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Overview
- Ras Al-Khaimah National Insurance Co. recorded strong year-on-year gross written premium
growth in the first six months of 2019, but also lower net earnings.
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- Despite lower shareholders' equity in 2018, due to one-off provisions, we expect capital
adequacy to remain very strong.
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- We are therefore affirming our 'BBB+' ratings on RAK Insurance.

SECONDARY CONTACT

- The stable outlook reflects our expectation that the insurer will maintain capital adequacy at
least at the 'AA' level and operational independence from its parent over the next two years.
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Rating Action
On Oct. 1, 2019, S&P Global Ratings affirmed its 'BBB+' long-term insurer financial strength and
issuer credit ratings on the UAE-Based Ras Al-Khaimah National Insurance Co. (RAK Insurance).
The outlook is stable.
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Outlook
The stable outlook reflects our expectation that the insurer will maintain capital adequacy at least
at the 'AA' level, supporting the company's growth ambitions in the UAE over the next two years.
We also expect that RAK Insurance will remain operationally and financially independent from its
parent, National Bank of Ras Al Khaimah (RAK Bank).

Downside scenario
We could take a negative rating action on RAK Insurance over the next two years capital adequacy
materially deteriorated to below the 'AA' level, for example following significant business growth
and weak profitability, or higher-than-expected dividend payouts.
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Upside scenario
We consider a positive rating action as unlikely over the next two years, due to the insurer's
relatively small scale in terms of gross written premiums (GWP) and capital.

Rationale
The affirmation reflects our view that, notwithstanding reduced absolute capital levels, the
company's projected risk-adjusted capital adequacy will remain at least at the 'AA' level (as per
our model). It also reflects our expectation that the RAK Insurance will continue to remain
operationally independent from its parent.
In 2018, the company's shareholder equity declined to 195 million UAE dirham (AED) from AED254
million in 2017. The decline in the equity was because of the one-off adjustments relating to the
implementation of International Financial Reporting Standards (IFRS) 9. Despite a drop in
shareholders' equity in combination with strong business expansion plans in the UAE, leading to
higher risk chargers in our model, we anticipate that the insurer's capital adequacy will still
remain above the 'AA' level over 2019-2021.
In the first six months of 2019, RAK Insurance reported GWP growth of 44% to AED332 million
(US$90 million) from AED231 million in the same period in 2018. The premium growth was mainly
because of a 58% increase in the medical business, which contributes about 77% of total GWP. At
the same time, the company reported a decline in net profit to AED4.5 million from AED7.5 million
in the first six months of 2018. The earnings decline was due to a one-off increase in general and
administrative expenses. We anticipate that the company's GWP growth will moderate in the
second part of 2019, and that net earnings will reach at least AED10 million for the year.
We continue to view RAK Insurance as a strategic investment to its parent RAK Bank (not rated).
Nevertheless, the ratings on RAK Insurance do not benefit from any support from its parent. The
ratings continue to reflect the company's stand-alone credit profile and characteristics, due to its
financial and operational independence.
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Financial Strength Rating

bbb+

*This is influenced by the relatively small premium and capital base as well as some volatility in capital and earnings in recent years.
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Ratings List
Ratings Affirmed
Ras Al-Khaimah National Ins Co.
Issuer Credit Rating
Local Currency

BBB+/Stable/--

Financial Strength Rating
Local Currency

BBB+/Stable/--

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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