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Credit Rating Announcement

National Bank of Yemen’s Financial Strengthen Rating Affirmed

Capital Intelligence (CI), the international credit rating agency,
today announced credit rating action on National Bank of Yemen
(NBY), based in Aden, Yemen. The Financial Strength Rating
(FSR) is maintained at BB- . The FSR is supported by NBY’S
high capital adequacy, continued profitability, good liquidity, and
improved loan asset quality. The Rating is constrained by the dif-
ficult environment- specially the severe weakness in the economy
and the attendant risk to the Bank’s financials. The Outlook for
FSR is maintained at ‘stable’. NBY’s Long-Term Foreign Cur-
rency Rating is amended to ‘C+’, as is the case for other Yemeni
banks. The Short-Term Foreign Currency Rating is affirmed at ‘C’
reflecting CI’s view of country risk factors for Yemen. The Out-
look for NBY’s Foreign Currency Rating is lifted to ‘Stable’ from
‘Negative’. The Support Rating is maintained at ‘3’, reflecting full
government ownership, combined with the moderate capacity of
the government to support the banking sector.

NBY,a wholly-owned Yemeni Government commercial bank, pos-
sesses a balance sheet with exposure mainly in the form of short-
term Yemeni Treasury bills (T-bills)- which form well over one-
half of total assets. Central Bank of Yemen and other bank deposits
are also significant relative to the size of the balance sheet. In con-
trast, the loan portfolio is very small at less than ten per cent of to-
tal assets. As a result of this mix, the capital adequacy ratio (CAR)
is extremely high given the zero risk-weight assigned to Yemeni
T-bills. Nonetheless, against total assets, capital is reasonable.
NBY has recorded a consistent record of profitability over many
years, driven by interest earned on T-bills. Profitability improved
in 2012, although this was boosted by provision write-backs. The

AY Ve slo 2 alall (geiud! a4

Bank has consistently written back provisions through the P&L as
it is conservative in its provisioning policy.

There remains significant credit risk in Yemen, reflecting the on-
going economic and political challenges.

Nonetheless, there has been a slight recovery in the operating en-
vironment in both 2012 and 2013 but many challenges remains.

( NBY continues to be the best overall performing bank in Yemen),
aided by a conservative management, which directs a well capital-
ized and liquid balance sheet. Non-performing loans (NPLs) de-
clined in 2012, reflecting slightly better conditions. NPLs are not
material as the loan portfolio remains very small against total as-
sets and capital. Non—performing assets to total assets is very low.
Unprovided NPLs to free capital is also very low, reflecting good
provisioning and high free capital.

The customer deposit base also strengthened in 2012 due to im-
proved confidence.

NBY was established in 1969 in the former people’s Democratic
Republic of Yemen (South Yemen) as a state owned institution to
assume the business of a number of foreign banks nationalized at
that time.

Following the unification of the two Yemeni states in May 1990,
NBY extended its reach, but remains small by international stan-
dards in part due to its (even more) conservative approach than its
competitors.

As at end 2012, total assets amounted to YER 127,133mn (ap-
proximately USD 592mn).
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Coulrophobia — fear ness of clowns
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Hylophobia- fear ness of trees
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Trypophobia- fear ness of holes
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