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Research Update:

Kuwait-Based Al-Ahleia Insurance 'A-' Ratings
Affirmed Following Acquisition Of Kuwait Re; Off
Watch Neg; Outlook Stable

Overview

e Following Kuwait-based Al-Ahleia Insurance Co. S.A.K.'s (Al-Ahleia)
acquisition of an additional 62% of Kuwait Reinsurance Co. K.S.C. (Kuwait
Re; not rated), Al-Ahleia's capital adequacy remains extremely strong as
per our risk-based capital model.

e We are affirming our ratings on Al-Ahleia and removing them from
CreditWatch negative.

e The stable outlook reflects our view that Al-Ahleia will maintain its
extremely strong capital adequacy through internal earnings generation
and the liquidation of some equity investments, easing capital
requirements.

Rating Action

,

On Dec. 14, 2015, Standard & Poor's Ratings Services affirmed its 'A-!
counterparty credit and insurer financial strength ratings on Kuwait-based
Al-Ahleia Insurance Co. S.A.K. (Al-Ahleia) and removed them from CreditWatch
with negative implications. The outlock is stable.

Rationale

Al-Ahleia now owns 92% of Kuwait Re, increasing its stake by about 62%, for
which it paid cash of Kuwaiti dinar (KWD) 18.4 million. Our insurance
risk-based capital model shows that Al-ARhleia's capital adequacy remains at
extremely strong levels. This comes despite an increase in underwriting risk
charges driven by Kuwait Re's larger operational base.

Subsequent to consolidating Kuwait Re, we expect the group's operating
performance to reflect a combined (loss and expense) ratio of about 85%--still
better than the Kuwaiti market average. We expect Al-Ahleia's stand-alone
operating performance to continue to reflect the five-year net combined ratio
of 56%, whereas Kuwalit Re's average is 101%.

This acquisition has constrained our assessment of the group's liquidity,
which we now view as strong. We view the liabilities of the combined operation
as prudently provided, but the costs of the transaction, as well as the
additional liabilities stemming from the reinsurance operations, reduce the
new group's combined liquidity surpluses.
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Research Update: Kuwait-Based Al-Ableia Insurance 'A-' Ratings Affirmed Following Acquisition Of Kuwait Re;

Off Watch Neg; Outlook Stable

The acquisition of Kuwait Re brings geographical diversification to
Al-Ahleia's portfolio and effectively doubles the premium base. Al-Ahleia
wrote KWD31.5 million of gross premiums in 2014, while Kuwait Re wrote KWD35.5
million. Kuwait Re mainly offers treaty reinsurance contracts through a stable
niche position in the Middle East, Africa, and Asia. Although this could
complement Al-Ahleia's domestic business of 73% non-life and 27% life, we
don't expect any material uplift in the group's business risk profile until we

see the successful integration of the two businesses.

Outlook

The stable outlook reflects our view that Al-Ahleia will maintain its
extremely strong capital adequacy through internal earnings generation and the
ligquidation of some egquity investments, easing capital requirements.

Downside scenario

We could lower the ratings on Al-Ahleia if the group fails to maintain capital
adequacy at extremely strong levels. This could happen if:
e Al-Ahleia fails to reduce capital adequacy charges deriving from its

equity investment holdings.

¢ Earnings are lower than we expect as a result of any adverse impact from

the acquisition of Kuwait Re.

Upside scenario

We are unlikely to raise the ratings on Al-Ahleia over the outlook horizon.

Ratings Score Snapshot
To
Financial Strength Rating A-/Stable
Anchor a-
Business Risk Profile Satisfactory
IICRA* Intermediate
Competitive Position Adequate
Financial Risk Profile Strong
Capital & Earnings Very Strong
Risk Position Moderate Risk
Financial Flexibility Adequate
Modifiers 0
ERM and Management 0
Enterprise Risk Management Adequate
Management & Governance Fair
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Research Update: Kuwait-Based Al-Ableia Insurance 'A-' Ratings Affirmed Following Acquisition Of Kuwait Re;
Off Watch Neg; Outlook Stable

Holistic Analysis 0 0
Liquidity Strong Exceptional
Support 0 0
Group Support 0 0
Government Support 0 0

*Insurance Industry and Country Risk Assessment.

Related Criteria And Research

Related Criteria

e Group Rating Methodology, Nov. 19, 2013

Insurers: Rating Methodology, May 7, 2013

Enterprise Risk Management, May 7, 2013

Management And Governance Credit Factors For Corporate Entities And

Insurers, Nov. 13, 2012

e Refined Methodology And Assumptions For Analyzing Insurer Capital
Adequacy Using The Risk-Based Insurance Capital Model, June 7, 2010

e Use Of CreditWatch And Outlooks, Sept. 14, 2009

Related Research
e Kuwaiti Property/Casualty Insurance Sector Carries An Intermediate
Industry And Country Risk Assessment, Oct. 22, 2014

Ratings List
Ratings Affirmed; CreditWatch/Outlook Action
To From
Al-ahleia Insurance Co. S.A.K.
Counterparty Credit Rating ' A-/Stable/-- A-/Watch Neg/--
Financial Strength Rating A-/Stable/-- A-/Watch Neg/--

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

Complete ratings information is available to subscribers of RatingsDirect at
www.globalcreditportal.com and at spcapitaliq.com. All ratings affected by
this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Altermatively, call one of the following Standard & Poor's numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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