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Research Update:

Kuwait Reinsurance Co. K.S.C. Outlook To
Positive; Operating Performance Expected To
Improve

Rationale

On July 24, 2008, Standard & Poor's Ratings Services revised its outl ook on
Kuwai t - based reinsurer Kuwait Reinsurance Co. K S.C. (Kuwait Re) to positive
fromstable reflecting the enhanced operating performance expectations. At the
sane time, Standard & Poor's affirnmed its 'BBB" |ong-termcounterparty credit
and insurer financial strength ratings on the conpany.

The ratings reflect Kuwait Re's very strong capitalization, enhanced risk
managenment and strategy, and strong investnments, partially offset by its
historic underwiting performance and adequate conpetitive position

Maj or rating factors:

e Standard & Poor's Ratings Services views Kuwait Re's capitalization as
very strong, based on the conpany's excellent capital adequacy, very good
quality of capital, continued prudent reserving, and appropriate use of
retrocession.

* Kuwait Re has strong investnents and liquidity. It has consistently
mai ntained a very liquid investnent portfolio, a reasonably high but
controll ed exposure to equities, and relatively low credit and market
risk; although the increased exposure to the Kuwaiti property narket
exerts pressure on both the quality of investments and the liquidity of
t he conpany.

e Kuwait Re's historic operating performance is narginal, although
expectations for future profitability have inproved. Establishing this
track record will be key to the devel opnent of this rating. Qur
expectations inproved due to the increasing scale and inproved expense
managenent that the conpany has denonstrated. Furthernore, Kuwait Re's
relatively large investnent portfolio has enabled it to report a net
profit for at |least the past seven years. Standard & Poor's expects
underwriting perfornmance to continue to inprove, with Kuwait Re achi eving
a conbined ratio of bel ow 100%in 2008.

* Kuwait Re has an adequate regional conpetitive position. It is positioned
as a small regional reinsurer with limted pricing power. It does,
however, have the benefit of having Transatlantic Reinsurance Co.
(Transatlantic Re; AA-/Negative/--) as its major shareholder and a
busi ness partner. Kuwait Re and Transatlantic Re are working together to
expand i nto new geographic areas and diversify risk acceptance, thereby
i mproving Kuwait Re's conpetitive position, which to date has been
dependent on | ong-standi ng busi ness rel ati onshi ps.
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Research Update: Kuwait Reinsurance Co. K.S.C. Outlook To Positive; Operating Performance Expected To

Improve
Outlook
The positive outlook reflects Standard & Poor's expectation that the conpany's
i mproved underwiting performance will be maintained at sub-100% conbi ned

ratio levels for 2008 and 2009.

Positive monentumin rating has al so been achi eved by the increasingly
techni cal approach taken to underwiting, driven by the recent nanagenent
changes.

Capitalization should remain at |east strong, driven principally by an
excell ent (although falling) capital surplus at the 'AAA" level. Investnents
and liquidity are al so expected to remai n strong.

If Kuwait Re achieves its targets and establishes a track record of
underwiting profitability across the rating horizon, then the ratings could
be raised to 'BBB+' . Failure to successfully inprove underwiting
profitability, or a negative shift in the conpetitive environnment for Kuwait
Re, could put downward pressure on the ratings.

Ratings List
Ratings Affirnmed; Qutl ook Action

To From
Kuwai t Rei nsurance Co. K S.C
Counterparty Credit Rating
Local Currency BBB/ Posi tive/ - - BBB/ St abl e/ - -
Fi nancial Strength Rating
Local Currency BBB/ Posi tive/ - - BBB/ St abl e/ - -

Additional Contact:
Insurance Ratings Europe;Insurancelnteractive_Europe@standardandpoors.com

Ratings infornmation is available to subscribers of RatingsDi rect, the

real -ti ne Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at ww.ratingsdirect.com It can also be found on Standard &
Poor's public Wb site at www st andardandpoors. com sel ect your preferred
country or region, then Ratings in the left navigation bar, followed by Credit
Rati ngs Search. Alternatively, call one of the follow ng Standard & Poor's
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; Stockholm
(46) 8-440-5914; or Mscow (7) 495-783-4017.
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