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INVESTORS SERVICE

Rating Action: Moody's changes outlook on KIPCO's Baa3/P-3 ratings to stable;
affirms ratings

Global Credit Research - 15 Sep 2014
$1.5 billion of rated debt affected

Frankfurt am Main, September 15, 2014 - Moody's Investors Service has today changed to stable from negative
the outlook on Kuwait Projects Company (Holding) K.S.C. (KIPCO)'s Baa3 long-term issuer rating and P-3 short-
term issuer rating. Concurrently, Moody's stabilised the outiook on the Baa3 debt instrument ratings on bonds (due
in 2016, 2019 and 2020) issued by Kuwait Projects Co. (Cayman) under a $2 billion euro medium-term note
(EMTN) programme, as well as the issuer's provisional (P)Baa3/(P)Prime-3 (P)P-3 ratings. At the same time,
Moody's has affirmed these ratings.

"The stable outlook and affirmations are prompted by KIPCO's successful efforts to de-lever, persistent
improvements in the financial performance of its media assets and the company's efforts to proactively pre-fund
debt maturities,” says Martin Kohlhase, a Moody's Vice President -- Senior Credit Officer and local market analyst
for KIPCO.

RATINGS RATIONALE

Today's rating action primarily reflects improvements to KIPCO's market-based value leverage (MVL) metric, that
has dropped to around 20% (versus 25% at fiscal year ended 2013) because of the higher valuation of its traded
equity investments. The rating action also reflects improvements in the financial performance of KIPCO's holding
in the Panther Media Group Ltd (PMGL)/OSN media asset. For the first time since the creation of PMGL in 2009
the company has reported a profit of KWD10.4 million ($36.8 million) in 2013, after a loss of KWD3.4 million ($12.0
million) in 2012. Lastly, KIPCO has pre-funded some of its 2016 debt maturities.

When in February 2014 KIPCO issued $500 million 5-year notes, management earmarked proceeds to a large
extent for pre-funding of its 2016 maturities, which consist of KWD80 miillion of bank debt (maturing in January
2016) and $500 million of notes (October 2016). This pre-funding removes to a large extent refinancing risk and
has also allowed KIPCO to lock in low interest rates, which should over time reduce the interest burden. KIPCO's
2019 maturities pay 4.8% interest compared with 8.9% for the 2016 maturities, both 5-year notes.

The pre-funding of upcoming maturities mitigates the weak cash coverage ratio, which at year-end 2013 stood at
0.9x. The ratio has been weak since 2010 as a result of lower dividend income from the company's financial
services shareholdings and higher interest payments. KIPCO retains its ability to upstream higher dividends from
some of its investments to strengthen its weak cash coverage. The company has so far refrained from doing so
as it retains ample liquidity at the parent level (Moody's estimates approximately $1.0 billion) and opts to maintain
financial flexibility. Moody's expects that this ratio will remain weak and constrain upward rating pressure.

Ratings take into account that KIPCO continues to benefit from shareholder linkages with Kuwait's ruling family,
which lift the company's rating to Baa3. Members of the family own the company's principal shareholder, Al
Futtooh Holding (AFH). Specifically, the rating assumes support given to KIPCO over time by AFH, which
includes purchasing treasury shares over time and exercising flexibility in adjusting dividend payments.

Moody's also highlights the concentration of assets in the financial services industry and the geographical
concentration in the Middle East, with heightened geopolitical and macroeconomic risks.

RATIONALE FOR STABLE OUTLOOK
The stable outlook reflects financial performance improvements and the pre-funding of upcoming debt maturities.
WHAT COULD CHANGE THE RATING UP / DOWN

Moody's expects that the operating performance of KIPCO's core investments will improve by 2015 and that these
improvements will become visible in at least two forms: higher valuation leading to stronger MVL ratios and higher
cash dividends and therefore stronger cash coverage ratios.



Moody's could upgrade the ratings if (1) KIPCO's MVL metric decreases below 20% on a sustainable basis; (2) its
cash coverage improves to well above 3.0x; and (3) its liquidity ratios remain strong, with management addressing
upcoming debt maturities well in advance, However, an upgrade is unlikely while the portfolio retains its current
concentration on weakened regional financial services assets.

Conversely, Moody's could downgrade the ratings if (1) KIPCO's MVL metric rises to above 25% on a continuing
basis; (2) the company's portfolio concentration becomes more material, and/or credit quality of its core holdings
weakens; and (3) its liquidity ratios deteriorate because of upcoming debt maturities. Ratings could also be
downgraded if KIPCO's cash coverage ratio remains between 1.0x and 2.0x (whilst being offset by adequate
liquidity at the parent level to address debt servicing needs), or its cash coverage ratio is less than3.0x in the
absence of adequate liquidity at the parent level.

The principal methodology used in these ratings was Global Investment Holding Companies published in October
2007. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

KIPCO is a Kuwait-based investment holding company with investments in Kuwait, the Gulf Cooperation Council
(GCC) countries and across the Middle East and Northern Africa (MENA) region. The company's most significant
assetls by value are Burgan Bank, United Gulf Bank and Panther Media Group Ltd (OSN media asset).

The Local Market analyst for this rating is Martin Kohlhase, 971.4.237.9544.
REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.

Jeanine Arnold

Vice President - Senior Analyst
Corporate Finance Group
Moody's Deutschland GmbH

An der Welle 5

Frankfurt am Main 60322
Germany

JOURNALISTS: 44 20 7772 5456
SUBSCRIBERS: 44 20 7772 5454

David Staples
MD - Corporate Finance
Corporate Finance Group
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