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Overview

« W have revised our view of Warba | nsurance's enterprise risk nanagenent
(ERM to adequate because we now consider that adherence to internally
defined risk appetites, particularly those risk controls regardi ng
i nvest ment asset allocation, has inproved.

e Warba I nsurance continues to enjoy a satisfactory business risk profile
as the fourth largest insurer in Kuwait, while we assess its financial
risk profile as noderately strong, supported by extrenely strong capita
adequacy.

* W have raised our ratings on Warba Insurance to 'BBB+ from'BBB based
on the level of its business and financial risk profiles, conbined with
our revised assessnent of its ERM

» The stable outl ook indicates that we do not expect to take a rating
action on Warba | nsurance over the two-year outlook period to |ate 2018.

Rating Action

On Aug. 23, 2016, S&P dobal Ratings raised to 'BBB+ from'BBB its
counterparty credit and financial strength ratings on Kuwait-based \Warba
I nsurance Co. K S.C. P. (Warba). The outlook is stable.

Rationale

The chief factor behind the upgrade of Warba is our view that enterprise risk
management (ERM) across the conpany has inproved sufficiently to justify an
assessnment of adequate. In particular, we now consider that the conpany's
clearly defined internal investnent risk appetites, established through
executive conmittees, can no |longer be easily overridden when fornul ating

i nvestnment strategy. Now that our earlier concerns in respect of ERM have been
substantially allayed, we have renoved the negative one-notch nodifier that we
previously applied to the ratings. As a result, our ratings on Warba are now
at the level of the 'bbb+ anchor that we derived by conbining Warba's
satisfactory business risk profile with its noderately strong financial risk
profile.

W reassessed our view of Warba's ERM based on cl ear evidence denonstrating a
better articulated risk managenent framework. |In Decenber 2014, the Risk

Managenent & Devel opnent Departnent took responsibility for the definition and
nmoni toring of the conpany's risk appetite. The conpany al so created executive

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT AUGUST 23, 2016 2

1698218 | 302335760



Research Update: Ratings On Kuwait-Based Warba Insurance Raised To 'BBB+' On Improved Risk Management;
Outlook Stable

conmittees whose task is to define and periodically update the conpany's risk

l[imts. In our view, this is a fundanental change in Warba's ERM For exanpl e,
the new structures help prevent the board fromdirectly nmaking decisions that

could take the conpany outside its defined risk appetite, or that are contrary
to the various executive conmttees' recomrendations.

Qur rating conclusions are al so based on our view that Warba continues to

enj oy a sustai nabl e and adequate conpetitive position in the Kuwait insurance
sector, while at the same tinme displaying strong capital and earnings. Its

ri sk-based capital adequacy ratios are extrenely strong, according to our
nodel . As of year-end 2015, reported gross prem uns totaled Kuwaiti dinar
(KWD) 37.1 million; shareholder's funds were KWb45.3 nillion; and net incomne
reached KWD1.7 nmillion

Based on the npst recent interimaccounts, published at end-June 2016, we
consi der that Warba continues to operate satisfactorily. Its gross preniuns
are up 2% at KWD20.3 million year on year and it has retained 52% of prem uns
whil e ceding the remaining 48%to external reinsurers. The net conbined ratio
for the half-year inproved somewhat to 84% from 89% for the first half of
2015. (Lower conbined ratios indicate better profitability. A conbined ratio
of greater than 100% signifies an underwiting loss.) Overall net incone after
tax also slightly inproved to KWD2.3 million fromKW?2.1 mllion at the end of
the first half of 2015. After a paynent of sharehol der dividends, reported
shar ehol ders' funds as of end June 2016 stood at KWXM4.4 nmillion (US$148.5
mllion).

Outlook

The stable outlook indicates that we do not expect our ratings on Warba to
change during the two-year outlook period to |ate 2018.

Upside scenario

We do not expect to raise the ratings on Warba again within the two-year

outl ook period. In the longer term we could raise the ratings if, in our
view, its risk position had inproved to an internediate |evel fromthe present
noderate level, and if other analytical factors remmined at |east stable.

Downside scenario

We could lower the ratings on Warba if its current, somewhat el evated,
exposure to equity instrunents does not noderate within the coning 12-18
nmonths to |l evels consistent with the conpany's own stated risk appetites and
tol erances. The ratings could also be lowered if Warba experiences any
particularly significant increase in its business risk exposure, or if capita
adequacy according to our nodel falls below levels that we regard as very
strong.
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Ratings List

Upgr aded; CQutl ook Action

To From
War ba I nsurance Co. K S.C P.
Counterparty Credit Rating BBB+/ St abl e/ - - BBB/ Posi tive/ - -
Fi nanci al Strength Rating BBB+/ St abl e/ - - BBB/ Posi ti ve/ - -

Additional Contact:
Insurance Ratings Europe; Insurancelnteractive_ Europe@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further

i nfornation. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitalig.com All

ratings affected by this rating action can be found on the S& d obal Rati ngs'
public website at www. st andardandpoors.com Use the Ratings search box | ocated
inthe left colum. Alternatively, call one of the foll owi ng S& @ obal

Rati ngs nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-4009.
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