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Date: 12 September 2022
Ret: N |G- 552

M/s Boursa Kuwait

Dear Sirs,

Subject: Disclosure on Credit Rating

With reference to the above, subject and the requirements of the Fourth Chapter
(Disclosure of Material Information) from module Ten (Disclosure &
Transparency) of the executive bylaws no.7 of 2010 as amended.

We would like to announce that Credit Rating Agency “Capital Intelligence Rating
Ltd — (CI Ratings)” on 12 September 2022 announced that it has affirmed the issue
rating of “BBB-" to the National Industries Group Holding’s (NIGH) Kuwaiti
Dinar 30 million Senior Unsecured Bond with a “Stable” outlook.

Please find enclosed disclosure form of Credit Rating.

Regards,
/ RPN | p —
e e
Ahmed Hassan = Group N
Chief Executive Officer o T8 )
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Credit Rating Disclosure Form

Date

12 September 2022

Company Name

National Industries Group Holding K.P.S.C ("Company")

Issuer Capital Intelligence Ratings Ltd. ("CI Ratings")
> Affirmed Issue rating of "BBB-" with a "Stable" outlook
g:?‘:}g?;hng sodiCratte assigned to the Kuwaiti Dinar 30 million senior unsecured bond

issued by the Company.

Rating implications

Bonds and financial obligations that are rated "BBB-" are
regarded as medium-grade. These securities are of good credit
quality. The rating reflects the Company's ability to pay both
interest payments and principal.

Main factors supporting the rating are Company's strong
earnings performance, together with a successful April 2022
rights issue through which an amount of KWD 105 million was
collected. Together, these have significantly raised Company's
equity base and lowered overall net borrowings, reducing both
net debt-related metrics and leverage.

The rating is supported by the sound operating profitability at
most subsidiary and associated companies, by good effective
liquidity (given the high proportion of quoted securities in the
investment portfolio), supportive lenders and good debt service
record.

Rating effect on company

There is no impact of this rating on the Company's financial
position.

Outlook

The outlook is “Stable”.

Press release or executive
summary

Attached
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Note:This is a translation of the original announcement issued in English, provided for ease of reference only.
Please refer to the official announcement for any clarifications.
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Primary Analyst: Rory Keelan, Senior Credit Analyst; E-mail: Rory.keelan@ciratings.com
Secondary Analyst: Darren Stubing, Senior Credit Analyst; E-mail:
Darren.stubing@ciratings.com

Committee Chairman: Morris Helal, Senior Credit Analyst
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Ref: KW02422CRA04-06 12 September 2022

National Industries Group Holding’s KWD30mn Senior Unsecured
Bond Rating and Stable Outlook Affirmed

Capital Intelligence Ratings (CI Ratings or Cl) today announced that it has affirmed the issue rating of
‘BBB-' assigned to National Industries Group Holding's (NIGH) KWD30mn senior unsecured bond. The
Outlook on the rating remains Stable.

The main factors supporting the rating are the strong earnings performance in 2021 and Q1 22 (parent-
only H1 22 financials are not yet available), together with the successful April 2022 rights issue. This
raised KWD105mn in fresh capital. Together, these significantly raised the equity base and lowered
overall net borrowings, reducing both leverage and debt-related metrics — although both nonetheless
remain at levels that are higher than desirable. The rating is also supported by the sound operating
profitability at most subsidiary and associated companies, by good effective liquidity (given the high
proportion of quoted securities in the investment portfolio), and supportive lenders. Also supporting the
rating are a good debt service record, a largely unencumbered asset base, and the diversity and quality of
the investments held. Debt service capability is underpinned by the strong base of readily saleable liquid
investments and will be supplemented by the proceeds of the KWD40mn new bond issue that was
closed on 8 September 2022.

Despite the improvements in capital and certain debt-related financial metrics at the parent-only level
following internal capital generation in H1 22 and the rights issue, the main constraining factors remain
the still fairly high level of overall debt, the sizeable short-term component, and the resulting elevated
leverage and debt-to-equity levels — although both ratios would be somewhat lower on a net debt basis.
Further lowering of the leverage and debt-to-equity ratios will require further debt reduction — and
hopefully this will be achieved in 2023, through completion of asset sales in the form of long-planned
key disposals. Some of these had been expected to take place this year but schedules have again been
pushed back (and the sale of the remaining stake in K-Electric has been deferred for the present). As
and when debt begins to significantly decline, the accompanying reduction in finance costs should
boost internal capital generation and over time further improve the net debt basis leverage and debt-to-
equity ratios — although a rising interest rate environment may slow the process somewhat.

At the consolidated level, the Group reported a good earnings performance in 2021 and a similarly
positive one in H1 22, with net profits of KWD78.6mn and KWD31.2mn, respectively (although a small
net loss was posted for Q2). Performance on a TCI basis in H1 22 was however less impressive at
KWD24mn, reflecting a negative OCIl of KWD11.1mn. At the parent-only level, a net profit of
KWD48.8mn in 2021 made up for much of the net loss of KWD53.8mn in 2020 this improvement was
largely the result of unrealised gains on investments reversing the bulk of the unrealised losses on
investments of the previous year. However, the gap in TCI terms had been much larger, with end-2021
equity lower than at end-2019. Q1 22 saw very strong performances at both the net profit and TCI
levels — restoring total equity to the end-2019 level. However, subsequent market developments on
Boursa Kuwait make it very possible that some of the Q1 22 unrealised gains have been given back in
Q2.

NIGH is a well-established, broad-based industrial conglomerate with a wide spread of businesses. It
also remains one of the largest listed investment holding companies on the Boursa Kuwait. The
Company's assets largely comprise investments in subsidiaries and associated companies together
with a substantial portfolio of securities. The latter remain diversified by economic sector, although there
are some sizeable concentrations by individual holding.

Rating Outlook

The Stable Outlook indicates that the issue rating is unlikely to change during the next 12 months.

Capital Intelligence Ratings Ltd. P.O. Box 53585, Limassol 3303, Cyprus. Tel: +357 2526 0000
Email: marketing@ciratings.com Web: www.ciratings.com
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Rating Dynamics: Upside Scenario

The most likely upside scenario would be a revision of the Outlook on the issue rating to Positive.
However, this would require further substantial improvements in debt-related metrics — something that
would in retumn require successful completion of the planned asset disposals and consequent
substantial reduction in the overall level of borrowings. It remains uncertain whether this is likely to be
fully achieved within the next 12 months.

Rating Dynamics: Downside Scenario

The most likely downside scenario would be for the Outlook to revert to Negative. For this to happen we
would need to see leverage and debt-equity metrics again deteriorate significantly, and for this
deterioration to be seen as being likely to persist. The high levels of investment securities held
produces considerable volatility in P/L, OCI and TCI. To date, this volatility has meant volatile debt-
equity ratios but normally the resulting adverse (or positive) trends tend to correct in the succeeding
year.

Credit Ratings

Issue Rating Outlook

BBB- Stable

Contact

Primary Analyst: Rory Keelan, Senior Credit Analyst; E-mail: rory.keelan@ciratings.com
Secondary Analyst: Darren Stubing, Senior Credit Analyst: E-mail: darren.stubing@ciratings.com
Committee Chairman: Morris Helal, Senior Credit Analyst

About the Ratings
The credit ratings have been issued by Capital Intelligence Ratings Ltd, P.O. Box 53585, Limassol 3303, Cyprus.

The information sources used to prepare the credit ratings are as follows: public information and information
provided by the rated entity. Financial data and metrics have been derived by CI from the rated entity's financial
statements for FY2018-21 and Q1 2022. CI may also have relied upon non-public financial information provided by
the rated entity and may also have used financial information from credible, independent third-party data providers.
Cl considers the quality of information available on the rated entity to be satisfactory for the purposes of assigning
and maintaining credit ratings. Cl does not audit or independently verify information received during the rating
process.

The principal methodologies used to determine the ratings are the Corporate Rating Methodology,
(http:/Awww ciratings.com/page/rating-methodologies/corporate-ratings) and the Bond Rating Methodology (see
http://www.ciratings.com/page/rating-methodologies/bond-ratings). Information on rating scales and definitions, the
time horizon of rating outlooks, and the definition of default can be found at www.ciratings.com/page/our-policies-
procedures. Historical performance data, including default rates, are available from a central repository established
by ESMA (CEREP) at http://cerep.esma.europa.eu

This rating action follows an annual review of the issue. Ratings on the issue were first released in October 2019.
The ratings were last updated in May 2022. The rating and rating outlook were disclosed to the rated entity prior to
publication and were not amended following that disclosure. The ratings have been assigned or maintained at the
request of the rated entity or a related third party.

Conditions of Use and General Limitations

The information contained in this publication including opinions, views, data, material and ratings may not be
copied, distributed, altered or otherwise reproduced, in whole or in part, in any form or manner by any person
except with the prior written consent of Capital Intelligence Ratings Ltd (hereinafter “CI"). All information contained
herein has been obtained from sources believed to be accurate and reliable. However, because of the possibility of
human or mechanical error or other factors by third parties. Cl or others, the information is provided “as is” and ClI
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and any third-party providers make no representations, guarantees or warranties whether express or implied
regarding the accuracy or completeness of this information.

Without prejudice to the generality of the foregoing, CI and any third-party providers accept no responsibility or
liability for any losses, errors or omissions, however caused, or for the results obtained from the use of this
information. Cl and any third-party providers do not accept any responsibility or liability for any damages, costs,
expenses, legal fees or losses or any indirect or consequential loss or damage including, without limitation, loss of
business and loss of profits, as a direct or indirect consequence of or in connection with or resulting from any use of
this information.

Credit ratings and credit-related analysis issued by Cl are current opinions as of the date of publication and not
statements of fact. CI's credit ratings provide a relative ranking of credit risk. They do not indicate a specific
probability of default over any given time period. The ratings do not address the risk of loss due to risks other than
credit risk, including, but not limited to, market risk and liquidity risk. CI's ratings are not a recommendation to
purchase, sell, or hold any security and do not comment as to market price or suitability of any security for a
particular investor.

The information contained in this publication does not constitute investment or financial advice. As the ratings and
analysis are opinions of Cl they should be relied upon to a limited degree and users of this information should
conduct their own risk assessment and due diligence before making any investment or other business decisions.

Copyright © Capital Intelligence Ratings Ltd 2022



