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Research Update:
Kenya-Based African Trade Insurance Agency

Assigned Long-Term Rating Of 'A'; Outlook
Stable

Rationale

On April 17, 2008, Standard & Poor's Ratings Services assigned its long-term
"A counterparty and insurer financial strength ratings to Kenya-based African
Trade I nsurance Agency (ATlI). The outlook is stable.

The ratings on ATl reflect very strong capitalization, strong
i nvestments, and strong liquidity. Constraints on the rating reflect the
undevel oped nature of the target insurance nmarkets in the African region, and
the I ack of a proven track record for operational control within the business.
Furthernore, the financial flexibility is constrained by the economc limts
of the nenber governnents, although it benefits from supranational status and
a fundanental ly econom ¢ business notive. ATlI's core strategy is to pronote
trade and investnment in Africa through the provision of political investment
ri sk i nsurance and export credit insurance.

Major rating factors

* Very strong capitalization. ATl is very strongly capitalized, follow ng
the norns of peer group supranationals. Current capital adequacy is
extremely strong, with total capital at Dec. 31, 2007 equivalent to over
90% of gross underwiting exposure. Although capitalization will weaken
as busi ness vol unme grows, we expect capital utilization controls to
ensure capitalization remains very strong (greater than 43% of net
exposure).

 Strong investments. ATl places invested funds in strongly rated banking
institutions, with funds overwhelmngly in U S. dollars.

e Strong liquidity. By reference to its gross and net underwiting
exposure, ATl has strong liquidity, with available current funds in
excess of gross exposure. As business vol une increases, we expect this
strength to weaken, but to remain a strength for the rating.

e The rating is constrained by the lack of a track record of operationa
control for ATI. This reflects the small business volune handl ed to date.

* W do not generally consider the nenber countries of ATl able to sustain
sovereign ratings better than weak to nmarginal, and this affects ATI's
potential financial flexibility and ability to recover qualifying |osses
from menber states. The potential for adverse econonmic conditions in the
African region are significant, but are partially offset by ATlI's
preferred creditor status with its nmenber countries, and by the inplicit
backi ng of the Wirld Bank's International Devel opnment Association (not
rated) for the nenber states and ATI's operational agenda.
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Outlook
The stable outlook reflects Standard & Poor's expectation that as business
vol unes expand, ATl will maintain very strong capitalization of no |ess than

43% of net exposure. W do not expect reinsurance utilization to exceed 60% of
ATl's gross exposure. Servicing regional economic growth will continue to be
ATl's primary goal, with adequate profitability supporting the expansion

A negative rating action could be caused by any waveri ng of sharehol der
support in terns of either capital raising, provision of liquidity, or |oss
recoveri es.

Though positive rating action is unlikely in the nediumterm it would be
triggered by managenent sustaining strong operational control in realizing
goals to increase the inconme streamand deliver profits that exceed
expect ati ons.
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Ratings information is available to subscribers of RatingsDirect, 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 Hotline
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow (7) 495-783-4017. Menbers of the nedia
may al so contact the European Press Ofice via e-mail on

nmedi a_eur ope@t andar dandpoor s. com
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