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Disclaimer 

© AM Best Company (AMB) and/or its licensors and affiliates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND 

NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, 

REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY 

MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it 

to be accurate and reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information contained herein is provided “AS IS” 

without warranty of any kind. Under no circumstances shall AMB have any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting 

from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or any of its directors, officers, employees or 

agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b) any direct, 

indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if AMB  is advised in advance of the possibility 

of such damages, resulting from the use of or inability to use, any such information. The credit ratings, financial reporting analysis, projections, and other observations, if any, 

constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, 

sell or hold any securities, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific 

purpose or purchaser.  Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. Credit ratings do not address any other risk, 

including but not limited to, liquidity risk, market value risk or price volatility of rated securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, 

TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION 

IS GIVEN OR MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or 

purchasing decision made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each 

security or other financial obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider 

purchasing, holding or selling. 

 

Regulated by the Dubai Financial Services Authority as a Representative Office. 
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A.M. Best’s Rating Process 

Building Block Approach 
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Balance Sheet Strength: BCAR Scores 

VaR Level (%) BCAR BCAR Assessment 

99.6 > 25 at 99.6 Strongest 

99.6 > 10 at 99.6 & ≤ 25 at 99.6 Very Strong 

99.5 > 0 at 99.5 & ≤ 10 at 99.6 Strong 

99 > 0 at 99 & ≤ 0 at 99.5 Adequate 

95 > 0 at 95 & ≤ 0 at 99 Weak 

95 ≤ 0 at 95 Very Weak 

BCAR  = 
( Available Capital - Net Required Capital) 

   x 100 
Available Capital 

Updated BCAR Formula 

Four scores corresponding to the 95%, 99%, 99.5% and 99.6% confidence level; 
translates to a BCAR assessment 
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Balance Sheet Strength: The Baseline Assessment 

Overall Balance Sheet Strength Assessment 

C
o

m
b

in
e

d
 B

al
an

ce
 S

h
e

et
 A

ss
e

ss
m

e
n

t 
 

(R
at

in
g 

U
n

it
 /

 H
o

ld
in

g 
C

o
m

p
an

y)
 

Country Risk Tier 

  CRT-1 CRT-2 CRT-3 CRT-4 CRT-5 

Strongest a+/a a+/a a/a- a-/bbb+ bbb+/bbb 

Very Strong a/a- a/a- a-/bbb+ bbb+/bbb bbb/bbb- 

Strong a-/bbb+ a-/bbb+ bbb+/bbb/bbb- bbb/bbb-/bb+ bbb-/bb+/bb 

Adequate bbb+/bbb/bbb- bbb+/bbb/bbb- bbb-/bb+/bb bb+/bb/bb- bb-/b+/b 

Weak bb+/bb/bb- bb+/bb/bb- bb-/b+/b b+/b/b- b/b-/ccc+ 

Very Weak b+ and below b+ and below b- and below ccc+ and below ccc and below 
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Balance Sheet strength: 

GCC BCAR scores @ 99.6% (1-in-250)  
(as at September 30, 2018) 
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81% 
78% 

69% 68% 
66% 65% 64% 62% 

59% 
55% 

51% 
49% 47% 45% 45% 43% 43% 

36% 35% 
32% 32% 

26% 

GCC Average 

 “Strongest” 
Threshold 
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Balance Sheet strength: 

rest of MENA BCAR scores @ 99.6% (1-in-250)  
(as at September 30, 2018) 

60% 60% 
57% 

52% 
49% 49% 

45% 

37% 

24% 
22% 

20% 
17% 

15% 
12% 

Misr Ins First Ins Tunis Re Bankers Arab Re ARABIA-J AOIC AMIG ARABIA Jordan
Ins

Milli Re Jordan
French

Al Ittihad MEICO

MENA Average 

 “Strongest” 
Threshold 
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Balance Sheet strength: breakdown of Capital requirements 
(as at September 30, 2018) 

• Investment risk (equity and real estate) is the main driver  
of capital requirements  

• Asset charges incorporate CIC and concentration risk factors 
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Balance Sheet Strength: 

Relationship of BCAR to Balance Sheet Strength 
(as at September 30, 2018) 

BCAR Balance Sheet Assessment 

Assessment Strongest 
Very 

Strong 
Strong Adequate Weak Very Weak 

Strongest - 67% 16% - - - 

Very Strong - 2% 8% - - - 

Strong - - 6% - - - 

Adequate - - - - - - 

Weak - - - - - - 

Very Weak - - - - - - 

Most rated companies have “strongest” BCARs, 
with “Very Strong” balance sheet assessment 
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Balance Sheet Strength: Summary  
(as at September 30, 2018) 

0% 20% 40% 60% 80% 100%

Appropriateness of Reins

BCAR

Capital structure / leverage

Holding Company Analysis

Quality of Capital

Reserve Quality

Financial Flexibility

Receivables

Liquidity

Quality of Assets

Stress Tests

ALM

Reinsurance Dependence

Balance Sheet Assessment 

Positive Negative
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Operating Performance: Technical ratios and volatility in MENA 
(as at September 30, 2018) 
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Operating performance: Technical Ratios in MENA  
(as at September 30, 2018) 

60% 
70% 

80% 
95% 

Strong Adequate Marginal Weak

Loss Ratios 

84% 
99% 107% 

149% 

Strong Adequate Marginal Weak

Combined Ratios 
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Operating performance: Return on Equity  
(as at September 30, 2018) 
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Summary of operating performance in MENA  
(as at September 30, 2018) 

Operating performance assessed against appropriate benchmarks 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Underwriting Performance

Sources of Income

Earnings Volatility

Investment Performance

Dependence on Commission

Positive Negative

Operating Performance Assessment 
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Summary of business profile in MENA  
(as at September 30, 2018) 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Product Diversification (gross)

Market Position

Distribution

Management Quality

Regulatory Risk

Degree of Comptetion

Dependence on Third Parties

Data Quality

Pricing Sophistication

Innovation

Geographical Diversification

Product Diversification (net)

Size

Positive Negative

Business Profile 
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Enterprise Risk Management (ERM) 

Framework Assessment Components 

Risk Identification and Reporting 

Risk Appetite and Tolerances 

Stress Testing 

Risk Management and Controls 

Governance and Risk Culture 

Framework Assessment Descriptors 

Embedded 

Developed 

Emerging 

Nascent 

Unrecognised 

Assessment of Capabilities Relative to Profile 

Product and Underwriting Risk Investment Risk 

Reserving risk 
Legislative/Regulatory/Judicial/ 

Economic Risk 

Concentration Risk Operational Risk 

Reinsurance Risk Liquidity and Capital Management Risk 
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ERM: risk framework in MENA 
(as at September 30, 2018) 
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Reporting

Risk Management and
Controls

Governance and Risk
Culture

Embedded Developed Emerging Nascent Unrecognised

• Lack of robust ERM framework is a negative rating factor 
• Most frameworks within the “emerging” phase 
• No frameworks viewed as embedded 
• Failure to demonstrate improvements (relative to benchmark) may result in 

greater pressure on the building block assessment 

MENA Risk Framework 
(percentage of companies) 
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Risk Profile vs Risk Capability in MENA  
(as at September 30, 2018) 
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a a- bbb+ bbb bbb- bb+ bb

Issuer Credit Rating 

Sep-17 Sep-18

Improved capitalisation and / or 
operating performance 

Upgrades / Positive Actions 

Weak technical performance, 
governance issues and / or  
reducing business profile 

Downgrades / Negative Actions: 

Outlook to Positive

Upgraded

Assigned

Affirmed

Withdrawn

Outlook to Negative

Downgraded

Rating Actions 

Distribution of Ratings ‒ MENA  
(as at September 30, 2018) 
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Building Blocks – Evaluation by Company Count 
(as at September 30, 2018) 

14 14 
10 11 

a- bbb+ bbb bbb-

Balance Sheet Strength 

25 
18 

5 

[VALUE
] 

Strong (+1) Adequate (0) Marginal (-1) Weak (-2)

Operating Performance 

22 
27 

Neutral (0) Limited (-1)

Business Profile 

36 

13 

Appropriate (0) Marginal (-1)

Enterprise Risk Management 
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Final Thoughts 

• Governance 

– Restatements 

– Write down of assets 

– Reserve strengthening 

– Fraud 

 

• Volatility 

– High asset risk 

– Fluctuations in 

operating performance 

– Buffers required in RAC  

 

• Regulation 

– Short-term volatility 

– Longer-term stability 

– Stronger solvency 
regimes 

 

• ERM 

– Improved basic structures 

– Lack of effective utilisation 

– Higher prospective 

benchmarks 
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