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Research Update:
Credit Guarantee And Investment Facility

Assigned 'AA+/A-1+' Foreign Currency Ratings;
Outlook Stable

Overview

e The rating on CA F reflects our view of the facility's conservative
guarantee and investnment strategies, as well as operational support
during the start-up phase fromits 18. 6% ower AsDB.

* CAF lacks an established track record and faces concentration risk.

« W are assigning our 'AA+/ A-1+ foreign currency ratings and 'axAAA/ --'
ASEAN scal e rating on C4AF.

» The stable outlook reflects our expectation that CAF will develop its
busi ness cautiously and that the facility will adhere to prudent capital
and liquidity guidelines.

Rating Action

On May 25, 2012, Standard & Poor's Ratings Services assigned its 'AA+
long-termand ' A-1+' short-termforeign currency ratings on Credit Cuarantee
and Investment Facility (CAF). The outl ook is stable. W al so assigned our
"axAAA/ --' ASEAN scale rating on the facility. CAdF is a trust fund

est abl i shed by the Asian Devel opment Bank (AsDB; foreign currency

AAA/ St abl e/ A-1+), which is the facility's 18.6% owner.

Rationale

The ratings on CAF are supported by the facility's 100% capital coverage of
its insurance obligations, its mandate to hel p devel op | ocal and regional
currency debt markets in the Association of Southeast Asian Nations (ASEAN)
region, and its close ties with AsDB. CAF will provide guarantees for bonds
i ssued by entities domciled in the 10 countries that are menbers of ASEAN,
and Chi na, Japan, and Korea, where the bonds are denom nated in ASEAN
currencies. According to CAF s strategy, if the facility decides to extend
guar antees exceeding its capital base, it will re-insure all such guarantees
with insurers rated at |east 'AA .

CAF s lack of a track record and concentration risk constrain the ratings.
There is no clear energency support mechanismfor CAF, although the Facility
invests its capital in liquid assets rated 'AA-' or higher. Wile CAdF has
concentration risk to the 10 countries in ASEAN as well as China, Japan, and
Korea, given its relatively focused operations, the risk is likely to

di ssipate as the facility expands.
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Research Update: Credit Guarantee And Investment Facility Assigned 'AA+/A-1+"' Foreign Currency Ratings;
Outlook Stable

Except for AsDB, CA F' s other sharehol ders are soverei gn governnents or
government-rel ated entities of the countries in which the facility operates.
CAF ains to pronote econom ¢ devel opment and capital market resilience by
hel pi ng to devel op deep and |iquid ASEAN currency bond markets.

CAdF s nain function as the guarantor of ASEAN currency bonds is to manage
currency mnmi smatches between the financing currency and the currency which the
obligor uses in nost of its operations, as well as to facilitate | onger-term
bond i ssuance. CG F also helps facilitate bond narket access for conpanies and
projects seeking entry to regional financial markets outside their home
countri es.

Outlook

The stable outlook reflects our expectation that CAF will develop its
busi ness cautiously. W also expect the facility to adhere to prudent capita
and |iquidity guidelines.

We could raise the ratings if CAF mmintains conservative operations, keeps
its risk exposures |ow, and develops a favorable track record. W coul d | ower
the ratings if weak asset quality, low profitability, or other devel opnments
such as increasing currency risks weigh on CAdF s financial perfornmance or
weaken its mandate

Related Criteria And Research

 Bond | nsurance Rating Methodol ogy And Assunptions, Aug. 25, 2011
e Ceneral Criteria: Principles O Credit Ratings, Feb. 16, 2011

Ratings List
New Rat i ng

Credit Guarantee and |Investnent Facility
| ssuer Credit Rating
Forei gn Currency AA+/ St abl e/ A- 1+
ASEAN scal e rating axAAA/ - -/ --

Conplete ratings information is avail able to subscribers of RatingsDirect on
the G obal Credit Portal at www gl obalcreditportal.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

col umm.
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