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Research Update:

QBE del Istmo Mexico, Cia. de Reaseguros S.A.

de C.V. 'BBB-' Ratings Affirmed; Outlook
Remains Stable

Overview

e (BE del Istnmo Mexico, Cia. de Reaseguros S. A de C V. (@BEMEX) registered
a 49.8% conbined ratio in June 2009, which is in line with our
expectations.

W are affirnming our 'BBB-' ratings on (QBEMEX

» The outl ook remains stable. It mrrors the outl ook on the parent conpany,
@BERI O reflecting our view of QBEMEX as a core subsidiary.

Rating Action

On Aug. 4, 2009, Standard & Poor's Ratings Services affirmed its ' BBB-'

| ong-term counterparty credit and financial ratings on QBE del I|stno Mxico,
Cia. de Reaseguros S.A. de C.V. (QBEMEX). W also affirned our 'nxAA Mexico
nati onal scale rating on QBEMEX. The outl ook remains stable.

Rationale

The ratings reflect our view of QBEVMEX as a core subsidiary of QBE del Istno,
Cia. de Reaseguros Inc. (QBERI G BBB-/Stable/--). The conpany's core group
status is based on a variety of factors. (BEMEX operates property and casualty
lines, which are conpatible with QBERI O s mai nstream busi ness.

The QBE del Istnmo brand is nmaintained, |everaging on the group's nane.
BEMEX operates nore as a division within the enterprise and exhibits the sane
types of business and is aligned with the group's focus in Latin Anerica.

The Mexi can operation was established specifically to serve the
second-1 argest market in Latin Arerica and to take advantage of potenti al
grow h opportunities. QBERI O s senior nanagers are deeply involved in QBEMEX s
day-t o-day operations. However, QBEMEX has its own nanagenent team and
operating capabilities. The Mexican subsidiary is adequately capitalized to
BERIOs levels. W believe it is highly unlikely that QBEMEX wi |l be sold,
given its significant size within the group and the strategic target of
mai ntai ning a | ocal operation in Mxico.

BEMEX registered a 49.8% conbined ratio in June 2009, which is in |ine
wi th our expectations. W expect an increase in clains during the second
gquarter of the year related to the hurricane season, but the conpany's
conbined ratio should remain at |ess than 100% By the end of second-quarter
2009, the Mexican subsidiary registered 121% growh in its net income conpared
with the sane period in 2008. The strong perfornance of the reinsurance
conpany results mainly froma good cl ai ns perfornance.
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Outlook
The stabl e outlook on QBEMEX reflects that on its parent company, QBERIO W
believe it will achieve further diversification of its product base, |ines of

busi ness, and clients. The conpany's strong capital levels will continue to
support the grow h of the reinsurance conpany under conservative underwiting
practices. Further inprovenents in the risk profile of QBERI O s business nix,
al ong with mai nt enance of good profitability and capital, could benefit the
ratings. On the contrary, if underwiting performance or capitalization
deteriorate substantially, we could | ower the ratings.

Related Research
"Table O Contents: Standard & Poor's Insurance Ratings Criteria," July 7,

2009
Ratings List

Ratings Affirmed

BE del Istnmo Mexico, C a de Reaseguros, S.A de C V.
Counterparty Credit Rating

Local Currency BBB-/ St abl e/ - -
Fi nancial Strength Rating

Local Currency BBB-/ St abl e/ - -
Mexi co National Scal e Rating nxAA/ St abl e

BE del Istnmo, Cia. de Reaseguros, Inc.
Fi nanci al Strength Rating

Local Currency BBB- / St abl e/ - -
Counterparty Credit Rating
Local Currency BBB-/ St abl e/ - -

Conplete ratings information is available to RatingsDi rect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. st andardandpoors. com sel ect your
preferred country or region, then Ratings in the |eft navigation bar, foll owed
by Find a Rating.
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