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Research Update:

Dutch Development Finance Institution FMO
'AA+/A-1+' Ratings Affirmed; Outlook Stable

Overview

* W believe there is an alnost certain likelihood that the Dutch
governnent woul d provi de devel opnent finance institution FMOw th tinely
and sufficient extraordi nary support if needed.

 Consequently, we are affirming our 'AA+/ A-1+ ratings on FMO

» The stable outl ook on FMO refl ects that on The Net herl ands and our
expectation that the support fromthe Dutch government will continue.

Rating Action

On Nov. 5, 2014, Standard & Poor's Ratings Services affirnmed its ' AA+ A- 1+
| ong- and short-termissuer credit ratings on Dutch devel opment finance
institution and government-rel ated entity Nederl andse

Fi nanci eri ngs- Maat schappij voor Ontw kkelingsl anden (FMD). The outl ook is
st abl e.

Rationale

We equal i ze our ratings on FMOwith those on The Netherlands (unsolicited
rati ngs, AA+/ Stable/A-1+), reflecting our opinion that there is an "al nost
certain" likelihood that the Dutch governnent woul d provide tinely and
sufficient extraordinary support to FMOin 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 government vehicle for pronoting
private-sector growh in devel oping countries, an inportant public policy
goal in The Netherlands; and

e "Integral” link with the Dutch governnent. The ratings reflect the 51%
governnent ownership of, and strong sovereign support for FMD based on
t he governnent's maintenance obligation on FMJ s operations, its
liquidity injections, and its commtnent to preserve FMJ s sol vency, as
well as a track record of such support.

The 1998 agreenent between FMO and t he governnent formally codified sovereign
support to FMO. Under Article 8 of the agreenment, the governnment is legally
required to enable FMOto neet its obligations on time by providing liquidity.
The duration of the agreenent is indefinite and its termnation requires 12
years' notice by either party. The Netherlands' |ong-termconmitnment to, and
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support of, FMO is also denonstrated by the sovereign's obligation in nost

ci rcunmst ances to safeguard the conpany's solvency (Article 7 of the
agreement). W understand that although the government does not explicitly
guarantee FMJ s individual obligations, it views its maintenance guarantee on
FMO s operations as equivalent to an explicit guarantee. FMO s creditors have
no direct recourse to the Dutch government. 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 (€3.2 billion net

| oans out standi ng on June 30, 2014), equity investnments (€996 mllion),

guar antees, and other investnent pronmption activities. In addition, it manages
several off-bal ance-sheet devel opnent funds on behalf of, and at the risk of,

the Dutch governnment: these represented approximately 10% of FMO s tota

assets at the end of June 2014.

FMO manages the foll owi ng government funds: financing of Dutch small and

m dsi ze enterprises (SMEs) that invest in devel oping countries; a |loca
currency fund reaching out to SVMEs via financial institutions (MASSIF);
earmarked funds for infrastructure projects in |owincone countries (IDF); a
fund financing energy projects (AEF); and capacity devel opnent (CD). The

| atter enabl es targeted access to know how, bundled to neet a conpany's ful
organi zati onal needs, is financed by the Dutch Mnister for Devel opnent
Cooperation, and stinulates technical cooperation between devel opi ng country
conpani es and enterprises in industrialized nations.

The Dutch governnent allocated an additional €110 mllion to FMOin 2013
hi ghlighting FMJO s inportance in achieving governnent devel opment policy.

FMO s dividend policy has al so changed slightly over tinme. W understand the
shar ehol ders, including the government, nay now take an increased dividend of
up to 100% of distributable profit (about 5% of total profit), conpared with
40% 60% previ ously. Between 2007 and 2013, FMO retai ned on average over 97% of
its annual profits as capital. At 32% FMO s |leverage ratio is very strong,
reflecting high |l evels of equity on the bal ance sheet, which illustrates the
government's conmitment to the organi zation, as well as FMO s consi st ent
profitability.

FMJO s 2013 net profitability declined slightly versus 2012's, to €133 mllion
mainly due to lower equity investnent results because of the conplex financial
mar ket environment. Net interest income, the nost significant component of
FMO s revenues--just over 60%-grew slightly in 2013, conpared with one year
earlier. Nevertheless, in 2014, we expect FMJ s operating environment,
particularly with regard to incone on equity investnments, to inprove, as
reflected in first-half 2014 results standing at €42.9 nmillion for the six
nont hs, against €43.4 mllion in full-year 2013. W expect that FMO s | oan
growmh will remain steady, at about 5% 7% per year, in |line with nanagenent's
expectations, tenpered slightly by some deterioration in asset quality
(nonperform ng | oans anount to roughly 4% of total |oans).

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 5, 2014 3

1367609 | 301068513



Research Update: Dutch Development Finance Institution FMO 'AA+/A-1+' Ratings Affirmed; Outlook Stable

G ven the nature of its business and the high [evel of equity and nezzanine
financing, FMO s financial results are fairly volatile, in our opinion,
especially in an uncertain world growth environment. Based on FMJ s track
record of nanagi ng energi ng market risks, we expect that the conpany will
remain profitable despite what we consider to be a weakening of current gl obal
econom c growth conditions. Mreover, in March this year FMO received the full
banking license it had applied for fromthe Dutch Central Bank (DNB), further
inmproving its access to the international capital markets and widening its
financing options. FMO can now fully benefit from energency nonetary policy
nmeasures that the European Central Bank adopts.

Outlook

The stable outlook on FMO nmirrors that on The Netherlands and al so reflects
our expectation that the 1998 agreenent with the Dutch state will remain in
force for the foreseeable future.

If we receive new information that would lead us to reassess FMJO s integral
link with and critical role for the Dutch government, we could | ower the
long-termrating to bel ow that on The Netherl ands.

If we took a positive rating action on The Netherl ands, we would take a
simlar action on FMO, assuning that FMO continues to enjoy an unchanged role
and link with the government.

Related Criteria And Research

e 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 Ontwi kkel i ngsl anden N. V.
Sovereign Credit Rating AA+/ St abl e/ A- 1+
Seni or Unsecured AA+

Additional Contact:
SovereignAmericas; sovereignamericas@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 located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 5, 2014 4

1367609 | 301068513



Research Update: Dutch Development Finance Institution FMO 'AA+/A-1+' Ratings Affirmed; Outlook Stable

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 Moscow 7 (495) 783-4009.
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