
expected losses resulting from the impact of the pan-
demic on businesses, noting that as the operating envi-
ronment improves and some of these previously catego-
rized exposures remained performing and accordingly
were removed from the NPL portfolio.

Public debt law
Al-Sager stressed that despite the latest oil price

increases and its positive impact on the budget deficit;
we still see a dire necessity to approve the debt law. The
liquidity in General Reserve Fund is depleting; manoeu-
vring with asset swaps or drawdowns from Future
Generation Fund is economically unfeasible and unsus-
tainable. So we are hopeful that the national dialogue can
cool off the tensions between the government and parlia-
ment and lead to approving the debt law as there are
very limited solutions if it is not passed.

On his part, Sujit Ronghe, Acting Group CFO said
that the increase in the bank’s net profit by 51.1 percent
year on year reflects a solid recovery by the Group,
driven by continued growth in business volumes,
increased operating income and lower credit provisions
and impairment losses. 

“The cost of risk significantly improved compared to
2020, which makes us cautiously optimistic that the cost
of risk will continue to decline during the fourth quarter
of 2021,” Ronghe explained. The cost of risk has been
lowering year on year during the last few quarters and we
have seen improvement in the operating drivers in
Kuwait. Moreover, the credit quality of some of the expo-
sures has also improved, he added. On NIM outlook,
Ronghe mentioned that any uptick would depend on the
growth that comes in the next quarter or in the coming
few quarters. This is where we can see a slight improve-
ment in yields and NIMs overall. I would give a direction-
al indication that the NIMs are expected to be broadly
stable at the level of this quarter.

Strong loan growth
Ronghe noted that loan growth for the nine months

has been very strong and the bank does have a strong
pipeline into the next quarter and the next year as well.
On retail loan growth and the expectation of the trend
post the deferral program, Ronghe said that there were 2
loan deferral programs last year and in the current year,
wherein banks did not collect instalments for a period of
six months. Hence, current growth levels on the retail side
are not expected to continue into 2022, noting that it is
probable go back to loan growth levels it had witnessed
in the years preceding to COVID.

Ronghe emphasized that NBK has been investing in
digital technologies even through COVID-19 times, not-
ing that this is a medium-term goal for the Bank in the
journey of digitization, and it is expected that the bank
will be able to harness some of the benefits from our
investments on the cost front. 

NBK is reaping the fruits of its 
conservative strategy: Al-Sager

NBK Group CEO speaks on the sidelines of the analyst conference for 9M2021

KUWAIT: Shaikha Al-Bahar, NBK Group Deputy
CEO said the strong growth in the bank’s profitability
for 9M2021 is attributed to many factors, mainly the
growth of total loans and advances by 8.3 percent
YTD to reach KD 19 billion by end of September.

In an interview with Bloomberg TV, Al-Bahar indi-
cated that the growth in the loan portfolio during the
period reflects NBK’s focus on core banking activities,
and its well-diversified strategy. Loan growth was
from both Islamic and conventional banking with busi-
ness volumes increasing in Kuwaiti as well as from our
international operations. “Despite the low interest rate
environment, we managed to marginally improve net
interest margin during the 9-month period, in addition
to a strong growth in our fee and commission income
by 12.8 percent YoY,” she added.

Al-Bahar noted that the strong growth trends in
most business sectors reflect the significant improve-
ment in the operating environment, supported by the
high vaccination rates in Kuwait, the easing of restric-
tions and the return to normalcy.

Historically conservative
Commenting on the improving NPL ratio and low-

er provisions, Al-Bahar said: “At the peak of the pan-
demic in 2020, we opted for the most conservative
scenarios in line with our historically conservative
approach and risk management strategy, which was
reflected in the classification of some of our weaker
exposures as NPLs.”

“Today, with the noticeable improvement in the
operating environment and the gradual return to
normalcy, we have decreased provisioning, and some
loans were reclassified to regular, in addition to writ-
ing off some exposures during Q3, which was
reflected positively on the improved NPL ratio,” she
continued. Al-Bahar stated: “We maintained strong
asset quality metrics, as NPL ratio decreased from
1.72 percent by end of 2020 to 1.43 percent by end
of September 2021, and loan coverage ratio
increased from 220 percent by end of 2020 to 230
percent at the end of September 2021.”

New financing mechanism
Al-Bahar stressed the importance of passing the

mortgage law, as Kuwait is one of the few countries
that does not have a mortgage law. The existing subsi-
dized structure to finance housing by Kuwait Credit
Bank has worked historically but is becoming a bottle-
neck in today’s efforts to resolve the growing residen-
tial housing demand in Kuwait, she noted.

“With the growing size of the young population and
as the government continues to develop new housing
cities to clear the backlog of eligible applicants, a
proper financing mechanism should be in place,” she
explained. Al-Bahar affirmed that the banks will be a
major beneficiary of passing the law, which is on the
government’s agenda for the new legislative term,

expecting that there will be a large demand in the
Kuwaiti market for new banking products that the
banking sector will offer, once the law gets passed
similar to what we have seen in other GCC countries.

Optimistic outlook
On her expectations for the performance of the

Kuwaiti economy and its impacts on the banking sec-
tor, Al-Bahar said: “We are optimistic about the
growth of the Kuwaiti economy during the coming
period.”

IMF expects the Kuwait’s economy to expand with
a real GDP growth of 4.3 percent for 2022. So, this will
necessarily be reflected on all business sectors, Al-
Bahar noted. Al-Bahar expected that the last quarter
of the year will witness an improvement in the per-
formance of the banking sector, especially with regard
to individuals’ regular payment of loan installments
after the end of the second 6-month deferral program,
whose cost will be fully borne by the government.

International expansion
Regarding the expansion of NBK’s international

operations, especially in the Egyptian market, Al-Bahar
indicated that Egypt is our second home market and
we are doing great. “In Egypt, the focus is basically to
expand and promote our digital banking services
focusing on retail and SMEs, in line with the Central
Bank of Egypt’s directions towards digital transforma-
tion,” she mentioned.

We are growing our Global Wealth Management
business across the group and it brings private bank-
ing and NBK Capital under one leadership to better
serve our private banking customer needs. This propo-
sition will serve our customer in Egypt as well as other
location and will be one of the key growth drivers for
the group,” she concluded. 

NBK Group Deputy CEO Shaikha Al-Bahar during the interview with Bloomberg TV

• Our profits for 9M2021 reflect the growth in
business volume, increase in operating income,
as well as the decrease in the cost of risk

• We are making steady strides to enhance our
digital excellence by investing in digital plat-
forms

• The drop in NPLs is due to the improvement in
some exposures

• NBK’s digitization agenda focuses on improv-
ing customer experience, increasing opera-
tional efficiency, and growing business in its
international markets

• We strive to embed ESG initiatives into all our
business strategies

Al-Bahar: We are optimistic about 
Kuwait’s economic growth,  
driving banking sector performance

• Strong loan growth reflects our diversifica-
tion strategy and reliance on core banking
activities

• We managed to improve net interest margin
during 9M2021 despite the low interest rate
environment

• At the peak of the pandemic, we opted for
the most conservative scenarios in classify-
ing NPLs and building provisions 

• Proposed Mortgage law should be approved
to meet the increasing demand of Kuwaiti
young people for residential housing

• Egypt is a strategic market for us and we are
focusing on digital banking services for
retail and SME customers as key drivers of
the growth

Isam Al-Sager

Global inflation 
pressures continue 
KUWAIT: Inflation concerns continue to take
center-stage as the Fed and other major central
banks struggle to maintain a balanced approach.
Although most central banks continue to hold the
stance that inflationary pressures will be transito-
ry, the market seems to be pricing in a longer peri-
od of higher prices. Evidently, the 10-year US
treasury yield, traditionally a gauge of inflation
expectations, jumped another 12 basis points the
past week. Nevertheless, the Fed seems set to start
tapering its bond purchases program as soon as
November, and as mentioned expects higher
prices to be transitory despite the recent surge in
commodity prices amid supply chain bottlenecks
and the rising cost of energy. 

Market movement
The yield on the benchmark 10-year Treasury

note has risen by 6 basis points in the course of the
week to 1.63 percent after reaching a high of 1.70

percent, on fears that this year’s surge in inflation is
likely to last longer than initially expected. Despite
the increase in yields, the dollar dropped against
most of its major counterparts last week amid profit
taking and market consolidation. Furthermore, news
from China that Evergrande was able to make a last
minute payment to avoid default has lifted senti-
ments and pressured the dollar lower. The dollar
index, which tracks the performance of the green-
back against a basket of major developed economy
currencies was down 0.37 percent on the week and
closed at 93.61. The euro closed the week higher
against the dollar at 1.1645 after reaching a high of
1.1669. Similarly, the pound found strength against
the greenback as expectations that the Bank of
England would raise rates surged. Meanwhile ster-
ling’s upward momentum was capped by data
showing another decline in retail sales in
September, marking the fifth straight month they
have fallen. While earlier declines were seen as a
shift in spending away from goods toward services
as the economy reopened, the most recent data was
also affected by weakening consumer sentiment as
the government ended its labor market support
schemes and the shortage of truck drivers led to
widespread shortages of various products, notably

fuel. The pound managed to reach a high of 1.3834
and closed the week at 1.3756.

Economic indicators
US economic indicators for the week began with

the month-over-month industrial production wit-
nessing a drop of 1.3 percent versus an expected
gain of 0.3 percent. Such a drop in production
shows the heavy impact of high commodity prices
on producers, pushing the cost on the consumer,
which translates to higher inflation. Additionally, a
report published by the Federal Reserve Bank of
Philadelphia shows slowed manufacturing at 23.8
points, remaining well above the 0.0 mark indicat-
ing improved economic conditions. Furthermore, the
manufacturing purchasing manager’s index (PMI)
fell short of expectations at 59.2 versus the fore-
casted 60.5 points. The slowdown in manufacturing
is partly due to hurricane Ida disrupting production
and the rise of commodity prices. On the other
hand, the services PMI came in at 58.2 points,
exceeding the expected 55.3 points.

Kuwait
Kuwaiti dinar USD/KWD closed last week at

0.30155.

Al-Tijari announces 
winners of 
Al-Najma draws 
KUWAIT: Commercial Bank of Kuwait conducted the
weekly draws on Al-Najma Account and salary trans-
fer campaign yesterday. The draws were conducted in
the presence of Ministry of Commerce and Industry
representative Ahmed Al-Basman.

The results of the draws were as follows:
1) Al-Najma weekly account - the prize of KD

5,000 went to the winner Awadh Barakat Mutairi
2) Salary account campaign - the prize of up to KD

1,000 went to the winner Badreyah Abdullah Al-Harbi
The bank stated that the salary campaign is aimed

at customers who transfer their salaries of KD 500 or
more to the bank, especially Kuwaiti employees and
residents working in the government, oil sectors and
companies listed with the Bank as well as retirees, and
take advantage of the benefits of this campaign and
get an instant cash gift from KD 400 to KD 500 or an
interest-free loan for a period of up to 4 years and up
to KD 70,000, Kuwaiti pensioner, along with expatri-
ate customers who transfer their debt to the bank will
receive an instant cash gift of 2 percent from their
transferred debt up to KD 1,000. 


