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Research Update:
African Reinsurance Corp. Rating Raised To

'A-' On Strong Competitive Position; Outlook
Stable

Overview

e The upgrade reflects the continued stabl e earnings and the strong
regi onal conpetitive position

e W have raised the rating on African Reinsurance Corp. to 'A-' from
' BBB+' .

» The outlook is stable, reflecting our expectation that earnings will be
mai ntai ned at a strong | evel and enterprise risk nmanagenent will continue
to devel op.

Rating Action

On June 23, 2009, Standard & Poor's Ratings Services raised its long-term
counterparty credit and insurer financial strength ratings on N geria-based
African Reinsurance Corp. (African Re) to 'A' from'BBB+' . The outlook is
stabl e.

Rationale

The upgrade reflects the cenenting of the strong conpetitive position in the
African insurance markets, coupled with the continued strong, stable operating
performance, and strong capitalization. These positive factors are partially
of fset by its enterprise risk managenent (ERM structure, which, although
adequate, lags international peers in terns of sophistication. The politica
and econom ¢ environnent drag within the conpany's core African narkets is to
sone extent nmitigated by the sharehol der structure.

African Re continues to enjoy a strong conpetitive position in the
African reinsurance market. Success is based on both its privileged access to
busi ness and the relationships within the African insurance comunity. African
Re enjoys a strong narket share of approximately 8% which inplies reasonable
roomfor growth, particularly as a reinsurance provider to the increasingly
| ocal | y-retai ned energy business. Qutside Africa, the conpany's conpetitive
position is nmore limted, although non-African business is not part of the
conpany's core strategy.

African Re has denonstrated strong and very stable earnings for nore than
10 years. Its rapid growth in South Africa has not undermined this trend and
in 2008, the group delivered a conbined ratio of 99.7% slightly above the
| ong-term average of 98.8% The return on equity of 9.2%for 2008 was
substantially down on the 2007 |evel of 16.3% reduced by |ower interest
yi el ds.
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Regul ar capital infusions have enabled African Re to nmmintain strong
capitalization during a sustained period of growmh. The conmpany continues to
benefit fromdirect investnents by devel opment finance institutions,

i ndicating the strong level of international support for the corporation in
its devel opment role and strong financial flexibility. Capital adequacy is
strong, denonstrated by some redundancy above the current rating |evel.

African Re has adequate ERM However, both the industry's and African
Re's risk profile have changed, which suggests a nore sophisticated approach
is warranted to bring the conpany up to the standards set by internationa
peers. The conpany has enbraced inproving its ERM and has established a
proactive risk function, headed by newy appointed chief risk officer, as well
as engaging in an ongoing project to inprove its risk nodeling capabilities.

African Re operates in a diverse range of countries, many with the
propensity to experience political or econonmic turnoil, which may affect the
| ocal or regional clainms experience, liquidity, or conpetitive position of the
conpany. The sharehol ding structure of African Re includes the African
Devel opnent Bank (AAA/ Stabl e/ A-1+) and 41 African CGovernments, which help
mtigate these risks partially.

Outlook

The outl ook is stable. Standard & Poor's expects that the conmpany will
continue to enhance its capital and risk nodeling. Cpportunities for
profitable growmh within the African continent are linmted by the prevailing
econom ¢ devel opnent, but Standard & Poor's believes the conpany is well

pl aced to take advantage of these.

Continued stability in the earnings profile is key to the company
maintaining a rating within the '"A" range, and naterial underwiting |osses,
particularly if repeated, may pronpt an outl ook revision to negative. Rapid
devel opnent of the non-African, or South African, business could al so cause
concern if the conpany |ooked to be nmoving away fromits core markets, or
founding edicts. Future potential for upward rating novenent is currently
[imted.

Ratings List

Upgr aded To From
African Rei nsurance Corp
Counterparty Credit Rating
Local Currency A-/ Stabl e/ - - BBB+/ Posi tive/ - -
Fi nancial Strength Rating
Local Currency A-/ Stabl e/ -- BBB+/ Posi tive/ - -
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