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Research Update:
Kuwait-Based Arab Investment And Export

Credit Guarantee Corp. Outlook Revised To
Negative; 'AA' Ratings Affirmed

Overview

« W believe that The Arab Investnent and Export Credit Guarantee
Corporation (Dhaman) continues to denonstrate very strong capitalization
relative to its underwiting conmtnents.

 However, Dhanan is highly exposed to sonme Arab countries where the
current political uncertainties are significantly higher than in the past.

« W are therefore revising our outlook to negative fromstable and
affirmi ng our ' AA" ratings on the conpany.

e The negative outl ook reflects our view of Dhaman's exposure to current
political uncertainties and the potential risk this poses to the conpany
in ternms of underwriting | oss and recovery.

Rating Action

On April 11, 2011, Standard & Poor's Ratings Services revised its outl ook on
Kuwai t - based Arab Investnment and Export Credit Guarantee Corporation (Dhaman)
to negative fromstable. At the sane tinme, we affirmed our ''AA"' counterparty
credit and insurer financial strength ratings on the conpany.

Rationale

The outl ook revision reflects Dhaman's hi gh exposure, in ternms of insurance
transactions, to rising political upheavals in sone Arab states.

The ratings on Dhaman refl ect the conpany's very strong capitalization and
bal ance- sheet characteristics, which fully support the conpany's business as
an export credit and investment risk insurer. In our opinion, these strengths
are acconpani ed by the benefits of its organization as a nultilatera
institution, owned by governnents of the Arab region, and its overtly
political and econonic devel opment role for this region. Dhanan benefits from
strong financial flexibility afforded through its nenbership convention
particularly for recoveries for investment risk |osses fromrel evant
governments. In our view, earnings were satisfactory in 2010, insofar as the
conpany, which works to a political and econom c devel opnent agenda, does not
have target profitability as a core performance netric.

On Dec. 31, 2010, Dhanman's liquid assets anmounted to 66% of gross outstandi ng
conmitments at that date (2009: 68% . Its 2010 capital utilization was 3.77x

Standard & Poor’s | RatingsDirect on the Global Credit Portal | April 11,2011



Research Update: Kuwait-Based Arab Investment And Export Credit Guarantee Corp. Outlook Revised To
Negative; 'AA' Ratings Affirmed

(2009: 2.3x) conpared with its nandated limt of 7.5x. W view these factors
as very strong and key in supporting the ratings. W al so assess the

i nvestment portfolio as strong, reflecting its diverse mx by geography and

i ndustry. Dhaman benefits fromstrong financial flexibility, reflecting in
particul ar the proportion of the conpany owned by Gulf Cooperation Counci
states (22% . However, unlike nmany other nultilateral institutions there is no
equi valent to "callable AAA capital" that reinforces the conpany's capita

st rengt h.

Dhaman was created in 1974 as a supranational political (investnent) risk

i nsurer and export credit guarantee provider. Its menbership conprises al
Arab states and certain international Arab organi zations, thensel ves backed by
Arab governnments. Dhaman offers protection for Arab international trade and
investment flows into its Arab nation nmenbers. Under its convention, clains
deriving fromnonconmercial (investnent) risks are fully recoverable from
respecti ve menber states. Accordingly, Dhaman effectively acts as funds fl ow
manager, with no theoretical insured | oss risk, but a potential credit/timng
risk fromnon-, or delayed, recovery. Conmercial risks and inward reinsurance
| osses are for Dhanan's account and protected in part by appropriate

rei nsurance.

Outlook

The negative outl ook reflects our belief that the current continuing politica
upheaval s in sone nenber states to which Dhanman is heavily exposed in terns of
i nsured transactions, create increased risk of underwiting loss with

i ncreasingly uncertain recovery prospects. The ratings could be lowered if
this increased risk results in a significant adverse change in the

rel ati onshi p between capital and risk.

The ratings will remain at the current level if no significant adverse change
inthis relationship results fromthe current situation

We expect that Dhaman will continue to be very strongly capitalized in a
control l ed environnment as insured commtnent volunmes increase, and as it neets
its primary goal of servicing economic growh across the Arab region

Related Criteria And Research

 Analysis O Insurer Capital Adequacy, Dec. 18, 2009
e Criteria for Multilateral Lending Institutions, Cct. 19, 2007
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Ratings List
Ratings Affirned; CreditWtch/Qutlook Action

To From

Arab I nvestnent and Export Credit Guarantee Corporation (The)
Counterparty Credit Rating AA/ Negati ve/ - - AA/ St abl ef - -
Fi nancial Strength Rating AA/ Negati ve/ - - AA/ St abl e/ - -

Additional Contact:
Insurance Ratings Europe;Insurancelnteractive_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDirect on
the G obal Credit Portal at www gl obal creditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press O fice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow (7) 495-783-4011.
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