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Research Update:
Kuwait-Based Arab Investment and Export

Credit Guarantee Corp. Ratings Raised To
'AA'; Outlook Remains Stable

Overview
e W believe that Arab I nvestnent and Export Credit Guarantee Corp
(Dhaman) has inproved its liquidity and quality of capital. It continues

to denonstrate very strong capitalization relative to its underwiting
commitnments by reference to its peer trade credit insurers in the private
sector and multilateral lending institutions.
« As aresult, we are raising the ratings on the conpany to 'AA from'AA-".
 The outl ook remains stable, reflecting our opinion that capitalization
and liquidity will be key rating supports, and that the nultilatera
gover nnent ownershi p conti nues.

Rating Action

On March 25, 2010, Standard & Poor's Ratings Services raised to 'AA" from
"AA-' its counterparty credit and insurer financial strength ratings on
Kuwai t - domicil ed The Arab Investment and Export Credit Guarantee Corp
(Dhanman). The outl ook remai ns stable.

Rationale

The upgrade reflects the conpany's inproved liquidity follow ng recovery of

| ong- out st andi ng debts during 2009. This action has also inproved the quality
of capital, and Dhaman retains very strong capitalization. Its bal ance sheet

characteristics fully support the conpany's busi ness as an export credit and
i nvestmment risk insurer.

In our opinion, these strengths are acconpani ed by the benefits of its
multilateral status, reflecting its ownership by governnents of the Arab
region and its overtly political/econom c devel opnent role for this region. It
al so benefits fromstrong financial flexibility afforded through its
menber shi p convention, particularly for recoveries for investrment risk |osses
fromrel evant governments. Earnings are satisfactory, insofar as the conpany,
whi ch works to a political/econom c devel opnent agenda, does not have target
profitability as a core performance netric.

At Dec. 31, 2009, Dhanan had readily liquid assets equivalent to 76% of gross
outstanding commitnents at that date (2008: 68% . Its 2009 capital utilization
was 2.3x (2008: 3.3x) conpared with its nandated linmit of 7.5x. W view these
factors as very strong and key rating supports. W al so assess the investnent
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portfolio as strong, reflecting its diverse m x by both geography and

i ndustry. Dhaman benefits fromstrong financial flexibility, reflecting in
particul ar the proportion of the conpany owned by highly rated Gulf
Cooperation Council states (22%, but unlike many other nultilateral |ending
institutions there is no equivalent to "callable AAA capital™ that reinforces
capi tal strength.

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

i nsurer and export credit guarantee provider. Its nmenbership conprises al

Arab states and certain international Arab organizations, thenselves backed by
Arab governnents. Dhanan offers protection for trade and investnent flows
anong its Arab nation nenbers. Cainms deriving from nonconmercial (investnent)
risks are fully recoverable fromrespective nenber states, with Dhaman in

ef fect acting as funds flow nmanager, with no theoretical insured |oss risk,

but a potential credit/timng risk fromnon-, or delayed, recovery. Conmercia
ri sks and i nwards reinsurance | osses are for Dhaman's account and protected in
part by appropriate reinsurance.

Outlook

The stable outl ook reflects our expectation that Dhaman will continue to be
very strongly capitalized in a controlled environnent as insured comitnent
vol unmes increase, and as it nmeets its primary goal of servicing econonic
growm h across the Arab region. It will continue to benefit fully fromits
supranati onal sharehol der support. Although not a key factor in the rating,
the conpany will use its adequate profitability to support its expansion.
Liquidity will continue to be very strong, but will dimnish in absolute terns
as transaction volunes rise

Wil e negative rating action is unlikely, this would be pronpted by any
wavering of sharehol der support in terns of either capital raising, provision
of liquidity, or loss recoveries, resulting in nmaterial weakening of capita
adequacy or liquidity. Further positive rating action is unlikely in the
mediumtermand is constrained by the relative lack of diversity in the
exposures cover ed.

Related Criteria And Research

* Analysis O Insurer Capital Adequacy, Dec. 18, 2009
e Criteria for Multilateral Lending Institutions, Cct. 19, 2007

Ratings List

Upgr aded
To From

Arab I nvestnent and Export Credit Guarantee Corporation (The)
Counterparty Credit Rating AA/ St abl e/ - - AA-/ St abl e/ - -
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Financial Strength Rating AA/ St abl e/ - - AA-/ St abl e/ - -

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

Conplete ratings information is available to RatingsDirect on the d obal
Credit Portal subscribers at www. gl obal creditportal.comand RatingsDirect
subscri bers at www. ratingsdirect.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 Ofice (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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