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Fitch Affirms Kazakhmys Insurance Company at IFS at 'B+';
Outlook Stable

Fitch Ratings-Moscow/London-24 March 2016: Fitch Ratings has affirmed JSC Kazakhmys
Insurance Company's (Kazakhmys Ins) Insurer Financial Strength (IFS) rating at 'B+' and its
National IFS rating at 'BBB(kaz)'. The Outlooks are Stable.

KEY RATING DRIVERS

The ratings reflect Kazakhmys Ins's strong capital position for the rating level, its solid, albeit
moderately declining, profitability and low average credit quality of the investment portfolio. The
affirmation also reflects the challenges Kazakhmys Ins faces in relation to its planned growth
strategy and high dependence on outwards reinsurance.

Kazakhmys Ins's shareholders injected KZT3.6bn to increase the insurer's share capital to
KZT4.25bn in 2M16. There has been some redistribution between individual shareholders of the
company, but their overall participation remained stable at 90.01%. Kazakhmys Corporation, the
sole corporate shareholder and also a key customer of Kazakhmys Ins, has stayed at the current
9.99%. Kazakhmys Ins has indicated that strong top line growth, improved diversification of the
portfolio and reduced utilisation of reinsurance are key aims of the planned capital increase in early
2016.

After the capital increase Kazakhmys Ins's investment strategy has remained mainly focused on
fixed-income instruments (92% of the portfolio at end-February 2016), but of modest credit quality.
56% of the portfolio is USD-denominated instruments from local banks, mainly rated in the 'B'
category. Fitch views this combination as particularly risky given the Kazakhstan macroeconomic
context,

Based on unaudited 2015 results, the insurer reported strong premium growth of 74% on a gross
basis and 48% on a net basis in 2015. The reinsurance utilisation ratio remained very high, with
84% of premiums ceded to reinsurers in 2015 (2014: 82%).

Fitch views the growth of the insurer's portfolio as undiversified. On a net basis, it was largely
supported by the compulsory motor third party liability (MTPL) and, to a lesser extent, workers'
compensation insurance written as inwards business from life insurers. As a result, the weight of
MTPL in net written premiums grew to 52% in 2015 from 25% in 2014. This trend has continued in
2016 with this share growing to 74% in 2M16 from 49% in 2M15.

Kazakhmys Ins's net income improved to KZT921m in 2015 from KZT128m in 2014. This was
achieved through KZT1.4bn FX gains on investments (2014: KZT0.1bn FX loss), which arose in
the context of a severe devaluation of Kazakh tenge in 2015. In the absence of FX gains the
insurer's net result weakened to a KZT66m loss in 2M16 (2M15: net profit of KZT307m). '

The insurer's underwriting result was negative KZT209m in 2015 with the combined ratio at
106.7%, a moderate weakening from 105.1% in 2014. The loss ratio improved to 82.1% in 2015
from 97.8% in 2014 supported by reserve releases in significantly reduced accident insurance and to
a smaller extent release of prior year reserves in property insurance. The combined ratio also
benefited significantly from KZT850m subrogation income received on workers compensation
insurance in 2015, Fitch has treated this item as an 'other underwriting income' component of the
combined ratio.



Along with the sector-wide trend, Kazakhmys Ins is facing a deteriorating loss ratio on the
compulsory MTPL line. The insurer's MTPL loss ratio weakened to 77% in 2015 from 56% in 2014.
The subrogation income on MTPL remained stable in both years at 5% of the line's premiums
carned. Fitch anticipates a further deterioration of the line's loss ratio in the Kazakh sector in 2016,
which is a particular challenge for Kazakhmys Ins with its growing exposure to the line.

The insurer's commission ratio weakened but remained modest at 13.3% in 2015 from 7.5% in 2014.
The administrative expense ratio remained burdensome at 46.7% in 2015 from 41 4% in 2014. Fitch
believes that a reduction in the expense ratio is essential for a healthier underwriting result,
particularly in the context of a major drop in commissions earned on outwards reinsurance in 2015.

Under Fitch's Prism factor-based capital model, Kazakhmys Ins's score was 'Strong' based on 2015
results. It weakened from 2014 due to the overlapping growth of net business volumes and
investment portfolio relative to the available capital. The recent capital injection is likely to improve
Kazakhmys Ins's score to 'Extremely Strong' in 2016, if the insurer does not face substantial net
losses or major dividend outflow. The insurer's regulatory solvency margin strengthened to 388% at
end-2M16 from 147% at end-2015. Kazakhmys Ins remains highly dependent on the quality of
reinsurance purchased.

RATING SENSITIVITIES

The ratings could be upgraded if Kazakhmys Ins improves the average credit quality of its
investment portfolio.

The ratings could also be upgraded if the company successfully executes its growth strategy, with a
sustainable improvement of the underwriting profitability and diversification of the portfolio.

The ratings could be downgraded if Kazakhmys Ins depletes capital either due to underwriting or
investment losses and demonstrates long-term inability to return to profitable underwriting.
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE
READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP:/FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS
AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
‘WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE
AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION OF THIS SITE.
FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS
RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST
IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS
ISSUER ON THE FITCH WEBSITE.




Fitch moarsepanio peiiTuHr crpaxopoil komnanuu Kazaxmeic Ha
ypoBHe «B+», nporno3 «CraduabHbIi»

(nepesod ¢ aH2nulick020 A3bIKA)
Fitch Ratings-Mocksa/Jlonnon-24 mapta 2016 r. Fitch Ratings moaTsepauno pedtuar GuHaHCOBOH
yerottunBoctH («P®V») crpaxosoit kommanun AO Kasaxmeic («Kasaxmbic») Ha ypoBHe «B+» 1
HarwoHasHEI POY «BBB(kaz)». ITporaos no peiituHraM — « CTaOHUIBHEIY.

KJIFOUEBBIE PEUTUHI OBBIE ®AKTOPBI

PEeHTHHTH OTPAKAIOT CHJIBHYIO KanWTAIH3AIMI0 KOMIIAHHH IS €€ YPOBHS PEMTHHIA, XOPOIIYIO,
XOTS ¥ YMEPEHHO CHHKAIOIIYIOCS, HPUOBIIBHOCTE W HHM3KOE CPEHCC KpEIUTHOC Ka4deCTBO
uHBECTUIIMOHHOro mnoprdessi. IloaTBep)xIeHHE DPEHTHHIOB TAKXKE YYHUTHIBACT CIIOKHOCTH, C
KOTOPLIMH CTaJKMBaeTcss KazaxMBIC B CBS3HM C pEalW3allMCH CTpaTerMd pocTa W BBICOKOH
3aBHCHMOCTBIO OT UCXOSIIErO NIEPECTPaXOBaHus.

3a 2 Mec. 2016 r. aKIHOHEPHI KOMITAHHY OCYIECTBIJIM B3HOC aKLIMOHEPHOTO KAIMTajla B pasMepe
3,6 MIpi.  TeHre, yBeaMuMB ero no 4,25 Miapa. TeHre. DBBUIO  TPOBEIACHO HEKOTOpOE
repepacnpesieNieHne aKiui MeXIy aKI[HOHEpaMH-(GU3HYeCKHMH JHIAMH, HO HX olmias X
yuacTust ocranach crabuinphoi Ha ypoHe 90,01%. Kopropamusa Kaszaxmbic, €IMHCTBCHHBIH
KOPIIOPaTHBHBIA aKIIMOHep, a TakKe KIo4eBOM KiueHT Kasaxmbica, COXpaHWIIa CBOKO IOITIO B
9,99%. OCHOBHBIMH 3a/@4aMH TOBLINICHHS KanuTata Kazaxmeica B Hadaine 2016 T. sSBISIOTCS
CHJIBHBIM pOCT cOOpOB, YIyHIICHHE IUBCPCHPUKALUK TOPTHENS W CHIDKCHHME HCIOJIb30BaHUS
nepecTpaxoBaHHUsl.

ITocrie HOBBIMECHMS KATATAIA MHBECTUIIMOHHAs cTpaTerust KaszaxmMeica ocranack cOKyCHPOBAaHHON
B OCHOBHOM Ha MHCTPYMEHTAX ¢ (MKCHPOBAHHON T0XOMHOCTHIO (92% mopTders Ha KoHell GeBpalst
2016 T.), HO ¢ HEBBICOKHM KPCIAUTHBIM KayeCTBOM. 56% HOPTQENs NPeACTaBICHO JIOJTaPOBBIMH
MHCTPYMEHTAMH MECTHBIX OAHKOB, WMEIOIMX PEHTHHTH MPENMYINECTBEHHO B Kareropuu «By.
Fitch paciieHuBaeT Takoe co4YeTaHHE KaKk OCOOCHHO PHCKOBOE C YYETOM MaKpOIKOHOMUHYSCKOH
cpensl B Kazaxcrane.

Ha ocHOBe HeayMpoBaHHBIX pe3yibratoB 3a 2015 1. Kazaxmblc NMokasan CHIBHBIA pOCT IpeMui:
Ha 74% Ha OpyTTro-ocHOBE ¥ Ha 48% Ha HETTO-OCHOBE. Y POBEHD HCIIOJIL30BAHUS TICPECTPAXOBAHHS

OCTaJICst OUeHBb BHICOKHUM: 84% mpeMuit ObIT0 TIepeano Ha nepecrpaxosanue B 2015 1. (B 2014 r.:
82%).

Fitch paccmatpmBaer poct moprdens crpaxoBlIMKa Kak HeausBepcuunupoBaHHbIA. Ha HeTTO-
OCHOBE TaKOM POCT TOAKPEILISITICS NPEUMYIIIECTBEHHO 0053aTeTbHEIM CTPAXOBAHUEM I'DAXKAAHCKO-
NPaBOBOM OTBETCTBEHHOCTH BIIAAENbIEB TpaHCIOPTHBIX cpeacTs (OI'TIO) u, B MEHbIIEH CTEICHH,
cTpaxoBaHWeM pabOTHHKOB OT HecdacTHeIX ciydaeB Ha mpousBoactse (OCHC) B dopme
BXOJIAIIETO CTPAXOBaHWsI, MPHHATOTO OT KOMIIAHHH IO CTPaxOBaHMIO XM3HH. B pe3ynpTare Bec
OTTIO B 4uCTHIX COOpaHHBIX MpeMusax ToBeicuics g0 52% B 2015 1. ¢ 25% B 2014 1. Ota

TEH/ICHIMNS TIpoaoDKuiack B 2016 1., Koraa naHHas /10711 yBemuumiaack 10 74% 3a 2 mec. 2016 1.
(49% 3a 2 mec. 2015 1.).

Yucras mpubeuts Kasaxmeica Beipocia 10 921 muH. terre B 2015 1. ¢ 128 muH. Tenre B 2014 1.
Taxoit pocT OBUT JOCTUTHYT 3a CYET TOXOJOB OT BAIIOTHOM IEPEOLEHKH WHBECTHUIMHA B pa3Mepe
1,4 mupa. tenre (B 2014 1. yOBITOK OT BaJIKOTHOM nepeotieHkH B 0,1 MiIpjl. TEHTe), KOTOpbIE OBIIH
MOJIYYCHBI B KOHTEKCTE 3HAUNTEIBHON JeBasibBaiK TeHre B 2015 r. be3 1oxomoB OT BaIIOTHOM
HePEOIICHKH YUCTRIM pe3yJibTaT CTPaxOBIIMKA YXY/IIWICS 10 yOBITKA B pazMepe 66 MIIH. TEHTe 3a
2 mec. 2016 . (uucrast npudObLTH B pasMepe 307 MutH. TeHre 3a 2 Mec. 2015 1.).



AHJCPpalTHHTOBBIA Pe3yJbTaT CTPAXOBINKMKa OBUT OTpULIATEIHHBIM Ha ypoBHE 209 MIH. TEHTE B
2015 r. npu xomMOuHMpOBaHHOM Kodddunuente B 106,7%, uto npeacrasiser coboil ymepeHHOE
ociabsierue o cpaBHeHHIO ¢ 105,1% B 2014 1. KoadduureHt yopirounoctd ymyqmuics 10 82,1%
B 2015 r. mo cpaeuenuo ¢ 97,8% B 2014 T. U MOANEPKHUBAICS BRICBOOOKICHUEM PE3EPBOB 110
CYIIECTBEHHO COKPATHBINEMYCS CTPaXOBAHHIO OT HECYACTHOTO CJIydas W, B MEHBIIEH CTENeHH,
BBICBOOOX/ICHHEM DPE3epBOB MO MPEIABIAYIIEMY TOAy II0 CTPaxOBAaHUIO HMMYILNECTBA. 3aMETHOE
MO3UTHBHOC BJIMSIHUEC HA KOMOWHUPOBAHHEIM KOXPOUIHMEHT TAK)KE OKa3asl CyOpOTarioHHbIN JT0XO0.T
B pasmepe 850 mura. Terre, nonyuerubiit mo OCHC B 2015 1. Fitch paccMaTpuBano nanHyio cTaThio
KaK «IPOHHe TOXOBI OT CTPaXOBOH JEATEIBHOCTHY B paMKaX KOMOWHUPOBAHHOTO KO3 GHUIMEHTA.

B cootBercTBUM ¢ ofmiedl TeHmeHmmeH B cekTope KazaxMmpic CTaIKHBAcTCA C YXYALICHHEM
koadpdunuenta yosrrounoctd mo OI'TIO. Koaddunuent yorirounocta no OI'TIO y cTpaxoBmHKa
ocnad o 77% B 2015 r. mo cpaBueHuio ¢ 56% B 2014 1. CyOporanmonnsri goxon mo OI'TIO
ocraBajlcs CTaOWIbHBIM B TEUeHHME 00OWX JIeT Ha ypoBHE 5% oT 3apaboTaHHBIX NpPEMHH IO
JAaHHOMY BUAY cTpaxoBaHus. Fitch oxunnaer nanpHelfiee yxyameHne KodpduimeHTa
yOBITOYHOCTH 110 JAHHOMY BHIY CTPaxOBaHHUS B Ka3aXCTaHCKOM CTPaxoBOM cextope B 2016 T., uTto
npezcraniseT coboil ocodyro crnoxHOoCTh st KasaxMmbica B CBS3H ¢ pacTyIel Joael JaHHOrO BUIa
CTpaxoBaHUs.

KoadduimentT akBH3MIHMOHHBIX PacXO0B y CTPaxOBIMMKA YXYANIMICS, HO TO-TIPEXHEMY OBLI
HeBBICOKMM Ha ypoBHe 13,3% B 2015 r. mo cpasHenuio ¢ 7,5% B 2014 1. KoaddurmeHnt
aAMMHHUCTPATUBHBIX PAcXOMIOB OCTaBwICAd OOpPEeMEHUTENbHBIM Ha ypoBHE 46,7% B 2015 T. 1o
cpaBHeHMIO ¢ 41,4% B 2014 r. Fitch momaraer, uto cokparmenne KOdQPHIHEHTa PACXOI0B UMEET
OUYEeHb BaKHOE 3HaucHHe A7 Goiee XOpOIIEro aHeppalTHHTOBOTO Pe3yJbTaTd, B YaCTHOCTH B
KOHTEKCTE OYEHb 3HAUNTENBLHOTO MAJACHUsT KOMUACCHI TI0 UCXOIAIIEMY niepecTpaxoBanuo B 2015 r.

Cornacro wucnonszyemoit Fitch ¢axTopHo#t Momenu kanwmrana «[Ipusma», Kazaxmeic wumen
nokaszarens «CHIBHBIRY, Hexoas u3 pe3ynsraToB 2015 1. On ocnab o cpasHenuio ¢ 2014 r. BBUAY
OTICPEIKAIOMIETO POCTA YUCTHIX OOBEMOB OM3HECA M MHBECTUIIMOHHOTO MOPT(Es OTHOCHTEIBHO
uMmeronterocs Kanurtaina. HemaBHui B3HOC KanuTalla, BEpOSITHO, YAYUIIMT JAaHHBIA TOKa3aTedb Y
Kazaxmbica 10 ypoBHst «OueHb CHIBHBIN» B 2016 T., €ClTH CTPAxXOBIIHK HE CTOJKHETCS C
CYWIECTBEHHBIMM YHCTBHIMU YOBITKAMH MM KPYITHBIMH JABUJICHIHBIMH BBILJIATAMH. PeryIaTUBHAs
Map:ka TIaTeXKeCIIoCOOHOCTH y CTPaxoBIINKa yKpemmtach 10 388% Ha konell 2 Mec. 2016 r. mo
cpaBHeHUIO ¢ 147% Ha xomerr 2015 r. KazaxMeIic ocraercs B BRICOKOM CTENEHH 3aBHCHUMBIM OT
KadecTBa NprodperaeMol mepecTpaxOBOYHON 3alTUTHI.

®AKTOPBI, KOTOPBIE MOT'YT BJIMSITh HA PEUTUHI'M B BY IVILIEM

PelTHHTH MOTYT OBITh TTOBBIIICHBL, eIl Ka3axMbIc yIYUIIHT cpe/iHee KPEIUTHOE KAYECTBO CBOETO
HHBECTUIIHOHHOTO MOPTHEIIS.

PeliTHHIM Takxe MOTYT OBITh TTOBBILIEHBI B cTydae YCIEITHOTO OCYIIECTRIEHH KOMIaHueH cBoeit
CTPATEruu pOCTa MpPH CYIIECTBEHHOM YIYYINCHUM NPHOBIIBHOCTH CTPAaXOBOH JESTCIBHOCTH H
TuBepcuUKauu mopTdherts.

PeliTuHr MOryT OBITH NOHMXKEHBI, ecii KasaXxMbic H3pacxojyer KalHTal BBHAY YOBITKOB OT
CTPaxOBOM NCATENBHOCTH MM WHBECTHIHOHHBIX YOBITKOB # OYAET JIE€MOHCTPHPOBATH

JOJITOCPOYHYIO HECTIOCOOHOCTH BEPHYTHCS K MPHUOBIIBHOM CTPAXOBOM JEITENLHOCTH.

KoHTaxTsI;
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IIpuMeHNMbie METONOJOTHH:
«PelfTHHrOBaHUE CTPaXOBhIX KoMIanuity/Insurance Rating Methodology (16 cenrs6pa 2015 r.):
https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=871172
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HA BCE KPEIWTHBLIE PEWTUHIU FITCH PACTIPOCTPAHSIOTCA OIIPEJEJIEHHBIE OTPAHMYEHMA U
JMCKJIEMMEPLL. MBI TIPOCUM BAC O3HAKOMMTBCSA C OTHMU OIPAHMYEHMAMH U
IUCKJIEAMEPAMU 10 CCBUIKE: HTTP:/FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS.
KPOME TOT'O, OINPEAEJEHMS PEMTUHIOB U VCJIOBUS MX MCIOJB30BAHUA JIOCTYIIHbI HA
O®UIIMAJILHOM HWHTEPHET-CAHUTE ATEHTCTBA WWW FITCHRATINGS.COM. HA CAUTE B
MOCTOSIHHOM JIOCTYIIE TAKXE PA3MEWIEHBI CITMCKH OIIYBJIMKOBAHHBIX PEATUHIOB U
METOJIOJIOTUY MPUCBOEHWSA PEUTUHIOB. B PA3JIEJIE «KOJEKC IPO®ECCHOHAJIBHON B3TUKU»
CAMTA HAXOISTCS KOJIEKC INMPOPECCHOHAJIBHON 3THKM FITCH, TIOJIMTUKA ATEHTCTBA B
OTHOLIEHUM KOH®UAEHLIMAJIBHOM MH®OPMALIMY, KOH®JIMKTOB HMHTEPECOB, «KUTAVICKOM
CTEHbIy MEX/TY A®OWIMPOBAHHLIMU CTPYKTYPAMHU, [IOJTMTHUKA HAJZI3OPA 3A COBIIOJEHMEM
VCTAHOBJIEHHBIX IIPABIJI M TIPOYEE. PYCCKOSI3LIYHBIE BEPCUM OIPEJIEJIEHWM PEUTHHIOB U
METOJIOJIOTUM MX TTPMCBOEHWS, CIKUCKOB PEUTHHIOB WM AHAJIMTUYECKMX OTYETOB 11O
SMUTEHTAM POCCUM M CHI PASMELIEHBI HA O®UIMAJTILBHOM PYCCKOS3BIYHOM CAHTE
ATEHTCTBA WWW.FITCHRATINGS.RU. FITCH MOTJIO MNPEJOCTABJATL JIPYTUE PA3PEHIEHHBIE
VCIIVTU PERTHMHIYEMOMY DJOMUTEHTY WIM CBSI3AHHBIM C HUM TPETBUM CTOPOHAM.
MHOOPMAIIMS O JTAHHOHM YCJIVTE IPUMEHUTEJIFHO K PEUTUHIAM, 10 KOTOPBIM BEAYIIAHN
AHAJIUTHUK BASUPYETCS B IOPUIMUECKOM JIMLE, 3APETUCTPUPOBAHHOM B EC, ITPEJICTABJIEHA
HA KPATKOM CTPAHUIIE T1O SMUTEHTY HA BEBCAMTE FITCH.



