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Moody's Ratings

Ba2 with a Stable Outlook

(i) The diversity of the company's product
offerings across both personal insurance and
commercial insurance lines; (ii) adequate asset
quality, including adequate quality of reinsurance
assets and invested assets; and (iv) financial
flexibility, as demonstrated by the recent increase
in shareholders' equity, its position as one of the
few insurance companies listed on the Kuwait
Stack Exchange, and the absence of any
outstanding debt.

The assignment of a Ba2 Insurance Financial
Strength Rating (IFSR) to Al Oula Takaful reflects 0]
the diversity of the company's product offerings
across both personal and commercial insurance
lines; (ii) adequate asset quality, including adequate
quality of reinsurance assets and invested assets,
despite significant exposure to equity investments;
(i) modest capital reserves that remain above
regulatory requirements following a recent capital
injection of KWD 6 million by its shareholders; and
{iv) financial flexibility, as demonstrated by the
recent increase in shareholders' equity, its position
as one of the few insurance companies listed on the
Kuwait Stock Exchange, and the absence of any

outstanding debt.

Outlook Stable.

Rating Action: Moody's Ratings assigns a Ba2
Insurance Financial Strength Rating (IFSR) to Al

Oula Takaful Insurance Company; Outlook Stable

Dubai International Financial Centre, June 29, 2026

— Moody's Ratings ("Moody's") has today assigned
a Ba2 Insurance Financial Strength Rating (IFSR) to
Al Oula Takaful Insurance Company — KPSC (Al
Oula Takaful). The outlook is Stable. Al Oula
Takaful is a Kuwait-based mid-sized insurer that
underwrites property and casualty insurance across

a range of commercial and personal lines of

business.
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Rating Rationale
The assignment of the Ba2 Insurance Financial
Strength Rating (IFSR) to Al Oula Takaful refiects (i)
the company's diversified product offering across
personal and commercial insurance lines; (ii}
adequate asset quality, supported by adequate
reinsurance recoverable and invested asset quality,
notwithstanding a significant exposure to equity
(iii)

above

investments; modest  capital reserves

maintained requirements

regulatory
following a recent capital injection of KWD 6
million by its shareholders; and (iv) financial
flexibility, as demonstrated by the recent increase in
shareholders’ equity, its position as one of the few

insurance companies listed on the Kuwait Stock

Exchange, and the absence of any outstanding debt.

Offsetting these strengths is the fact that Al Oula
Takaful's return to underwriting profitability is
relatively recent, and uncertainty remains regarding
its ability to sustain underwriting improvements
given its modest market position. The company
ranks 18th in the Kuwaiti insurance market by gross
written premiums, limiting its growth and

diversification prospects amid intense competition.

Pricing pressure in the Kuwaiti insurance market,
together with the company's relatively high
expense base compared with its premium volume,
has contributed to weak underwriting profirability,
with a five-year average combined ratio (COR) of
105% as of year-end 2025, despite the recent
improvement in the standalone combined ratio to

99% atyear-end 2025.

Historically weak performance has resulted in
volatile earnings, often generating losses, with an
average return on capital (ROC) of -9.7% and -4.4%
at yearend 2023 and 2024, respectively.
Underwriting improvements in 2025 led to a
positive ROC of 1.1% for the year. Historical
underperformance also placed pressure on capital
adequacy, with the company remaining below
minimum regulatory capital requirements even at

year-end 2025.

On a more positive note, the KWD 6 million capital
injection by shareholders in February 2026
equity
shareholders' equity combined) from KwD 5.9
million at year-end 2025 to KWD 11.7 million,

increased  total (policyholders'  and

according to the company's reported results as of

March 31, 2026. This reduced the risk of non-
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compliance with regulatory solvency requirements.
However, the company's post-capital injection risk
management framework, particularly  regarding
capital allocation for investments and underwriting
risk,

implementation.

still requires further development and

The Ba2 rating also incorporates environmental,
social and governance (ESG) considerations for Al
Oula Takaful in accordance with Moody's General
Principles for Assessing ESG Risks methodology. In
Moody's view, the company has moderate
governance risk exposure, as reflected in its
Governance Issuer Profile Score (IPS) of G-3, driven
by a financial strategy and risk management
framework that remain under development,
together with its historical record of weak operating

performance.

Outloak

The Stable Outlook reflects our expectation that Al
Oula Takaful will sustain its recent improvements
in underwriting profitability while maintaining the
recovery of its capital levels and regulatory
compliance.

Factors That Could Lead 1o an Upgrade or
Downgrade the following factors could lead to
upward pressure on Al Oula Takaful's rating: (i)
demonstrating the ability to further improve and
(i)

strengthening capital adequacy while maintaining

sustain  underwriting  profitability; and

capital levels well above the regulatory

requirements.

Conversely, the following factors could lead to
downward pressure on Al Oula Takaful's rating: (i)
a deterioration in underwriting performance,
including a sustained combined operating ratio
{COR) above 100% or a negative return on capital;
and/or (ii) a weakening of capital adequacy; and/or
(iii) a deterioration in asset quality, with high-risk
assets (HRA) exceeding 90% of adjusted equity;
and/or (iv) a significant decline in the company's

market share.
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