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Doha Insurance Cs,|
ratings have been
raised to ‘BBB+'

“Doha’ s
investment
portfolio
continues to
produce
acceptable
total
investment
returns...”

The awards are an
initiative of the ME
Business Forum an(
Afkar Consulting

INSURANCE RATINGS
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Mixed Insurance Rating Actions

Wide variety of rating actions experienced by Gulf region insurance companies

uring the second quater of 2009, the long-term counter-

party credit and insurer financial strength ratings on

Doha Insurance Co. Q.S.C. (Doha) wee raised to
‘BBB+' from ‘BBB'.

The outlook is stable.

The upgrade reflects Standad & Poor 's opinion that Doha’s
competitive position has improved. This is reflected in the com
pany becoming the clear thid-largest insuier in Qatar, based on
its commercial specialism and elationship management of clients.

“W e expect the company to maintain this position, although
not at the expense of pofitability ,” says credit analyst Neil
Gosrani. “Doha is also developing new initiatives such as a taka
ful branch operation and participation as the largest shaeholder
in a Yemeni insurance company

Although these initiatives introduce execution risk to Dohas
operations, we believe managemergtlow tolerance for underper
formance will resolve any ppblems.”

The ratings also benefit flom strong capitalization and
extremely stiong capital adequacy ratios. Although the companys
specialist industrial and aviation risk base necessitates higlein-
surance utilization, Standad & Poor 's expects this to fall to
around 70% by 2010 as Doha seeks to etain a greater proportion
of risk.

Qatar Insurance Co. affirmed

Also based in Doha, the Qatar Insurance Co. S.A.Q. (QIC) has
had its ‘A’ long-term counterparty credit and insurer financial
strength ratings afir med with stable outlook.

“The company, like its peers, has not been immune to the dete
rioration in global investment markets and the global and regional
macro-economic downturn,” says Mr Gosrani. “However , there
are several major rating factors which eflect the afir mation and
longer-term issues we believe will suppdrthe financial strength of
the company”

These include QICS vely strong capitalization, which remains
arelative strength for the ratings. However, Standaid & Poor 's
recognizes the negative impact ofecent global and local market
dislocation on capital adequacyresulting in unrealized investment
losses and changes in favalue reseres totaling about QAR 1.6
billion to Mar ch 31, 2009.

“While markets have since recoveed somewhat, we expect
capital adequacy to moderate in the medium tem as a result of
continuing business gowth,” says Mr Gosrani.

Furthermore, QIC has maintained its dominant domestic posi
tion with about a 50% shar e of the Qatari market. It is also seek
ing to exploit new oppor tunities such as medical, takaful, and life
business.

INTERNATIONAL TAKAFUL AWARI

Malath assigned new ratings

Meanwhile, Saudi Arabia-based Malath Cooperative Insurance &
Reinsurance Co. (Malath) has had ‘BBB’ long-tem counterparty
credit and insurer financial strength ratings assigned to it, with stable
outlook.

“The ratings on Malath r eflect strong current and prospective
risk-based capital ratios, and stong overall capitalization,” says
credit analyst David Anthony. “Malath also benefits fr om an expert
enced management team, &m strong, cash-orientated investment
strategies, and fom strong liquidity .”

However, set against these positive factors amarginal current
and nearterm eamings prospects given inevitably high starup and
operating costs, and limited investment income, as well as still-
increasing competition in the newly regulated and estructured insur-
ance sector in the Kingdom of Saudi Arabia (KSA).

Malath is a 2007 start-up insurer in KSA and is listed on the
Riyadh Tadawul stock exchange. It writes a composite, primay
book of general non-life, group health, and some goup life business
in its domestic market, focusing principally on commercial and
industrial risks, but also on retail motor.

Wethaq below investment grade

Finally, the counterparty credit and insurer financial strength ratings
on Kuwait-based Wethaq Takaful Insurance Co. K.S.C. (Wethaq)
have been loweed to ‘BB+' from ‘BBB-'.

The ratings remain on CreditWatch with negative implications,
where they wete placed on May 27, 2009.

“The downgrade reflects our increasing concens regaiding the
impact on Wethags financial strength of the situation at The
Investment Dar (TID; not rated), Wethaq's 67% shareholder” says
credit analyst Lotfi Elbar hdadi. “The negative CreditWatch status
means that we may futher lower the ratings, depending on the devel
opment of TID’s financial situation.”

The ratings were originally placed on CreditWatch negative on
May 27, 2009, following an announced default by TID on one of its
sukuk issues.

“Among the key features underlying our opinion on Wethag's
financial strength ratings, as a Bkaful (Islamic insurance) player in
Kuwait, was an implicit benefit of being part of a large Sharia-com
pliant shareholder” says Mr Elbar hdadi. “TID and its subsidiaries
are also among the key asset managers for &thag. We mostly fac
tored this benefit into our opinion on Wethags financial flexibility
and competitive position. n

Further information is available on RatingsDirect in research updates

for Doha Insurance Co., Qatar Insurance Co., Malath Cooperative
Insurance & Reinsurance Co., anethiéq akaful Insurance Co.

S&P Best Takaful Ratings Agency

Standard & Po’achieves award for second year running at the Internatiakafdl Avards

or the second consecutive yeaStandad &

Poor's has been voted “Best akaful Ratings

Company” at the Inter national Takaful Awards
2009.

The accolade, pesented during an awads ceemony at
The 3rd International Takaful Summit 2009 in London,
acknowledges Standad & Poor 's commitment to sup-
porting the development of the Islamic insurance industy.

“W e published our first Takaful rating in 1997 and we
remain the leading rating agency for Islamic insuers, with
eight ratings on Takaful and Retakaful fir ms across
Africa, the Middle East, and Asia — more than any other
global agency” says credit analyst Kevin Willis. “During
2008, we published updated guidance on our appoach to
rating Islamic insurers and assigned new ratings to several
GCC-based insuers.

“W e are thrilled to be recognized by the Islamic finance
community for our continuing suppor t of the Shariah-com-
pliant risk-management industry, which is driving incr eased
acceptance and understanding of the dkaful business
model,” says managing director Yann Le Pallec. “We con+
tinue to experience stong demand for new ratings from
both Islamic and traditional insur ers worldwide.”

“Having gr own fr om a niche product sewicing limited
demand, Islamic insurance hase@ached a critical mass in the
past five years and is now fimly established within the
global risk management markets,” adds Mr Willis.” The
potential for gr owth is immense, with many consumers
switching from conventional insurance or entering the
Takaful market for the first time.”

The International Takaful Awards 2009 are an initiative
of the Middle East Business Foum and Afkar Consulting. n
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Abu Dhabg TDIC ‘s
$3 billion MTNP rate
‘AA

“The ratings
onTDIC
itself have
also been
equalized
with those on
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ment of Abu
Dhabi.”
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GCC BOND ISSUES
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Gulf Bond Issuance Taking Off

Investment grade ratings assigned to five Gulf region debt issues

n ‘AA’ senior unsecued debt rating has been assigned to the
A upcoming $3 billion medium-ter m note program to be
issued by Cayman Islandsegisteed special-purpose vehicle
(SPV) TDIC Finance Ltd.

The notes will be issued on behalf of the Burism Development and
Investment Co. (TDIC), and the same rating will apply to all issues
under the program.

Indeed, an unconditional and irevocable guarantee povided by
TDIC inr espect of the notes satisfies Standd& Poor 's guarantee cr
teria, and the rating on the notes is theefore equalized with the long-
term rating on TDIC.

“The ratings on TDIC itself have also been equalized with those on
the govenment of Abu Dhabi,” says credit analyst Faouk Soussa.
“Although the Abu Dhabi gover nment has not formally guaranteed
TDIC's liabilities, the group has a high-profile policy r ole in diversify-
ing the Abu Dhabi economy through its real-estate and tourism devel
opment activities.”

Mubadala MTN Program rated

Furthermore, Standad & Poor ’s has assigned its ‘Alsenior unsecued
debt rating to the upcoming unlimited medium-term note program to
be issued on behalf of Mubadala Development Co. PJSC.

The notes will be issued by Netherlands-egisteled SPV MDC —
GMTN B.V . An unconditional and ir revocable guarantee povided by
Mubadala in r espect of the notes satisfies Standa& Poor 's guarantee
criteria and the rating on the notes is thus equalized with the long-tem
rating on Mubadala. The same rating will also apply to all issues under
the program.

“The ratings on Mubadala itself have also been equalized with
those on the govenment of Abu Dhabi,” says credit analyst Faiouk
Soussa. “Although the Abu Dhabi govenment has not formally guar-
anteed Mubadalas liabilities, the group has a high-piofile policy r ole in
diversifying the Abu Dhabi economy.”

Bahraini sukuk rated ‘A

Meanwhile, Standard & Poor 's has assigned “Aatings to the $750
million tr ust cettificates (sukuk al-ijara) issued by CBB Intenational
Sukuk Company (No. 2), a special-purpose entity (SPE).

The rating on the cettificates is equalized with the rating on the
Kingdom of Bahrain, as CBB Intemnational Sukuk Company (No. 2) is
solely owned by the Central Bank of Bahrain.

“The equalization of the rating on the certificates with the rating on
the Kingdom of Bahrain is based on our view that the Kingdom would
treat equally (i) its obligations under the transaction and the pefior m-

GLOBAL CORPORATE DEFAULTS

ance of the cetificates, and (i) the debt sevice of its conventional debt,”
says cedit analyst Christian Esters.

“Under the certificate purchase ageement, the Kingdom contractu
ally qualifies all of its payment obligations under the transaction docu
ments as diect, unconditional, unsubordinated, unsecued, and general
obligations of the govemment backed by the full faith and credit of the
Kingdom.”

State of Qatar bond issue rated
Furthermore, in Qatar, an ‘AA-' rating has been assigned to the $3 billion
global bond issue by the State.

The senior fixed rate notes have two tranches: a five-year $2 billion
bond maturing April 9, 2014, and a 10-year $1 billion bond maturing
April 9, 2019. The rating is in line with Qatar 's ‘AA-' long-term foreign
currency issuer cedit rating.

The proceeds of the bonds will contribute to the general financing of
the State of Qatars budget in 2009, including providing funding for enti -
ties that it owns or controls.

“The ratings on Qatar ar e supportted primarily by str ong fiscal and exter
nal balance-sheets, healthy economic pspects driven lagely by the gas
industry, and high per capita income,” says cedit analyst Véronique
Paillat-Chayrigués.

Nevertheless, the ratings emain constrained by the geopolitical risks
facing sovekigns in the Gulf region, and capacity and institutional con
straints which are higher than for other ‘AA’ rated sovereigns.

“Ar eduction in regional geopolitical risk would be important in rais-
ing the rating in the futur e,” says Ms. Paillat-Chayrigues.

Qtels note program rated

Finally, an ‘A-' rating has been assigned to Qtel Intemational Finance
Limited’s $1.5 billion global medium-term note program, which is guar-
anteed by paent company Qatar Telecom (Qtel) Q.S.C., the incumbent
fixed-line and mobile telecommunications operator in the State of Qatar

The outlook is stable.

The ratings on Qtel are suppotted by the group’s dominant market
position and strong cash flow generation in fixed-line and mobile teleph
ony in the Qatari telecoms market, despite upcoming competition in
2009 from Vodafone Qatar, a subsidiary of Vodafone Group PLC.

“W e expect incemental population growth in Qatar to drive demand
for telecoms sevices while competition is introduced,” says cedit ana-
lyst Michael O'Brien. n

Further information is available on RatingsDirect in research updates for

TDIC Finance, Mubadala Development Co., CBB International Sukuk
Company (No. 2), The State of Qatat Qtel International Finance

Global Corporate Default Tally At 160

Missing payments leads to very high corporate default rate

he 2009 yearto-date tally now stands at 160 issuers —
T more than four times the 38 defaults at this time in
2008.

The most recent defaulter was U.S.-based Aihity Gr oup
Holding Inc., bringing the total number of defaulters in the
U.S. to 115 entities in 2009.

By contrast, there are seven defaulters in Euspe in 2009, 29
defaulters in the emeging markets, and nine in the other devel
oped region (Australia, Canada, Japan, and New Zealand).

“Entities missing payment has been the most commonea
son for default,” says Diane Vazza, head of Standad & Poor’s
Global Fixed Income Reseach Group. “In 2009, 59 issuers
have defaulted due to missed payment, and 52 issuers in 2008.
Other reasons for default include bankuptcy filings, which
account for 42 of the 160 defaults in 2009, and 49 of the 126
defaults in 2008.

“The continued incr ease in corporate defaults poses risks to
private equity investors, since the obust buyout activity of
recent years significantly inceased private equity investors’
exposure to speculative-grade entities, many of which have

seen substantial cedit erosion.”

Indeed, more than half of the defaulters this year either had, or
continue to have, private equity involvement, which presents chal
lenges (and pehaps some oppotunities as well) to private equity
investors during restructuring and reorganization activities.

Of the global corporate defaulters so far this year43% of issues
with available recover ratings had recover ratings of ‘6’ (indicat -
ing our expectation for negligible recovely of 0%-10%); 16% of
issues had ecovel ratings of ‘5’ (modest recovery prospects of
10%-30%); 11% had r ecovep ratings of ‘4’ (average recovery
prospects of 30%-50%; and 11% had recover ratings of ‘3’
(meaningful recover prospects of 50%-70%).

And for the r emaining two rating categories, 12% of issues had
recovew ratings of ‘2’ (substantial recovery prospects of 70%-
90%); and 9% of issues had recover ratings of ‘1’ (very high
recovely prospects of 90%-100%). n

Further information is available on RatingsDirect in the research entitled:
“Global Corporate Defaulillly At 160 Issuers So Far In 2009, Articles
Says”

More research can be found on wwgec.standardandpoors.com
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SOVEREIGN RATING

prices for ‘AA-’ rating

Kuwait Sovereign
Rating Affirmed

Credit strengths balance decline in oll

he ‘AA-/A-1+" sover-
eign credit ratings on

the State of Kuwait has
been afirmed. The outlook is
stable.

“The ratings on the State of
Kuwait ar e suppotted by the sov
ereign’s rich resource endowment
which, combined with prudent
policies, has enabled Kuwait to
build very strong extemal and
fiscal balance sheet positions in
recent years,” says cedit analyst
Luc Mar chand. “In our view,
these stengths comfortably bal-
ance some sharterm risks
linked to the decline in oil prices,
oil pr oduction cuts and lower
non-oil real GDP growth, and
increased contingent liabilities
from the financial system.”

Net external assets — primarily
the accumulation of oil revenues
held extemally thr ough Kuwait's
sovereign wealth fund — are pro-
jected to reach 425% of current
account receipts (CARs) in 2009,
underscoring robust extemal bal-
ances. On the fiscal side, the gov
emment’s net asset position is
similarly r obust, projected at
about 250% of GDP by year-end
2009. These ratios ae among the
highest for sovekeigns rated by
Standard & Poor ’s, and firmly
place the ratings on Kuwait in
the ‘AA’ categoly.

“Despite the decline in oil
prices, the general govarment
budget in Kuwait should, in our
view, again record a surplus of
about 12.3% of GDP in fiscal
2009-2010, down from an est
mated 17.9% in 2008-2009
(including investment income),”
says Mr Marchand. “Mor eover
the govemment debt burden is
light, and paper is issued mainly
for monetary policy purposes.
With the impact of the cut due to
OPEC quotas and slowdown of
non-oil growth, overall GDP
growth is for ecast to tum to neg-
ative 1.0% in 2009, before
recovering at about 2.3% in
2010.”

Nevertheless, politics in
Kuwait r emain complex.
Following the dissolution of par-
liament by the Emir in Mar ch,
elections held in mid-May
yielded few surprises and the
political scene is likely to remain
unchanged in the medium tem,
with frictions between the con-
sewative parliamentary majority
and the govenment significantly
curtailing policy-making. n

Further information is available on

“...the general
govemment
budgetin
Kuwait
should, in our
view, again
record a sur
plus of about
12.3% of
GDP infiscal
2009-2010...”

RatingsDirect in the research update entitled:
“State of Kuwait ‘AA-/A-1+' Sovereign Credit

Ratings Affirmed; Outlook Stable”

SOVEREIGN RATING

Qatar Sovereign Ratings Affirmed

‘AA-' ratings supported by a prosperous economy

Second Quarter 2009
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Qatar should stand
among the fastest
growing economies in
2009

“W e forecast
that the general
govemment’s net
asset position
will stand at a
comfortable
40% of GDP at
yearend 2009.”

he State of Qatar has had
T its ‘AA-/A-1+ long- and
short-term foreign and

local currency soveeign credit rat-
ings affir med. The outlook is stable.

“The ratings on Qatar ar e sup
ported by the govenment's solid fis-
cal and extemnal balance sheets, a
prosperous economy with strong
growth pr ospects, and pudent
long-term policies,” says credit ana-
lyst Veronique Paillat-Chayrigues.
“Never theless, the ratings ae con
strained by still-nascent public instk
tutions, limited transpar ency with
respect to govenment assets, and
geopolitical risks that face all sover
eigns in the region.”

Qatar’s economy is weathering
the global downturn well, and
should stand among the fastest
growing economies in 2009. Real
GDP is expected to expand by 13%,
thanks to continuous investments in
the liquefied natural gas (LNG)
industry, which will raise pr oduc-
tion to 77.4 million tons per year by
2012 (from 31 million tons in 2008)
and boost export receipts. This
strong growth will have favorable
repercussions on Qatars fiscal and
extemal accounts, pioviding abun-

“That said, tensions have been seen
on the real estate and stock markets,
prompting the govemment and the
Central Bank to step in to shield the
banking sector from potential vulnera-
bilities arising from its exposure to
these markets,” says Ms Paillat-
Chayrigues. “ An estimated $11 billion
(13% of GDP) has been or is about to
be injected into the banking system by
the end of June, mainly thiough the
Qatar Investment Authority.”

Qatar has accumulated substantial
domestic and foreign assets over the
past decade; these assetsethe prod-
uct of Qatar’s high resource endow
ment, long-term investment planning,
and prudent fiscal policies.

“W e forecast that the general gov
emment’s net asset position will stand
at a comfortable 40% of GDP at year-
end 2009,” says Ms Paillat-
Chayrigues. “The pace of future asset
accumulation will depend on the eve
lution of hydr ocarbon production and
prices, as oil and gas@venues account
for 62% of GDP, 85% of government
revenues, and almost 90% of expor
receipts.”n

Further information is available on
RatingsDirect in the research update entitled:

“State of Qatar ‘AA-/A-1+" Ratings Affirmed On

dant revenues and expdireceipts as Resilience Amid Globalimoil; Outlook

early as the foutth quarter of 2009.

SOVEREIGN RATING

Stable”

Contingent Liabilities Weighing On
Kuwait’'s Credit Strengh

Sovereign rating pressured by weakened financial system

has implemented a
comprehensive financial
stability package

“...some... invest
ment companies
started to show
liquidity pr oblems
as lenders with
drew short-term
wholesale fund

ing.”

or several years prior to
2008, the State of Kuwait
underwent an economic

boom, underpinned by the court
try’s vast natural resources and
high oil and gas prices.

Kuwait' s fiscal revenues ose
dramatically and the govemment
accumulated significant assets,
mostly held offshore in the coun
try’s soveeign wealth fund.

On both the corporate and retail
sides, high oil and gas prices
spurred fast-paced gowth in the
real estate and constiction sectors,
while stock market-related lending
rose significantly as investors weg
attracted by increasingly higher
returns.

“Atthe same time, Kuwait saw
the rapid growth of local invest-
ment companies, which esotted
heavily to both local and extemal
borrowings to fuel their invest-
ments,” says cedit analyst Luc
Mar chand. “ However, as global
and domestic financial markets
tumbled throughout 2008, some of
these investment companies stéed
to show liquidity pr oblems as
lenders withdrew short-term
wholesale funding. In the past two
quarters, some local banks, having

extended cedit to these companies,

have begun to sufer weaker profitabil -
ity and asset quality as impaiments on
their investment portfolios and provi-
sions for lending have dramatically
increased.”

In December 2008, Kuwait's largest
investment company Global
Investment House, defaulted on a syn
dicated facility, ultimately triggering a
default on the majority of its debt due to
cross-default clauses, while a lage
Islamic firm, the Investment Dar Co.,
stated it needed up to $1 billion in loans
to refinance its debt and ecently
defaulted on a $100 million sukuk.

Clearly, fragilities had begun to
appear in the Kuwaiti financial system.
A key question from a soveeign credit
perspective was whether the gover
ment would intervene to shoe up the
system, and how much it would cost to
do so.

Nevertheless, in March 2009, the
Kuwaiti government implemented a
comprehensive financial stability pack
age (the “Financial Stability Law”, or
FSL), which Standad & Poor 's views as
a prudent policy response to the chal
lenges to Kuwaits financial systemn

Further information is available on
RatingsDirect in the research entitled:
“Contingent Liabilities In Kuwait: How Much
Do They \igh On The Sovereign Rating?”
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Farouk Soussa

“Ther educ
tion in global
liquidity has
in our view
reduced the
ability of
GCC entities
to raise
financing in
international
capital
markets...”
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GULF REGION SOVEREIGNS

GCC Government Assets Sitill
Affording Protection

Farouk Soussa, a credit analyst at Standard & faiscusses the resilient ratings performance
of Gulf region sovereigns, but warns that a fall in oil prices may present challenges to credit qual

tandard & Poor ’s Ratings Sevices has been rating sover
S eigns in the Gulf Cooperation Council (GCC) region for
the 13 years since we assigned Oman and Qatar ratings in
the ‘BBB’ categoly in early 1996. Since that time, our coverage of
GCC soverigns has inceased significantly with the State of Kuwait
being rated in 1997, followed by the Kingdom of Bahrain (2002)
and the Kingdom of Saudi Arabia (2003).

Although the United Arab Emirates (UAE) is yet to be rated by
Standaid & Poor s, in the past couple of years we have seen intest
ininter national credit ratings at the individual emirate level, with
the Emirate of Abu Dhabi being rated in mid-2007, and the Emirate
of Ras al Khaimah in early 2008.

The ratings performance of GCC soveeigns has been sting, pri-
marily r eflecting our view of their strengthening balance sheets and
sound macioeconomic and fiscal policy Indeed, since 1996, thee
have been 14 upgrades on GCC soveign ratings, an average of
three notches per cedit if we exclude Abu Dhabi and Ras al
Khaimah, which we started rating relatively recently We have
undertaken no downgrade of any GCC soveeign to date. The aver
age rating of GCC countries curently stands at ‘A+’, with four sov-
ereigns rated in the ‘AA categoly.

The outlook for all GCC sovereigns is curently stable, although
we believe significant challenges lie in wait in 2009. Thesealate
mainly to managing the impact of the downturn in the global econ
omy, and from the associated fall in cude oil prices, upon which
most GCC economies ae highly dependent.

The global credit crunch bites

The reduction in global liquidity has in our view r educed the ability
of GCC entities to raise financing in intemational capital markets,
particularly for GCC-based corporates and banks. Indeed, these
GCC entities had become inceasingly eliant on international
financing, with the amount of debt issued in intemational markets
increasing by a factor of aound nine since 2005, peaking at almost
$85 billion in September 2008. A similar pattern is evident with
respect to borowing by GCC entities from international banks,
which is on a greater order of magnitude than their debt issuance.
We expect the dip in both forms of financing seen in December
2008 to continue in 2009, as we believe global markets and risk
appetite will remain subdued elative to the past few years, notwith
standing recent successful global bond issues by the gowenents of
Abu Dhabi and Qatar.

Of all the countries in the GCC, we consider that the UAE, par
ticularly the Emirate of Dubai, has experienced the most sever
reversal in domestic liquidity conditions since mid-2008, pompting
the Central Bank of the UAE to take offsetting measues. Other
GCC countries have also taken measws to provide for liquidity in
their banking sectors and the economy mae widely. The deteriora:
tion in financing conditions has meant that a large amount of pri-
vate investment has been delayed due to lack of funding, putting
greater onus on soveeigns to help in financing or indeed to take a
more active iole in implementing investment programs, paticularly
ininfrastr ucture, in order to inject stimulus in the economy

Fall in global asset prices erodes net assets

While the credit crunch has hit the liabilities side of GCC countries’
balance sheets, we believe the fall in global asset valuations, includ
ing in domestic GCC capital and real estate markets, has had a sig
nificant and detrimental effect on the value of their assets,&sulting
in lower net asset positions and higher contingent liabilities for

GCC soverigns.

Soveeign wealth funds (SWFs) aarss the egion, but particularly
in Qatar, Abu Dhabi, and Kuwait, have seen significantly negative
returns on their sizeable foeign asset holdings over the past 18
months. While still very strong, we consider that the implied educ
tion in government net asset positions is nonetheless anasion of
one of the key credit strengths for these sovezigns.

However, a notable exception to this has been Saudi Arabia,
whose foreign assets have been in our view managedlatively con
sewatively by the Saudi Arabian Monetary Agency (SAMA). The
value of Saudi Arabias net foreign assets has risen to almost $440
billion by end-2008, fr om $300 billion the pr evious year

We believe the fall in global asset valuations has alsofaicted the
sub-soveeign sectors, paticularly banks and other financial institu -
tions, whose exposues to real estate and equity have caused them to
make significant write-downs on their investment portfolios in
recent months.

Dif ferent countries have taken diferent approaches to shoe up
the capital positions of their financial sectors. In Kuwait, a recently
passed financial stabilization plan puts in place goverment guaran
tees on banks’ ppvisioning for investment losses. Some meases in
the plan are also intended to ease funding gssues at ailing invest
ment companies, whose expos\@ to global asset markets and
reliance on shot-term wholesale financing have put significant pes
sures on this important pillar of the Kuwaiti financial system.

In Abu Dhabi, the government announced earlier this year an
injection of UAE dir hams (AED) 16 billion into its domestic-owned
banks, while in Qatar, a mix of equity injection and a govemment
buy-out of banks’ investment portfolios was carried out to shield the
banking sector from any possible fallout. We consider that the net
result of these developments is that the contingent liabilities of the
govemment with r espect to the banking sectors have risen apecia
bly.

Fall in oil prices will affect fiscal outturns

Related to the global economic downtun has been a two-thiids
decline in oil prices since their peak in mid-2008. Significantlyrated
GCC soverigns (excluding Ras al Khaimah, which has no oil
resouices) ae among six of the eight soveeigns worldwide that are
most dependent on oil evenues.

In addition to the oil price decline, GCC countries, with the
exception of Bahrain and Oman, ale members of the Oganisation
of Petroleum Exporting Countries (OPEC) and ate thus subject to
OPEC's agreed oil production quotas. OPEC began to educe these
quotas in the autumn of 2008, with the aim of tempering the fall in
oil prices. We therefore expect oil production to decline, with Saudi
Arabia, the world’ s largest oil producer, expected to cut oil produc-
tion most aggressively among the GCC countries, by as much as
20% in 2009.

We believe a combination of low oil prices and a decline in oil
production will have a significant impact on fiscal outtur ns acioss
the GCC. Mor eover we expect that the average GCC govemrment
balance will be barely positive in 2009, compared with surpluses in
the order of 23% of GDP in the pr evious three years. V& expect
Saudi Arabia to fare the worst, as a combination of increased expen
ditur e and reduced evenues will, in our view, result in a deficit of
around 7% of GDP. n

Further information is available on RatingsDirect in the research
entitled: “GCC Government Assets: Still Affording Protection
Against The Global Downturn”

More research can be found on wwyec.standardandpoors.com
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DUBAI PROPERTY

For Emaar
Properties

Outlook Improves

Ratings revised to developing on merger
with DHCOG real estate business

he ‘BBB+’ long-term
I credit ratings on Dubai-

based poperty devel

oper Emaar Poperties PJSC have

been revised to developing fom
negative.

“The rating action r eflects the
prospective benefits on Emads
credit profile from a merger with
the real estate businesses of
Dubai Holding Commer cial
Operations Group LLC,” says
credit analyst Alf Stenqvist. “The
developing implications also
reflect the downward pressue on
the ratings from the weak Dubai
real estate markets if the meger
is not completed.”

The current ratings on Emaar
reflect the gioup’s important role
and strong position in the Dubai

property development market as “The

one of three govenment-related developing
master developers, and its sting S
relationship with, and minority implications
ownership by, the govemment of also reflectthe
Dubai. The ratings also reflect downward

the group’s low debt leverage and

strong asset base. Howevethe pressue onthe
main constraining rating factors ratings from
include the inherent risks in the the weak
cyclical property development .

industry and the group’s large Dubair eal
exposure to the weakening of the estate markets

Dubai real estate market.

On June 26, 2009, it was
announced that Emaar intended
to merge with the three real
estate businesses of DHCOG;
Dubai Properties LLC, Sama
Duabi LLC, and Tatweer LLC.
Like Emaar, DHCOG is one of
the three large govenment-
related master developers in
Dubai. DHCOG is 97.4%
owned by Sheikh Mohammed
Bin Rashid Al Maktoum, the
ruler of Dubai. These ar key fac
tors for the existing ratings on
DHCOG.

Details of the merger are not
yet public, and it is estimated
that the process of consolidation
will take about four months to
complete.

“The combination of Emaar
and DHCOG's real estate busi
nesses would likely incease
Emaar's importance in the devel
opment of Dubai, as well as
increase the company indirect
govemment ownership,” says
Mr Stenqvist. n

Further information is available on

if the merger is
not
completed.”

RatingsDirect in the research update entitled:

“Emaar Properties PJSC Credi\dh

DUBAI GRE

Second Quarter 2009

Review Of Dubai-Based GRESs

S&Ps reappraisal of likelihood of extraordinary support from Government of Dubai
results in several downgrades for rated entities

Uncertainty over gev
ernmens willingness
to support Nakheel lg
to S&PS reappraisal

“The changes
to our criteria
are designed to
achieve a moe
granular analy-
sis of the range
of GREs across
sectors and
regions.”

UAE PROPERTY

tandard & Poor ’s has
S concluded its review of
several Dubai-based

govemment-related entities
(GRESs) that had been on
CreditWatch with negative impli-
cations since April 30, 2009.

DP World Ltd., Jebel Ali Free
Zone (FZE), and Dubai Multi
Commodities Centre Authority
have now been downgraded, and
the ratings on DIFC Investments
LLC and Thor Asset Purchase
(Cayman) Ltd. have been
affir med.

The rating actions reflect
Standaid & Poor 's reappraisal of
the likelihood of extraor dinary
financial support by the
Govemment of Dubai to its GREs
to ensure the timely repayment of
their financial obligations.

This reappraisal was the esult
of increased uncemrinty r egaiding
the govemment’s willingness to
provide such suppot to Nakheel
(unrated), a key GRE with sizable
repayments coming due at the end
of this year.

Indeed, Standad & Poor's
leamed that that a review of debt
strategy at Nakheel —a material
subsidiary of govemment-owned
Dubai World — may include the
possibility of a debt exchange.

Recent media eports indicated that
Nakheel was opening a dialogue with
existing holders of its $3.5 billion
sukuk coming due in December
2009, with a view to r estructuring the
debt.

Standaid & Poor 's accodingly
discussed theseaports with Dubai
World and was told that “all options”
in dealing with outstanding liabilities
are being consideed as pat of an
ongoing review including a restruc-
turing.

Meanwhile, the above rating
actions also reflect the revision of
Standard & Poor 's methodology and
assumptions for rating GREs, as dis
cussed in moe detail overleaf.

“The changes to our criteria are
designed to achieve a ma granular
analysis of the range of GREs a@ss
sectors and egions,” says cedit ana-
lyst Farouk Soussa. “We believe these
changes will provide more trans:
parency in our rating approach.

“The rating actions also reflect our
view of the stand-alone cedit profiles
of the entities, which in certain
instances, we consider to have deteri
orated.” n

Further information is available on

RatingsDirect in the research update entitled:

“Standard & Poos’Concludes Review On
Dubai-Based Government-Related Entity
Ratings”

Aldar Properties $1.25 Billion Bond
Issuance Rated

‘A-’ senior unsecured debt rating assigned to SPV notes

Implications Revise@d Developing From
Negative Following Merger Announcement”

Constraining factors
include huge funding
needs for project
development

“..so0me...
investment com
panies stated to
show liquidity
problems as
lenders with-
drew short-term
wholesale fund

ing.”

tandard & Poor 's has
S assigned its ‘A-' long-
term senior unsecued

debt rating to the senior unse
cured $1.25 billion notes
issuance by Jerseyegisteed spe
cial purpose vehicle Atlantic
Finance Ltd., which is uncondk
tionally and ir revocably guaran
teed by United Arab Emirates-
based pioperty developer Aldar
Properties PJSC.

“The rating on the notes is
equalized with the long tem rat-
ing on Aldar, reflecting our view
that the notes will rank pari
passuwith Aldar ’s other senior
unsecued debt, limited contrac
tually senior liabilities, and lim -
ited structurally subordinated
issues,” says cedit analyst Alf
Stengqvist. “Aldar’s future lending
is expected to continue to be on
an unsecued basis.”

The corporate credit ratings
on Aldar r eflect the gioup’s
strong market position in the
Abu Dhabi property develop-
ment market, large land bank,

close relationship with the govem-
ment in project planning, and grow-
ing investment property portfolio
(albeit currently small).

Nevertheless, constraining rating
factors include huge funding needs
for pr oject development, high debt
levels, softening in the Abu Dhabi
real estate market in the near tem,
construction risk, and the group’s
limited operating history.

“In addition, the ratings r eflect
our expectation of strong support
from the govemment of the emirate
of Abu Dhabi, r eflecting its involve-
ment in Aldar and the group’s
importance to the govenment'’s
strategy of diversifying the econ
omy,” says Mr Alf Stenquvist.

“Accor dingly, the long-term rating
includes a three-notch uplift from
the stand-alone assessment of
‘BBB-." n

Further information is available on
RatingsDirect in the research update entitled:

“Aldar Properties PJSC Proposed Benchmark

Bond Assigned ‘A-" Senior Unsecured Debt
Rating”

More research can be found on wwgec.standardandpoors.com
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UPDATED GRE RATING CRITERIA

Enhanced Criteria For Rating
GREs Published

Alexandra Dimitrijevic, Chief Criteria Offib@ernational Public Finance, discusses Standard &
Poors updated methodology for assessing potential for extraordinary government support

tandard & Poor ’s is refining its methodology for rating
S govemment-related entities (GRESs) following the publica
tion of “Request For Comment: Enhanced Methodology
For Rating Govemment-Related Entities And Assessing The
Potential For Extraordinary Govemment Intervention,” on January
23,2009.

GREs ate enterprises potentially afected by extraordinary gov-
emment intervention during periods of stress. GREs &g often par
tially or totally contr olled by a govemment (or govemments) and
they contribute to implementing policies or delivering key sevices to
ety the population.
methodology However, we have obseved that some entities with little or no

govemment ownership might also benefit from extraordinary gov-
emment support due to their systemic importance or their critical

The Gulf Internation
Bank has been

We have role as providers of crucial goods and sevices.
obsewed ... Mor eover we consider govenmgnts’ intgryentions as “extra.lordi-
that the n_ary” when they are temporary, entity-specific, and related to finan-

) ) cial stress at the GRE or at the govarment level. In most cases, the
relationships intervention is likely to be in the form of extraordinary govemmental
between GRES  support and in such cases the GRE'rating would likely be enhanced
and their by its relationship with the govemment.

Conversely a govemment intervention could operate to redirect

respective _
P GRE resources to the govenment and weaken the GRES credit qual-

govemments ity.

have become

ever more GRE rating approach

complex.” Standaid & Poor 's general analytical appoach to rating GREs is to

consider their credit quality as falling between the inclusive bounds
formed by the GRES stand-alone cedit profile (SACP) and the gov
emment’s rating. The GRE rating is based on an analysis of the fel
lowing elements:

* The GRE's SACRwhich represents the GRE credit quality in
the absence of extraodinary support or bur den,

¢ The govemment's rating, which speaks to the govenment's
ability to support (or, in a negative scenario, its need to avail itself of
the resources of) the GRE,

< Our opinion of the likelihood of suf ficient and timely extraor di-
nary govemment intervention in support of the GRE meeting its
financial obligations, as derived from our assessment of the impor
tance of the GRES role to the govemment, as well as the stength and
durability of the links between the two.

Standad & Poor 's distinguishes between govement interven-
tion that enables a timely repayment of a GRES debt and inteven-
tion that principally aims at suppor ting an entity’s employment or
operations but might not necessarily educe the likelihood of default.

These criteria apply to the more than 500 GREs rated by Standad
& Poor ’s with the exception of some financial institutions.

Mor eover while the potential for extraor dinary govemment sup-
portis an important factor driving the cr editworthiness of all finan-
cial institutions, these criteria only apply to financial institutions with
a public policy role and/or where govenment ownership is strategic
and long-term in nature. Criteria published in “Exter nal Support Key
In Rating Private Sector Banks Wrldwide,” Febr uary 27, 2007, and
“How Systemic Impor tance Plays A Significant Role In Bank
Ratings,” July 3, 2007, continue to address the way extraodinary
govemment supportt is incorporated into ratings on the majority of
commercial financial institutions.

While many characteristics of commecial financial institutions fit
in with this br oader approach to GREs, some types of govement
support in the banking sector call for a modified approach. Further
criteria development is lequired before applying this broader GRE

methodology to all financial institutions; Standard & Poor 's expects to
successively update its criteria on this subject.

Updating existing criteria

Standaid & Poor 's has, over the years, incorporated in its ratings its
opinion of the likelihood of a gover nment taking timely extraordinary
measues that could afect the credit risk of certain entities during peri-
ods of stress. W\ have obseved, however that the relationships
between GREs and their espective govamments have become ever
more complex.

Accordingly, we have enhanced our methodology for rating GREs
and assessing the potential for extraadinary intervention by intr oduc-
ing certain clarifications designed to achieve a moe granular analysis
of the range of GRESs acoss sectors andegions and captue their
increased complexityWe think these modifications will provide more
transparency in our rating approach.

The most significant changes ag:

¢ Focusing our assessment of the likelihood for extraatinary gov-
emment intervention on (i) the importance of the GRES role and (ii)
the strength and durability of its link with the gover nment; therefore
placing less emphasis on the “binay” categorization of GREs as either
“public policy” or “commer cial” entities.

« Further emphasizing the impotance of the GRES stand-alone
credit profile (SACP).

« Providing more transparency on how the combination of the
SACRthe govemment rating, and Standad & Poor 's analysis of the
importance of the GRE iole and the link to the govemment combine to
detemine the GRE rating.

Overall, we estimate that between 10% and 20% of rated GRESs ae
likely to be affected by the evised criteria. We expect the eflect to be
positive or negative depending on the individual situation of each GRE
and to be generally within one or two notches from the current rating.

Definition of extraordinary government intervention
We view extraordinary govemment intervention as either “discrete” or
“temporar y” (as opposed to ongoing), entity-specific (as opposed to
system-wide), and often elated to financial stress at the GRE level. W
view the potential for extraor dinary govemment intervention as com
ing on top of “ongoing” interactions. Extraor dinary intervention may
resultin an enhancement of a GRE rating if it is in the for m of sup-
port. Mor e rarely, govemment intervention may weaken a GRES
credit quality if it operates to r edirect a GRES resources to the goven-
ment.

The line between what may be temed “extraor dinary” and “ongo -
ing” inter vention is not always distinct. However, “extraor dinary”
interventions usually occur in periods of stess and take the fom of liq -
uidity injections, loans from the govemment or through govemment-
owned banks, recapitalizations, or arangement of a solvency escue
package directly from the govemment or through other market partici-
pants. If the GRE accounts for a substantial shag of govenment rew
enues, “suppott” may mean the govemment takes less and leaves mer
to the GRE for its own investment and debt-sevice needs. Examples of
negative extraoiinary intervention include special tax, dividend,
asset- or cash-stripping, or other measu&s that the govenment may
impose to divert GRE resources to the govenment, as the goven-
ment's needs risen

Further information is available on RatingsDirect in the
research entitled: “Enhanced Methodology And Assumptions

More research can be found on wwgec.standardandpoors.com

For Rating Government-Related Entities”
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