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Research Update:

Outlook On D
Reinsurance C
From Negative

Overview

13-12-18 14:7Z6

bai Islamic Insurance and
. (Aman) Revised To Stable
'BBB' Ratings Affirmed

Pyg:

¢ Dubai-based Takaful insurer Aman has, in our view, displayed resilience
to the downturn that hit [investment markets.

* Aman has recorded good underwriting performance in historical business
lines, while growing prudently and profitably in new business lines.

¢ We are revising our outlook to stable from negative and affirming our

'BBB' ratings on Aman.

s The stable outlcok incorp
the guality of its underw
new business lines.

Rating Action

Oon Dec. 3, 2010, standard &
Takaful insurer Dubai Islam
from negative. At the same

eredit and insurer financia

Rationale

The outlook revision reflec

rates our expectations that Aman will maintain
iting earnings, while growing selectively in

Poor's Ratings Services revised the outlook on

ic Insurance and Reinsurance Co. (Aman) to stable
time, we affirmed the 'BBB’' long-term counterparty
1 strength ratings on Aman.

LS ouribelief that Aman hag displayed resilience to-

the recent financial downtu
to grow profitably, while t

rn in the past two yeaxrs. The company has continued
king management actions to achieve prudent growth.

Aman has also continued to post good underwriting earnings.

The ratings
positicn in
Factors are

on Aman are sBup)
its home market
volatile capita

orted by what we view as a good competitive
of Dubai and goocd underlying earnings. Offsetting
‘adequacy due to sgtill aggressive asset

allocation, and high reliange on reinsurance.

Our opinion on competitive

and early positioning in fa
at a compound annual growth
Emirates dirham {AED) 4%6 m
AED 410 million. Motor busi
2010, while' bancassurance h
representing 45% of GPW ver
other property/casualty (P/
entered new lines, guch as

bancassurance partnerships,

Standard & Poor’s | katingsl)ireet on tTo Globat Credit Portal | December 3, 2010

osition is based on business line diversification
t-growing lines. Gross premiums written (GPW) grew
rate (CAGR) of 51% over 2005-2009 to United Arab
llion. In third-guarter 2010, GPW increased 43% to
ess represented only 20% of GPW in third-guarter

s shaped most of Aman's growth sc far in 2010,

us just 20% in 2009. Medical contributes 11% and

)} business boaste 17%. The company prudently
viation, medical immigration, and new

indicating a good franchise in the market.
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s heavy reliance on reinsurance capacities and a

Lo a single country. Net premiums written (NEPW)
titive strength and revenue mix (motor accounts for

% to AED128 million in 2009, against third-quarter

ncrease. The cession rate stands at more than 70%.
but cedes most of marine,

fire, engineering,
bancasgurance. i

Increasing gross and net underwriting results reflect the quality of Aman's

underlying portfolic. While
other business lines add v
company's P/C loss ratio r
healthy and improving loss
where Aman acts as a quasi-
engineering, and general ac
lines are consegquently subs

I

£
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We consider Aman's capitalig

51% of underwriting earnings stem from motor,
uable and diversified earnings sources. The

mained broadly stable at 64%, supported by a
ratioc of 65% in motor. In the other business lines

ronter (bancassurance, aviation, marine, fire,
ident), Aman receives high commissions. These

tantial contributors to bottom- line results.

ation as still heavily sensitive to investment

maxrket conditions. Aman took what we view as prudent actions toward

reinforcing ite capital ade
shares and increased its ce
remain, however, minimal ag
adequacy, because most of t
and real estate still make
forward investment loss, e
substantially weighs on cap
only a few local sectors an
expectations that aman will
the diversification of its

Outlook

The stable outlook incorpor
quality of its underwriting
business lines. It also tak
liguidity will likely preve
that the company will conti
of capital adequacy.

For full years 2010 and 201
lower than 65%, supported b
business will likely witnes
third-quarter 2010 trends.

administration cost ratio ndg
to market volatility, but we
million to AED6E0 million in
the c¢ycle.

We expect Aman to continue i

www standardandpoors.com/ratingsdirect

acy in recent months. It has paid dividends in
sion to contain capital needs. These actions

inst the impact the market downturn had on capital
rget capital stems from investment risk (equities

p more than 80% of Aman's investments). A carried
ivalent =o half of Aman's capital, still

tal adequacy. Moreover, investments concentrate on
single names. Our rating factors in our

gradually lessen these concentrations and increase
sset base.

tes our expectations that Aman will maintain the
earnings, while growing selectively in new

s into account our view that Aman's adequate

t it from realizing losses on its investments and
ue its management actions to reduce the volatility

, we expect Aman's P/C combined ratio to remain
motor. We think highly reinsured lines and life
gtability in underwriting earnings, confirming

lverall, we expect the net acquisiticn and

t to exceed 30%. Aman's net earnings are subject

view normative income likely to range from AED20

2010 and 2011, with a 10% return on equity cver

ts diversified growth in 2010 and 2011. GPW are in
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our view set to increase 40% this year and stand above 20% in 2011. NPW are
set to <¢limb 5%-10% in 2010 and 2011,

We expect Aman's dividend policy to support the maintenance of good capital
adequacy. If Aman resumes an aggressive dividend policy oo a par with its 2007
payout, this could further|strain capital adequacy. We also expect 2man to
continue its efforts to diversify its asset classes and reduce concentration
on single counterparties.

We view any upside potentiil for the ratings on Aman as remote for the next
two years. Downside risk for the ratings could, however, result from
deteriorating capital adegyacy or operating performance to levels below the
expectations we note above. :

Related Criteria And Research

¢ Interactive Ratings Methodology, April 22, 2009

¢ Use Of CreditWatch And Outlccks, Sept. 14, 2009

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

Ratings List
Ratings Affirmed; Outlook Action
To From
Dubai Islamic Insurance & Reinsurance Co. (Aman)

Counterparty Credit Ratingr

Local Currency BBB/Stable/-- BBB/Negative/--
Financial Strength Rating ‘
Local Currency BBB/Stable/-- BBB/Negative/--

Additional Contact
Insurance Ratings Europe;!nsurance|nteractive_EU{ope@standardandpuors.com

Complete ratings information is available to RatingsDirect subscribers on the
Global Credit Portal at www|globalcreditportal.com and RatingsDirect
subscribers at www.ratingsdirect.com. All ratings affected by this rating
actiocn can be found on Stanfard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following Standaxrd & Pooxr's numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-935-225; Stockholm
(46) 8-440-5914; or Moscow {7) 495-783-4011, ’

Standard & Poor’s | RatingsDirect on 1;e Global Credit Portal | December 3, 2010 4
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