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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
I{ZT4.25bn in 2M16. There has been some redistribution between individual shareholders of the

company, but their overall participation remained stable a|90.01yo. Kazakhmys Corporation, the

sole corporate shareholder and also a key customer of Kazakhmys Ins, has stayed at the current
999%. 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.
560/o 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 74Yo on a gross

basis and 48Yo on a net basis rn2015. The reinsurance utilisation ratio remained very high, with
84o/o 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, wotkers'
compensation insurance written as inwards business from life insurers. As a result, the weight of
MTPL in net written premiums grew to 52% in 20 1 5 from 25Yo in 2014. This trend has continued in
20 1 6 with this share growing to 7 4o/o in 2M I 6 from 49Yo in 2M I 5.

Kazakhmys Ins's net income improved toKZT92Im in 2015 from KZTI28nin2014. This was

achieved through KZTL4bn FX gains on investments (2014: KZTO.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 aKZT66m loss in2Ml6 (2M15: net profit of KZT307m).

The insurer's underwriting result was negative KZT209m in 2015 with the combined ratio at

106.70A, a moderate weakening from 105.1o/oin2014. The loss ratio improved to 82.1% in 20i5
from97 .8o/o in2014 supported by reserve releases in signihcantly 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 rn20l5. 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

.ornpulroty MTPL line. The insurer's MTPL loss ratio weakened ro 7lo/o in20l5 from 56%o rn20l4.
The subrogation income on MTPL remained stable in both years at 5Yo of the line's premiums

earned. Fitch anticipates a further deterioration of the line's loss ratio in the Kazakh sector rn2016,

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 13.3o/o rn2075 from 7 .5Yo tn2014.

The administrative expense ratio remained burdensome at 46.7% in 2015 from 41 .4o/oin 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 eamed 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 fiom 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' rn 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 I47o/o at end-2015. Kazakhmys Ins remains highly dependent on the quality of
reinsurance purchased.

RATI}JG 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

sustainabie 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 retum to profitable underwriting.
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Fitch rroATBepAr{Jro pefirraHr crpaxoBofi tcounannvr KasaxMblc Ha

ypoBHe <<B*>>, rpol'Ho3 <<Cra6nlsHsrfi>>

(nepeeod c auenuitcxoeo nzawa)

Fitch Ratings-Mocxna/ Ilontos-24 Mapra 2016 r. Fitch Ratings noArBep4u:ro pefirranr SunaHconoft
ycrofiulleocru (<P@Y>) crpaxoeoii rorrrnanuu AO Ka3axr,{stc (<Ka:axurrc>) na ypoBHe <Bt> u

HaUr4oHaJrbnsrfi P@Y <BBB(kaz)>. flponros no pefirunrarnr - <Cra6u:mnrrft>.

KIIOqEBbIE PEIZTI4H| OBbIE, OAKTOPbI

Pefiruuru orpor(aror crTnbHyro Kanr4TilJru3aul4ro KoMrraHI{Ir Ins ee ypoBHq pefirunra, xopolx}To,

xors lr yMepeHHo cHuxarouyrccq, npu6r'r:rrnocrr v HH3Koe cpe.qHee Kpe.4I{THoe KaqecrBo

r4HBecrr4uuoHHoro nopr$e.ru. flo4reepxAeHr{e pefiruHroe raKN(e yqLITbIBaer cJro)KHocrlr, c

KoropbrMr4 craJrKr{Baercr KasaxlaHc B cBq3u c pea,lr.I:aqueft crparerl{I,I pocra I4 errcorofr
3aBr{crrMocrbro or r4cxoAslrlefo nepecrpaxoBaHl4q.

3a2 wec.2016 r. aKrlr4oHepbr KoMrraHr,rrd ocyqecrBr{npl B3Hoc aKIIHoHepHoro KarII{raJIa B pa3Mepe

3,6 rr,r:rp.u. TeHre, yBenuqrrB efo .4o 4,25 MnpA. TeHre. Brt:ro [poBe.qeHo HeKoropoe

[epepac[pe4eneHr4e axuufi MexAy aKu[oHeparvru-Su:u.recKplMl4 JrI{uaMpI, Ho I4x o6ulaq Aor.[
yqacrtrfl, ocraJracb cra6u:mnofi Ha ypoBHe 90,0IoA. Kopnopauut Ka3axlruc, e4uncrneHnrrft

Koploparr4eHrrft aKrlrroHep, a raKx{e r:noqeeofi KJII{eHT Kagaxnmrca, coxpaHr'IJra cBolo Aonlo B

9,990 . OcnoeHrrr\4pr 3aAar{aMH [oBbrrrreHu.rr Kanprra,'Ia Ka:axMblca B Har{are 2016 r. sBrtrorcq
cullnsrfi pocr c6opoB, y.[yqrueHr4e Ar4Bepcu$r.maurau nopr$enq I4 cHLI)KeHI{e uclorb3oBaHuq
rrepecTpaxoBaHvs..

floc:re rroBbrrrreHuq KarHTarTa r{HBecrr4urToHHas crparerlrs KasaxMrtca ocrarracb cSor<ycupoeaHHoft

B ocHoBHoM Ha r.rHcrpyMeHrax c cpurcuposaHHofi AoxoAHocrsro (92oh noprtpe:rn Ha KoHeu $eepa,'rx
201,6 r.), Ho c HeBbrcoKrrM KpeAr{rHbrM Kar{ecrBoM. 56% noprr}enx npencraBneHo AonnapoBbIMI4
prHcrpryeHTaMu Mecrurx 6auxoB, r{Meroqux peftrunrll [pelrMyulecrBeHHo B Karefopupt <B>.

Fitch pacueHrrBaer raKoe cor{eraHr.re rar oco6eHHo plrcKoBoe c f{eroM Maxpo3KoHouuqecrofi

cpeAbr s Ka3axcraHe.

Ha ocnose HeayAr4poBaHHbrx pe3ynbraros za 2015 r. KasaxMblc IIoKa3aJI cI{JIbHbIft pocr npetrrafi:

sa 7 4Yo na 6pyrro-ocHoBe u ua 48Yo Ha Herro-ocHoBe. Ypoeenr ucrroJrb3oBaHlu nepecrpaxoBaHl{s

ocrar'rcs or{eHb BbrcoKrrM: 84o/onpewufi 6rrro [epeAaHo Ha nepecrpaxoBaH]Ie e 2015 r. (n 2014 r.:
82%).

Fitch paccMarprrBaer pocr noprSelr crpaxoBulr4Ka KaK He.ul4Bepcra$rauuposaHHrtft. Ha nerro-
ocHoBe raxoft pocr rroAKpelnqncq nper4MyrrlecrBeuHo o6qgarersuLlM crpaxoBaHl{eM rpaxAaHcKo-

npanoeoft orBercrBeHHocrr.r Bna.4enbueB rpaHcnoprHbx cpeAcrn (OflIO) u, s uenrureft creIIeHV,

crpaxoBaHr{eM pa6oruuxoB or HecqacrHbrx cnyrlaeB Ha npopl3BoAcrBe (OCHC) e (popnle

BxoAqrrlero crpaxoBaHulr, ilpuHqrofo or xounasuft rro crpaxoBaHllro xI{3HLI. B pesylrrare Bec

OffIO B lrprcrbrx co6panHsx rrpeMr{flx roBblcl4rcq ao 52Yo s 2015 r" c 25o/o s 2014 r. 3ra
reHAeHur4r rrpoAonxlTJracb B 2016 r., KofAa .{aHHaq Aonq yBenl4rruracb rc 74Yo za 2 l.rrec. 2016 r.
(49Yo za2vec.2015 r.).

r{ucraq npu6rr:n Kagaxrrauca Bbrpocna rc 921 MJrH. reHre u2015 r. c 128 MJrH. reHfe s2014r.
Tarcoft pocr 6rr:r Aocrr4fnyr 3a cqer AoxoAoB or Ba,rrorHoft nepeoueHKu plHBecruuptfi B pa3Mepe

1,4rr,l:rp,u. reHre (u2014 r.: y6rrrox or Ba,rrorHofi nepeoueHKrr B 0,1 rnlnpA. renre), Koropble 6rrln
nonyr{eHbr B KoHTeKcre 3Harrr4TenrHofi Aeea,rbBaurrr4 TeHre s 2015 r. Bes AoxoAoB or sa,T}orgofi
ilepeoueHKu qucmrfi pe3ynbrar crpaxoBrrrlrKa yxyArrrunct Ao y6rrrra B pa3Mepe 66 rr,r.nn. reHre 3a

2 wec. 2016 r. (.rucrax npu6rrrs B pa3Mepe 307 rr,r:nr. reHre za2 xqec.2015 r.).



AH4eppafirunronrrfi pe3ynbrar crpaxoBrrlura 6rur orprruarenbHblM Ha ypoBHe 209 rvr:rir. TeHre B

2015 r. npu xona6uHlrpoBaHHonr xoe$$uuueHre s 106,704, qro rpeAcraBrser co6ofi yMepeHHoe

ocra6.nenue no cpaBHeHuro c l05,lo/o s 2014 r. KosSSuqLIeHr y6rnounocru ynyqruxncs Ao 82,IoA
s 2015 f. uo cpaBHeHrlro c 97,8Yo s 2014 r. rr ro.qAepxuBancf, esrceo6oNAeHr4eM pe3epBoB rlo
cyuecrBeHHo coKparrrBrrreMycr crpaxoBaHr4ro or Hecr{acrHofo cnyqaq I{, B MeHbnteft cteneuu,
sbrceo6oxAeHr4eM pe3epBoB rro [pe.qbrAy[IeMy roAy no crpaxoBaHl{ro LIMyIIIecrsa. 3alaerHoe

rro3r{rr{BHoe BruqHt,ie na ronl6usuponaHnrrft xoo$QnqireHT raKxe oKa3an cy6poraquonsrrfi AoxoA
B pa3Mepe 850 rr,rnn. reure, ilonyr{eHHbrfi no OCHC e 2015 r. Fitch paccMarpuBano.4aHH}ro crarbro
KaK ((npoque AoxoAbr or crpaxoBofi resrelsHocrr.r) B paMKax xou6r.ruzpoBaHHofo xoe{SuuneHra.

B coorBercrBr4r{ c o6qefi TeH.qeHrIHefi s cexrope Ka:axnrbrc craJrKr4Baerc.f, c }xyArrreHr,reM
no:$rfuuueura y6rnoqHocru uo OflIO. Koe$SuqueHr y6uroqHocrr4 no O|IIO y crpaxoBrrllrKa
oc:ra6 rc 77oh e 2015 r. no cpaBHeHaro c 56oh e 2014 r. Cy6poraqnoHHrrfi AoxoA uo O|IIO
ocraBarc-s cra6u:rsHrrM B rer{eHue o6oux Jrer Ha ypoBHe 5Yo or :apa6orannux uperrauft no
.uaHHoMy euAy crpaxoBaHr4q. Fitch o)r{r4Aaer Aa.nrnefiuree }xyArxeHrTe Kog$$uur4eHra
y6rnouHocrr4 rro AaHHoMy Br4Ay crpaxoBaHr.r.f, B Ka3axcraHcKoM crpaxoBoM ceKTope e 2016 r., rrro
rrpeAcraBnrer co6oft oco6yro cJroxHocrb Arq Ka3axN{brca B cBf,3rT c pacryuefi Ao.nefi AaHHoro Br{Aa

crpax0BaHLrr.

Ko:$$uuneHr aKBpr3prurroHHbrx pacxoAoB y crpaxoBrrlr4Ka ),xyAuruncq, Ho no-rpexueny 6un
HeBbIcoKIrM Ha ypoBHe l3,3yo e 2015 r, ro cpaBHeHprro c 7,5o/o e 2014 r. Kos$$uquenr
aAMprHr4crparr4BHErx pacxoAoB ocraBarcq o6peueuureJrbHbrM Ha ypoBHe 46,7yo s 2015 f. rro
cpaBHeHI4Io c 41.,4o/o s 2014 r. Fitch rroJraraer, rrro coKpaqenne roo$$lruzeura pacxoAoB r4Meer

or{eHl' BaxHoe 3Har{eHI,Ie IIq 6olee xopomero aHAePpafiu4HfoBoro pe3ynbTaTa, B rracTHocTr,r B

KOHreKcre oqeHb 3Har{HTeJrbHoro [a,{eHr'r.[ KoMr4ccr4fi no ucxo4rrrleMy nepecrpaxoBaHr.rrc n 2015 r.

Couacso ucno:n:yeuofi Fitch $axropnofi MoAenr.r KanrrraJra <<flpu:lra>, KasaxN{rrc r{MeJr

noKa3arenb <Cu:nsufi), ficxolq H3 pe3ynbraros 2015 r. OH oc:ra6 tro cpaBHeHuro c 2014 r. BBr4Ay

orrepexarculero pocra r{I4crbIX o6:seNloe 6u:]Heca H r{HBecrr4rlr4oHHoro nopr$erir orHocuTeJrbHo
I{MCIOUICIOCfl KATII,ITAITA. HE4ANHIAfi B:HOC KAIIIITA,TA, BEPOflTHO, YNYtIruI4T AATTTTUfi IIOKA3ATCJIb Y
Ka:axnarrca Ao ypoBHq <OqeHr cumnrrft> s 2016 r., ecnn crpaxoBrrlr4K He croJrKHercq c

cyurecrBeHHblMl4 r{IrcrbrMl4 y6snxarrlr Lrnr4 KpyrrHbrMr{ Ar{Br4AeHAHbrMra BbrrrJraraMrr. Pery:urunnar
Mapxa rlJrarexecnoco6Hocrn y crpaxoBrrlr.rKa yKperprJracb ao 388% Ha KoHerI 2 wec.2016 r. no
cpaBHeHI4Io c 147% Ha KoHerI 2015 r. Ka:axnrrc ocraercq s errcoxoft crerreHr4 3aBHcLrMbrM or
KaqecrBa npuo6peraenoft uepecrpaxoBor{Hofi sarqursl.

oAKTOPbI, KOTOPbIE MOfyT BrII4-flTb HA PEI4TI4H|I4 B BynyLUEM

Peftrusru Moryr 6rrm uonrruleHbl, ecru Ka:raxMbrc ynyqrrIr.rr cpeAHee KpeAr.rrHoe KaqecrBo cBoero
pr HBecrn uHoHHoro n oprQe,rx.

PeftrIaHrIa raKxe Mofyr 6r,nr noerr[reHbr B cnyqae yclernHofo ocyrqecrBneHrrs KoMrrasueit csoefi
crpareruu pocra ilpl4 cyuecrBeHHoM ynyqneHuu upu6r,l:rbHocrr4 crpaxonoft AeqrenbHocrr4 p{

gueepcr'r QraKaurru nopr$eru.

Pefirunru Moryr 6rrrr nonuxeHbl, ec:ru Ka:axMbrc r43pacxoryer Karrr{TaJr BBr.rAy y6rrrron or
crpaxoeofi .4e.f,TerbHocrl4 ulrpr rrHBecrr4rlr4oHHbrx y6srrron v 6yAer AeMoHcrpr4poBarb
AonfocpoqHylo Hecuoco6Hocrr BepHyrbc{ x npu6rrlrHoft crpaxonofi 4errelbHocra.
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flpunreHlrurte MeronoJ'IorIIII :

<Peitrr4Hrosa6ne crpaxoBbrx xolrnasuit>r/lnsurance Rating Methodology (16 cenrr6pr 2015 r.):

https://rvww.frtchratings.com/creditdesk/reports/report frame.cfin?rpt-id:871 172

[ono,rnnre,rbHoe pacKpblrne ltr$opuautln :

Dodd-Frank Rating Information Disclosure Form
Solicitation Stafus

Endorsement Policy

HA BCE KPEAI,ITHbIE pEIZrr4HfH FITCH pAclrpocrPAH-slorc-s OIIPEAEnEHHbIE ofPAHI4t{EHrrA v
AI4CKnEIZMEPbI. MbI frpocl4M BAC O3HAKOMI4TbC' C 3THMI4 O|PAHHqEHWAMLI V

4Hcx-rrefruEpAMrr no cCbrJtKE: HTTp://FITCHRATINGS.COMAJNDERSTANDINGCREDITRATINGS.
KpoME Toto, otIpEAEJIEHr4fl. pEilTIrHfoB v ycnoBvlr HX I4clIoJIb3oBAHxll AocTyllHbl HA

Oot{UI{AnbHOM I4HTEPHET-CAIZTE AfEHTCTBA WWW.PITCHRATINGS.COM. HA CAI4TE B

rrocTorHHoM AOCTyTTE TAKXE PA3MEUIEHbI C[I{CKI4 OI]yBJII4KOBAHHbIX PEIZTHHTOB 14

METoAoJrorr{r4 trpr4cBoEHul pEiITI,{HroB. B PA3AEJIE (KOAEKC IIPO@ECCI4OHAJIbHOIZ 3THKI4)

cAfrTA HAXOMTCT KOAEKC rrpooECCHoHAJIbHofi 3THKI4 FITCH, nOJII4THKA AfEHTCTBA B

OTHO[rEHr4H KOHO]TAEHUI4AJIbHOIZ I4HoOPMAI-IHI{, KOHoJIHKTOB I4HTEPECOB, (KHTA'ICKOfr

cTEHbt) MEXAy AO@HJrr{pOBAHHbrMt{ CTPyKTyPAMI4, nOJII{TI4KA HAA3OPA 3A COEnIOAEHI4EM
yCTAHoBJIEHHbtx npABtrJr 14 rrpoqEE. pyCCKot3bIqHbIE BEPCI4H OTIPEAEJIEHViI' PEfrTr4HfoB I'I

METoAoJrofr4fr r4x rrpllcBoEHr4fl, cnr4cKoB pEIZruHfoB 14 AHAJII4TI'Ir{ECKI4X ortIEToB flo
3MI4TEHTAM poccr1r4 vr cHf pA3MEU-lEHbt HA ooI4UI4AJIbHoM PyccKo-s3brtlHoM CAIZTE

A|EHTCTBA WWW.FTTCHRATTNGS.RU. FTTCH MOfJIO TIPEAOCTABII'Tb APvfI4E PA3PEIIIEHHbIE
yCJIyfI4 PEilTI4HfyEMoMy 3MHTEHTY T4NVT CB'3AHHbIM C HI4M TPETbI4M CTOPOHAM.

t4HoOpMAUkrfl o AAHHOT1 yCJIyrE nPHMEHI{TEJIbHO K PEfiTHHTAM, IIO KOTOPbIM BEAyI]II4fr
AHAJII4TIIK EA3I4PyETCflBIOPVIAI4T{ECKOM JII4I-IE,3APE|I4CTPI4POBAHHOM B EC, nPEACTABJIEHA
HA KPATKOIZ CTPAUNUE ilO 3MI4TEHTY HA BEBCAfrTE FITCH.


