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Research Update:

Nederlandse Financierings-Maatschappij Voor
Ontwikkelingslanden 'AAA' Ratings Affirmed,;
Outlook Negative

Overview

 Qur ratings on devel opment bank Nederl andse Fi nanci eri ngs- Maat schappi ]
voor Ontwi kkel i ngslanden N.V. (FMD reflect its critical role and
integral link with the Dutch governnent.

* W are therefore affirmng our ' AAA" long-termand 'A-1+ short-term
i ssuer credit ratings on FMO

« The negative outlook reflects the outlook on the | ong-term sovereign
rating on the State of the Netherl ands.

Rating Action

On Cct. 31, 2013, Standard & Poor's Ratings Services affirned its ' AAA
long-termand ' A-1+ short-termissuer credit ratings on devel opment bank
Neder | andse Fi nanci eri ngs- Maat schappij voor Ontw kkel i ngsl anden N. V. (FMO).
The outl ook is negative.

Rationale

The ratings on FMO are equalized with the ratings on The Netherl ands,
reflecting our opinion that there is an alnost certain |likelihood that the
Dut ch government woul d provide tinmely and sufficient extraordi nary support to
FMO in the event of financial distress.

In accordance with our criteria for governnent-related entities, our rating
approach factors in our view of FMJO s:

e Critical role as the key governnment vehicle for pronoting private-sector
growt h in devel opi ng countries, an inportant public policy goal in The
Net her | ands; and

* Integral |ink between the governnent and FMO. The ratings reflect the
conmpany's 51% gover nnent ownershi p and strong sovereign
support--including the operating nai ntenance obligation, liquidity

provi sions, and solvency conmitnent. The governnent also has a track
record of |ending support to FMO

Sovereign support was formally codified in the 1998 agreenent between FMO and
the state. Under Article 8 of the agreement, the state is legally required to
enable FMOto neet its obligations on tinme, and is a key liquidity provider
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The duration of the agreenent is indefinite and its termnation requires 12
years' notice by either party. The Netherlands' |ong-termconmitnent to, and
support of, FMOis also denonstrated by the sovereign's obligation in nost

ci rcunst ances to safeguard the conpany's solvency (Article 7 of the
agreement). W understand that the state provides a mmintenance guarantee on
FMO s operations. Accordingly, FMO s creditors have no direct recourse to the
Dutch governnent; rather, the governnent's obligation is to FMO

FMO supports businesses and financial institutions in devel oping countries by
providing capital and skills. It does so by arranging |oans (€2.9 billion net

| oans out standi ng at June 30, 2013), investing in private equity (€973 mllion
as of June 30, 2013), providing guarantees, and other investment pronotion
activities. In addition, FMO manages several off-bal ance-sheet devel opnent
funds on behal f of, and at the risk of, the Dutch governnent: these were
approxi mately 10% of FMJ s total assets at the end of June 2013.

The Dutch government has apportioned an additional €140 million to FMO over
2013, highlighting FMO s inportance in achieving governnent devel opnent

policy. FMJ s dividend policy has al so changed slightly; the governnent may
now take an increased dividend of up to 100% of distributable profit (about 5%
of total), conmpared with 40% 60% previously. W viewthis as a reflection of
the significant capital provided to FMO by the governnent. However, we do not
expect the effective dividend payout ratio to change in the coning years.

FMO s net profit was €146 nmillion in 2012, an increase over €93 mllion in
2011. The inprovenent was mainly the result of inmproved inconme on equity

i nvestments and | ower provisioning. Net interest inconme, the nost significant
conponent (nearly 60% of FMJ s revenues, grew slightly over 2011 figures.
However, we continue to expect the operating environnent, particularly with
regards to equity investnments, to renmain challenging. Were FMO has been abl e
to exit equity positions, they have continued to yield | ess than before the
crisis, despite robust energing market grow h.

I nvestment fund participations grew by nearly 20% over 2012--but funds
typically do not invest over their first few years, which therefore depresses
rel ated revenue. Looking ahead, we expect that FMJ s on-bal ance-sheet growth
will remain steady, in the region of 5% 7% per year. This is in line with
management' s expectations, albeit tenpered slightly by sone likely
deterioration in asset quality (nonperform ng |oans are at about 4% . W
expect fee revenue to increase fromcurrent levels (8% of total incone) as FMO
pursues nore anbitious off-bal ance-sheet growh. Gven the nature of its

busi ness and the high level of equity and nezzani ne financing, we view FMJ s
financial results as noderately volatile. Based on FMJ s track record of
managi ng energi ng narket risks, we expect that the conpany will remin
profitable.

Shar ehol der equity renmi ned strong at 33% of total assets. W expect that FMO
will neet its 2014 maturities of €1.4 billion, slightly higher than average,
t hrough further diversifying bond issuance.
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Outlook

The negative outl ook on FMO reflects that on The Netherlands. G ven the
current cross-party consensus, Standard & Poor's expects FMO to continue to
play a critical role in the Dutch governnent's econonic devel opnent plans and
policies regardl ess of the governnent's conposition.

Shoul d we receive new information that would lead us to reassess FMJ s
integral link and critical role with respect to the Dutch governnent, we could
lower the rating to below that on The Netherl ands.

Related Criteria And Research

« Rating Governnent-Related Entities: Methodol ogy And Assunptions, Dec. 9,
2010

Ratings List

Rati ngs Affirned

Neder | andse Fi nanci eri ngs- Maat schappij voor Ontw kkel i ngsl anden N. V.
Sovereign Credit Rating AAA/ Negat i vel A- 1+
Seni or Unsecured AAA

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box |ocated in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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