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1 ABOUT GARANT

Garant AG provides credit and political risk insurance to
support international companies in their international
trade activities and overseas investments.

Specialized in emerging countries, Garant is the best
partner to help you mitigate commercial and political
risks arising from your contracts or projects worldwide.

Our risk experts will customize state-of-the-art insu-
rance solutions to your specific needs. They will give you
access to our intelligence networks devised with local
partners in order to create a risk-controlled-environ-
ment. Managing and monitoring risks together will be
the key to achieving your business expectations.




I
1A SIGNIFICANTYEAR IN MANY RESPECTS

The unprecedented financial
and economic recession of
2009 has prompted major
changes in the market and
led to a significant rise in
demand for trade credit
insurance. Facing a marked
increase in claim payouts,
trade credit insurers no-
netheless demonstrated
their ability to fulfil their
obligations towards their
clients and respond to this
challenge.

As was the case for each and every
credit insurer, all the companies in
the ONDD group faced a significant
increase in claim payouts as more

buyers defaulted on their payments.

The credit crisis of 2007 spread to
the real economy in 2008, and the
consequences for us as a credit insu-
rer made themselves felt with a cer-
tain time lag, as is the case with any
recession.This delayed effect is typical
of our industry.

Claims rose sharply during the first
half of 2009 and then stabilised in
the second half.We can now be fairly
confident of having left the critical
phase behind. But for the first time in
many years, the ONDD group closed
2009 with a consolidated negative re-
sult of €40m. This loss indicates that
even in very hard times, the group
was able to fulfil its mission: that of in-
demnifying its clients and supporting
them when they run into difficulties.

The effects of the crisis were general-
ly much more apparent in 2009 than
2008. On the other hand, having suffe-
red a significant loss in 2008 following
the stock market crash, the financial
result turned positive again in 2009.
We ended 2009 with - despite the
recession - only a slight reduction in
equity, partly thanks to the very high
level of premiums received.

Although world trade declined by
around 12%,there was clearly no drop
in demand for the ONDD group pro-
ducts: consolidated sales, i.e. the vo-
lume of premiums before cession to
reinsurers, soared by 38%.As a result
of the crisis, many companies have be-
come more risk-aware and have once
again recognised the usefulness of a
solution that protects them against
risks. This rise in premiums partly off-
set the rise in claim payouts.

Despite the 2009 loss, stability and
solvency of ONDD parent company
have in no way been affected as is
demonstrated by its renewed AA+
rating assigned by S&P. The company
could even pursue its international
expansion and set up a joint venture
with Russian insurance market leader
OJSC Ingosstrakh, co-shareholder of
Garant, giving the group a foothold on
the Russian credit market. This colla-
boration gives our insurance clients
access to local cover on the Russian
market and also makes it easier for
Russian companies to obtain credit
insurance. The group also increased
its stake in KUPEG, the Czech sub-
sidiary of Ducroire | Delcredere S.A.
N.V.to 66%.This operation enables us
to develop our geographic presence
on the Central European market.

In May 2010, ONDD acquired from
OJSC Ingosstrakh an additional 33%
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stake in Garant, bringing its parti-
cipation to 83%. This new capital
structure is in line with ONDD’s in-
ternational business strategy and em-
phasizes our confidence in Garant’s
expertise and solid growth potential
as single risk insurer. It will enable us
to combine insurance capacities and
meet client demand better. We will
also gain easier access to the Swiss
credit insurance market which offers
considerable potential, thereby crea-
ting new growth prospects for both
ONDD parent company and Garant.

2009 can certainly be seen as a si-
gnificant year. The ONDD group has
demonstrated the core value of its
products and the necessity of credit
insurance in international commercial
transactions. Besides, the first half of
2010 bodes well for the rest of the
year as figures are by far better than
those of 2009. There are still good
times ahead for credit insurance!

Dirk Terweduwe
Chairman of the
supervisory Board of Garant
CEO of ONDD
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ITHE NEW AGE OF CREDIT INSURANCE

2009 has proven to be

a bad year for the credit
insurance market overall. The
insurance industry probably
began to really suffer as

a result of the crisis from
the summer of 2008, and
for single risk medium-
term activities there have
been negative results on an
unprecedented scale.

A significant amount of claims have
been declared during the first half
of the year. For the first time in its
history of approximately forty years,
the private market for single political
and commercial risks has had to de-
monstrate its capacity to manage real
turmoil and to meet clients’ expecta-
tions in terms of claims management,
loss payment and recovery actions.
Many observers were wondering
what would happen: would the insu-
rers try to avoid the losses with legal
disputes? Would some of them with-
draw or collapse? Would reinsurance
capacity broadly evaporate! Or, on
the contrary, would the market show
its strength, resilience and, in a word,
its reliability? This crisis soon emer-
ged as “THE” test for single risk in-
surers.

ATEST OF MARKET
EFFICIENCY

It is widely acknowledged today that
the market did indeed respond accor-
ding to the expectations of its custo-

mers,and maybe even better than the
short-term turnover segment. Claims
have been paid — and paid on time.
None of the market players have
failed or even withdrawn as a result
of the crisis, and policyholders and
insurers are working closely together
on a global basis in order to achieve
optimum recovery.

From now on, the market will have
acquired creditworthiness based on
crisis experience. Those who had
doubts about its credibility will hope-
fully feel more confident in the quality
of protection it affords.

This aspect is not the only positive re-
sult of the recent developments: The
2009 claim record has also shown
that certain apprehensions frequently
expressed about this activity did not
become a reality.

In an economic and financial down-
turn of such magnitude, the specter of
total regional or even national losses
did not materialize. On the contrary,
it appears that claims have tended
to arise in individual situations due,
either to the financial difficulty of a
specific player or, in several cases, to
the unexpected impact of political in-
terference in certain private transac-
tions.

Indeed, some countries have trigge-
red an increased number of claims,
such as Ukraine, but there has been
nothing like a general non-payment
of all insured Ukrainian debtors. It is
further evidence of the crucial role of
the strictly selecting risks which the
market has historically followed. The
non-universality and non-standardi-
zation of single risk markets repre-
sents its greatest protection against
any systemic crisis and justifies its in-
depth assessment of qualitative crite-
ria besides the traditional quantitative
approach.
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Though human factors are less pre-
dictable in actuarial terms than other
standard criteria, and thus do not
facilitate any modeling exercise, they
remain key to the understanding of
the motivation of international trade
entities, which trigger the outcome of
so many commercial contracts.
Another interesting feature demons-
trated by the 2009 track record, is the
fact that the small entities have been
performing at least as well as the big-
ger ones in terms of financial scale.
This evidence enhances the assump-
tion whereby a good balancing of the
portfolio in proportion to the size
of the equity is more important than
the amount of such equity itself. The
smaller players have had to sponta-
neously pay a great deal of attention
to the spread and dilution of their
risks in order to avoid any lethal ac-
cumulation of exposures of a similar
nature. This is probably the reason
why private insurers have never been
caught in massive global debt resche-
duling programs, such as ECAs have
experienced over the past decades.
As risk sharing remains a crucial
requirement in a market lacking fa-
cultative reinsurance support, direct
underwriters also have to concern
themselves with the issue of accu-
mulation in their reinsurers’ books.
As long as the traditional syndication
process operates, it is possible for
reinsurers to be aware of the global
exposure carried by the market on a
specific transaction. However, the ex-
cessive concentration of the reinsu-
rance capacities with a number of risk
carriers that is too limited does not
appear to be sustainable in the long
run, while it has since been proven
that the demand will keep increasing
in the coming years.
It is thus of the utmost importance



Louis Habib-Deloncle
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to strengthen the links with existing
reinsurers and to convince many
more of them that they should also
join this market, acquire knowledge
and experience in this segment and
contribute to a stable supply, which is
essential to enhance the confidence
between policyholders and insurers.
More broadly, the need for informa-
tion and transparency appears to be
an absolute necessity in the wake of
the crisis.All the players, whether they
are exporters, bankers, brokers, rein-
surers or even direct underwriters,
not forgetting regulators or auditors,
are keen to receive more informa-
tion on this “single risk” activity. More
communication and more informa-
tion will not harm the market but on
the contrary, will help its growth.

For the first time, credit insurance is
now being regarded by political lea-
ders as essential to the vitality of do-
mestic and international trade. When
it was announced that some credit
limits would be reduced or cancelled
to avoid bankruptcies, most of the EU
governments decided to set up state
reinsurance or direct scheme in or-
der to support and boost their natio-
nal trade flows.

THE MERITS OF
THE CRISIS

From now on, credit insurance has to
be better integrated with the banking
sector in international trade practices.
The crisis has shown that some tra-
ditional international standards and
uses have been at stake, such as the
difference between the handling of
commercial and purely financial debt
in any rescheduling process. In the
first instance, private insurers should
work side by side with the Bern
Union members in order to have such
principles now fully integrated and
accepted in international commercial
and financial law, possibly through the
ICISA (International Credit Insurance
and Surety Association).

All in all, credit insurers are now
bound to adapt to a new context of
international trade flows. Emerging

markets will play a greater part in
this field, with a number of oppor-
tunities and challenges for credit
insurance.

THE CRISIS HAS
SHOWN WE ARE A
SOLID CREDIT
INSURER

Garant will have learnt a great
deal from its experience in the last
eighteen months, and is adapting
and improving its business approach
to match these new challenges.
2009 brought a loss of EUR 1.37
million against a premium volume
of EUR 16.5 million (+4.9% on
2008). In addition to this, Garant
has retained a EUR 1.24 million
equalization reserve, which almost
offset the recorded loss.

This result is likely to improve, gi-
ven ongoing negotiations to miti-
gate potential claims or recover
paid losses. No new potential claim
of any significance has been repor-
ted since August last year and it
looks like the first months of 2010
are showing signs of a substantial
improvement, both in claims han-
dling and in the increase in demand.
International trade remains driven
by the need for emerging countries
to develop their economies, but
it would be far too optimistic to
consider that the crisis is now over.
Trust and confidence will probably
not come back in full before new
governance has been defined and
implemented in the financial mar-
kets and in the banking sector.
There is an unexpressed feeling in
the international community that
those who triggered the crisis
should contribute to its solution,
at least by taking measures to en-
sure it will not happen again; and,
if such entities fail to do this alone,
the G20 governments should de-
cide and enforce these reforms. It
is apparent that there is still a long
way to go before confidence in the
banking system can be restored,
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which will of course slow down the
recovery of international trade flows.
However, in the meantime, exporters
and international investors should
turn increasingly towards credit insu-
rance, as fewer possibilities are offe-
red by the credit derivatives market
and the appetite for risk self-reten-
tion is lower since the crisis.

THE FUTURE
OF GARANT

In such a risky and still volatile en-
vironment, Garant will on one hand,
focus on its skills and expertise, to
continue to select the best perfor-
ming operators and the priority re-
quirements of local economies.
Garant, in the same way as its peers in
the market, has delivered the expec-
ted services during the crisis while
remaining financially sound, and has
thus gained credibility with its clients.
Garant, again like its peers, intends to
contribute to enhancing the knowle-
dge of credit insurance as a valuable
tool for protecting the balance sheet
of manufacturers, commodity traders,
exporters or importers, and banks
and international investors, against
commercial and political risks world-
wide.

Louis Habib-Deloncle
Chairman of the
Managing Board
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GARANT AT A GLANCE

Established in 1958
Headquartered in Vienna, Austria
Local offices in Switzerland

Operates in credit and political risk insurance
m Turnover credit insurance
m Single-Buyer credit insurance
m Contract risk insurance (export contracts, import contracts,
bonds and on-demands guarantees, permanent investments or
mobile assets)

Customized and state-of the-art solutions meeting your insurance needs

Integrated know-how and expertise in risk management and mitigation
Insurance operations in more than 160 countries

Strong position in the Eastern European countries, Middle East and Africa,
Central and South Asia and Latin America
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I FINANCIAL HIGHLIGHTS

B o 2009 2008
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JRELUCE with an outlook Gross operating expenses 20.6% 23.1%

which supports our growth
targets on firm foundations™

Investment result 5.1% 3.3%

Solvency margin 496.3% 524%
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I MILESTONES

2004

New international management
and new team are appointed.
After recapitalization, Garant
implements a new international
strategy commited solely to
credit and political risk coverage
WORLDWIDE with a strong
focus on emerging countries.

1958

Ingosstrakh, the Russian lea-
ding insurance company, crea-
ted GARANT AG, in Austria,

2008

Garant celebrates its
50* anniversary.

to cover credit and political
risks between Russian com-
panies and western exporters
operating in the Eastern block.

1991

Fall of Soviet Union - Garant
embodies a unique experience
in the new CIS and Eastern
European markets.The company
tries to develop other lines of
business.

S

7006 2010

ONDD increases its
Garant open its capita| to shareholding interest to 83%.
ONDD, which, after a capital
increase, owns 50% of the
shares on a equal basis with
Ingosstrakh.The company
opens its first branch in Swit-
zerland.
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GLOBAL RISK EXPOSURE

Russia & the CIS
Armenia
Azerbaijan

Belarus

Estonia

Georia
Kazakhstan
Kyrgyzstan

Latvia

Lithuania

Moldova

Russian Federation
Tajikistan

Ukraine
Uzbekistan

Asia
China
Hong Kong
India
Indonesia
Japan
Malaysia
New Caledonia
Philippines
Singapore
Taiwan
Thailand

Europe
Albania

Austria

Bosnia & Herzegovina
Cyprius
Croatia

Czech Republic
Estonia

France
Hungary

Italy
Macedonia
Netherlands
Norway

Poland
Romania
Serbia

Slovakia North America
Slovenia Canada

Spain USA
Sweden

Switzerland
United Kingdom
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Latin America
Argentina
Bahamas
Brazil
Chile
Colombia
Cuba
Ecuador

El Salvador
Guatemala
Mexico
Panama
Peru
Venezuela

Middle East
Egypt

Iran

Israel

Kuwait
Lebanon
Oman

Qatar

Syria

Tunisia

Turkey

United Arab Emirates
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I CORPORATE MANAGEMENT

Garant has adopted a two-
tiered governance structure
with a Managing Board and
Supervisory Board. Governance
is based on the strict separa-
tion of management functions
carried out by the managing
board, and overseeing func-
tions, carried out by the super-
visory board.

The supervisory board, which
represents our shareholders,
has taken into account the
new shareholding structure
since the supervisory board
meeting dated | | May 2009.

# SUPERVISORY BOARD

Dirk Terweduwe

Chairman of the Supervisory Board (since May 2010),

CEO of ONDD

Frank Wanwingh
(since May 2010)
Deputy CEO of ONDD

Alain Flabat
Head of Finance and Reinsurance of ONDD

Alexander Grigoriev
General Director of Ingosstrakh

Tatyana Kaygorodova

Head of the Direct Investment Department,
Ingosstrakh

BAUDITORS

KPMG Wirtschaftpriifungs-und
Steurberatungs GmbH

Mag. Michael Schlenk
Mag. Ludwig Schumich

I MANAGING BOARD

Louis Habib-Deloncle
Chairman of the Managing Board

Dmitri Lokshin
Member of the Managing Board

Walter Blom
Member of the Managing Board

THE MANAGEMENT BOARD
AND EXECUTIVE MANAGEMENT

Louis Habib-Deloncle
Chairman

Dmitri Lokshin
Member of the Managing Board

Walter Blom
Member of the Managing Board

Valérie Talbot
Chief Risk Officer,
GTS Global Trade Security

Christian Torché
Head of reinsurance,
Manager of the Swiss market

Brigitta Ayasch
Head of Accounting Department
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“A wealth of management
experience, underwriting

3 < .4
expertise and a visionary
mindset”
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I
IACTIVITY HIGHLIGHTS

MANAGING THE UNPREDICTABLE LANDSCAPE

Because our business is to
manage adversity, it is in-
cumbent upon us, in hard
times, to do more and to
play our role of support

for international trade and
growth on firm foundations.

2009 was a challenging
year for the global econo-
mies, international firms and
credit insurance industry as
well. Starting in 2008, it was
in that year that the financial
crisis had the greatest impact.

The credit and political risk insurance
market has been hit by losses during the
last two years, but the market has res-
ponded well to the expectations. Garant
itself has been affected by an unusual in-
crease in claims compared to the previous
years, while showing no sign of systemic
loss in its portfolio.

Instead, as a specialist political risk insu-
rer, Garant has fared well during the crisis,
demonstrating that we are a solid credit
insurer.We have a business model that has
proven its validity even in the most diffi-
cult times, a very well balanced portfolio
spread, and healthy capital and balance
sheet. Garant’s outlook for 2010 is good,
and we have proven in the last two years
that the right strategy and appropriate
risk management make all the difference.

RECOGNIZED AS AN
EMERGING LEADER

Long before the global economic crisis,
we believed that profitability must be
measured on a long-term basis. Six years

after its restructuring, Garant is recogni-
zed as an emerging leader in commercial
and single risk insurance, with enhanced
reliability and unparalleled expertise to
manage specific risks within emerging na-
tions.

In the light of its operating performance,
Garant has been able to achieve its bu-
siness projections in a globally depressed
environment, the premium turnover in-
creasing at a steady pace in the course
of 2009 to reach EUR 16.5 million (+5%).
Despite the drop in trade, which was iden-
tified as severe and sudden, the demand
for credit and political risk coverage re-
mains high as the magnitude of the decline
in trade flows varies in the different re-
gions of the globe. Indeed, the non-OECD
countries seem to have been generally
more resilient to the global financial crisis,
showing signs of recovery earlier in 2009.
We see increasingly different dynamics in
mature and emerging markets. Even if the
contraction of commodities prices has led
to the postponement of some projects,
most of the emerging economies have not
been confronted with major problems of
private or public debt rescheduling, which
is ultimately limited to a small number
of countries. Our focus on emerging
countries and their exponential growth
remains a “high premium” strategy.
Credit insurance activity has been reco-
gnized as crucial for the wealth of the na-
tional economies. Most of the European
governments have taken state-backed ini-
tiatives to maintain an adequate capacity
of credit insurance coverage by way of
their export credit agencies. In the private
market, new capacities, originating mainly
from the Bermudas, have appeared with
the 2010 reinsurance renewal. The entry
of new players is good as we consider
that additional capacities will enable the
increasing requirement for coverage to be
addressed, along with the critical issue of
aggregate ceilings as evidenced by single
risk activity in some countries.

The financial crisis creates a very chal-
lenging environment of risk and oppor-
tunities for our company. Obviously, the
current crisis is conducive to rising claims
and losses provoked by the rise of ban-
kruptcies and insolvencies in credit tur-
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nover business, though less in single risk
business. However, global instability ampli-
fied by the crisis (social unrest, political
violence, budgetary pressures, protectio-
nist measures, etc.) put the political risk
concerns at the forefront for global lea-
ders. During 2009, the need for political
risk coverage drove good business op-
portunities and the wealth of experience
of our risk underwriters in addition to
stricter underwriting conditions made the
difference in minimizing risks and gaining
opportunities. We navigated through the
hurdles that are inevitable in a recessio-
nary environment and continued to build
our business.

FOCUS ONTHE
FUNDAMENTALS

The portfolio reflects the sound develop-
ment of Garant and its affiliates. Despites
the global downturn, Garant’s turnover
totals EUR 16.5 million, up 5% compared
to last year, with an aggregate exposure
exceeding EUR 2.1 billion. At the end of
2009, the premium split by type of bu-
siness shows a predominance of single
risk coverage, representing 68% of our
portfolio. Garant maintains the very high
quality of its portfolio with optimum di-
versification by type of risk, region, tenor
cover, industry sector and limit range
cover. We continue to focus on priority
trade and investments deals, which tend
to provide greater security.

Our continued focus on the fundamen-
tals: core business development and capi-
tal strength, serves us well in good times
as well as bad. Thanks to our reinsurance
program, Garant continues to show
strong capital protection. With EUR |5
million gross per capacity and a total net
risk exposure of EUR 1.3 million, Garant
maintains an optimum capital protection,
net retention ultimately representing
5.4% of our capital. The solvency margins
remains four times higher than required,
up to 400%.The solvency ratio decreased
from 56.3% to 45.3% of the balance sheet
total.

With the crisis, the cost of reinsurance
has become more expensive due to the
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consequences of the claims impacting our
excess on loss programs. Garant coope-
rates efficiently with fifteen international
reinsurers participating in our reinsu-
rance programs, which enhance our risk
dilution strategy.

Due to the rise of claims, Garant closed
the 2009 financial year with an annual loss
of EUR 1.368 million. In addition to this,
Garant has retained a EUR |. 24 million
equalization reserve, which almost offset
the recorded loss.

The reason for not using the equaliza-
tion reserve in full during such a major
crisis year is simply due to the regulatory
constraint by which the equalization re-
serve must be spread separately between
direct and indirect business, while Garant
has been recording losses much more on
the indirect side than in its direct portfo-
lio, resulting in the impossibility of re-cre-
diting such an equalization reserve in full.
Although negative, this result demons-
trates that Garant can go through the
crisis without compromising its future.
This result will improve with the ongoing
negotiations to mitigate potential claims
or recover paid losses.

A CHANGING CLAIM
LANDSCAPE

During its 30-year history, the political
risk market has been through a number
of claims cycles but shows ultimate loss
ratios lower than 30%, while trade credit
and structured trade credit loss ratios
varied between 25% and 50%. For its
part, Garant historically demonstrates a
very low loss track record in both lines
of business. With the effects of the crisis,
our company has been as affected by the
rise in claims as all credit insurers, but at
a lower level. As we usually strive to find
solution in the best interests of the cus-
tomer when a claim is made, we promote
close cooperation with the other insurers
involved in the claim, we look at all so-
lutions to avoid or reduce the loss, and
we always pay the loss incurred fairly and
promptly.
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At Garant, the bulk of losses with regard
to single risk activity were declared during
the first half of 2009, while no major loss
expectations are recorded during the se-
cond half of the year. We note that most
of the declared claims come from policies
underwritten in 2008, while a small pro-
portion relate to the 2007 underwriting
year.This seems to demonstrate that me-
dium-term maturities do not entail fur-
ther risk exposure than short-term cove-
rage.We also note that some of the claims,
notably in Eastern European countries,
are not a matter of pure financial defaults
by the buyer/guarantor, but a mixture of
fraudulent operations, political interfe-
rence and a pernicious financial situation.
In this respect, the market experience of
our underwriters and top management
is a valuable asset for resolving conflicts
of interests. Garant pays close attention
to adapting its underwriting practices to
local rules and legal environments which
notably vary from a region to another.

In terms of severity, we note that the
greatest potential loss does not exceed
EUR 5 million at the year end, which re-
presents a third of our maximum autho-
rized capacity.

The strict discipline of our underwriting
policy and our high level of reinsurance
protection, added to an effective risk ma-
nagement and control, play a key role in
Garant successfully overcoming the global
crisis and the wave of claims. It proves
once again that our business remains sus-
tainable and recurrent.And we repeat: the
profitability of the political risk insurance
market is also supported by the high rate
of return on recoveries.



IACTIVITY HIGHLIGHTS

THE BEST DECISIONS
FORTHE LONG-TERM
HEALTH OF GARANT

During the course of the year, we control-
led the acquisition and operating expenses
well. For the fourth consecutive year, Ga-
rant has reduced its cost ratio — from
40.7% in 2008 to 39.7% in 2009, without
compromising the quality of its services.
In 2009, operating expenses decreased
by 3.1% in comparison with the previous
year. We increased productivity thanks
to the experience and full dedication of
our teams in Vienna and Geneva. In this
respect, the share of earned premium at
the Swiss office continued increasing at a
steady pace, reaching EUR 4.993 million,
compared to EUR 3.4 million in 2008.
Moreover, we showed a positive net in-
vestment income amounting to EUR
835,700, improving our performance in
comparison with the previous year (EUR
530,000). Despite very low interest rates,

2009 Split by product

M Single Risk
M Turnover

Garant secured stable values and yields.
Thanks to the decision made in Novem-
ber 2007 to shift the company’s invest-
ments into cash time deposits en masse,
Garant avoided financial losses due to the
stock-market panic. To compensate for
decreasing rates of interest, the manage-
ment decided at the end of the year to
intensify the investment in fixed income
securities. Furthermore, in 2009, Ga-
rant achieved the cession of all its past
liabilities through current reinsurance
contracts and a stop-loss contract.

Our focus continues to be making deci-
sions that are the best for the long-term
health of Garant. In this regard, the share-
holder’s decision to increase the share of
ONDD in Garant’s capital, although this
had not been brought about at the end of
2009, will reinforce Garant’s position with
regard to a new clientele, while retaining
strong commercial relationships with our
historical shareholder, Ingosstrakh.

LOOKING AHEAD

We anticipate that 2010 will continued
to build a difficult operating environment,
but Garant will continue to do well. Du-
ring 2009, we continue build our business,
strengthen our teams and expand our
capabilities in market knowledge and risk-
community involvement.

Lastly, the financial crisis emphasized that
standardization as well as modeling can
be inadequate when referring to human
activities. When it comes to experience,
with its historical background, its solid
network of shareholders and the wealth
of experiences of its management Garant
stands out. After the shock of the crisis, a
growing number of exporters and banks
opted for insurance protection.The credit
and political risk products demonstrated
their value, and so did Garant too.We will
continue to fulfill our customers’ needs in
all the countries where they operate.

2009 Aggregate exposure by Debtor origin

Credit turnover insurance

1%

B Eastern Europe

B Asia

B Middle East and
North Africa
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Single risk insurance

14%

12%

B Latin America + South
America + Caribbean

B Africa



2009 Aggregate exposure by economic sector of Debtor (in %)

16% —
14%
12%
10%
8%
6%
4%
2%
0%

2009 Aggregate 2009 Aggregate 2009 Aggregate
exposure by type of exposure by risk exposure by tenor
Country category limit range

[ | Category | (highest) | up to 2mEUR [ | up to 12 months

M >2mEUR, up to 5SmEUR M 13 to 18 months
[ | Category 3 (adequate) Il >5mEUR, up to 10mEUR M 19 to 24 months
[ | Category 4 (questionable) M > 10mEUR, up to I5mEUR M 25 o 36 months
[ | Category 5 (poor) M > 15mEUR, up to 20mEUR M 37 0 60 months

[ | Category 6 (lowest)
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I RISK MANAGEMENT

ESSENTIALLY A RISK MANAGER

Due to the financial crisis
and the ensuing recession,
2009 was a year of apprai-
sal and adjustments in our
risk management policy, be-
cause all appropriate mea-
sures to withstand the chan-
ging environment were taken
by senior management at
the earlier stage of the crisis,
and even earlier, at the end
of 2007, with regard to our
investment policy.

At Garant, we keep our risk management
very flexible, constantly assessing the
environment, and varying assumptions
quickly in conjunction with risk issues,
based on the greater risk interconnec-
tions which we observed in the crisis
environment. We place our risk mana-
gement at the top level, which favors a
holistic view of Garant’s risk spectrum.

The Managing Board of Garant, which is
highly involved in the risk mitigation pro-
cess, has demonstrated the company’s
strong resistance to the global crisis and,
moreover, its capacity to ensure steady
growth during turbulent times. The ma-
nagement maintains a focus on sound risk
management discipline, reinforcing our
market strength year on year.

The risk policy of Garant remains fo-
cused on better identification and moni-
toring of all potential risks to avoid any
major risks and to minimize their finan-
cial impact in the event that they mate-
rialize.

SOLVENCY AND
ADEQUATE CAPITAL
RISK

RISK ASSESSMENT

Garant meets capital and solvency
requirements to fulfill its obligations
under foreseeable and unpredictable
circumstances and to absorb any po-
tential losses that may occur from
technical or other risks.

With |5 million euro gross per capa-
city in 2009 and a total net per risk ex-
posure of 1,350 million Euros, Garant
has maintained its capital protection,
the net retention representing 5, 4% of
its capital, which is similar to the pre-
vious year.

Garant demonstrates a strong capital
base for 2009. The solvency margin is
up to 400%, i.e. four times higher than
required.

RISK MONITORING

In the process of the Solvency Il deve-
lopment, in 2009 Garant participated
in the case study, QIS 4.5, in coopera-
tion with the FMA for the third time.
Senior management has mobilized
internal resources to perform a close
monitoring of Solvency Il issues to be
able to act in time.

Garant also participated in the Sol-
vency |l Expert Working Group wi-
thin the framework of ICISA, which
resumed lobbying efforts to become a
contributor to the Solvency Il process.

22

STRATEGIC RISK

RISK ASSESSMENT

Garant has been able to achieve its
business projections despite the glo-
bal economic crisis, with the premium
turnover increasing at a steady pace in
2009.WVe believe that no change in Ga-
rant’s strategy is necessary.

Rather, Garant, as a specialist political
risk insurer; has fared well during the
crisis, demonstrating that the maturity
and resilience of the political risk insu-
rance industry enables it to withstand
any major crisis without compromising
its existence.

RISK MONITORING

At the end of 2009, we noted that the
risk of bankruptcies and insolvencies,
particularly small and medium com-
panies, remained high, even if econo-
mic recovery was reported from one
sector to another, or one country to
another, supported by unusual policy
stimulus.

Rising global imbalances may indeed
occur in the post crisis economy,
partly with the quasi-continuity of a
financial system which has provoked
the crisis.

Such a context still creates a challen-
ging environment of risk and opportu-
nities for Garant.

The shareholder’s decision to increase
the share of ONDD in Garant’s capi-
tal reinforces Garant’s position.



MARKETING RISK

RISK ASSESSMENT

At the end of the year, we noted that
the financial crisis and the ensuing re-
cession amplified political uncertainty
worldwide.

We report a higher trend of political
risk coverage needs which drives good
business opportunities and confirms
our marketing policy focused on the
PRI solutions in emerging countries.

Although external market conditions
have changed to some extent due to
the governmental actions in the Euro-
pean credit insurance market to over-
lap with the lack of capacity, we report
no major risk from this change in the
market, as far as Garant is concerned.
On the other hand, the banks facing
credit contractions are less present
on the credit insurance market.

RISK MONITORING

Risk sharing remains at the heart of
our strategy. Closer cooperation with
other insurers and reinsurers by way
of co-insurance and reinsurance is
part of our business development.

UNDERWRITING RISK

RISK ASSESSMENT

With regard to the nature of our ac-
tivity, risk underwriting is a key issue.
Following the adjustments made in
the earliest part of the crisis, Garant
is well equipped to address the po-
tential increase in risk within the in-
ternational context. Higher selectivity
and stricter underwriting conditions
increase our control of risk in the un-
derwriting process.

In the light of the crisis, we note that
the market experience of Garant’s
underwriters and senior management
is a valuable asset in the risk mana-
gement practices. Ve have seen more
fraudulent operations occurring in the
market, notably in the Eastern Euro-
pean countries.

RISK MONITORING

The management and staff of Garant
have many years of experience in risk
underwriting and management and
have developed a strong combination
of expertise, knowledge and custo-
mized decisions.

At Garant, there is no standardization
model applied to the decision-making
process because of the variety of qua-
litative and subjective features of each
transaction.

We continue to focus on priority
trade deals as these provide greater
security, and to focus on emerging
countries, where the potential for the
negative effects of the crisis are lower
in comparison with the developed
countries.

In a very changeable environment, we
make particular efforts in full time
market intelligence and comprehen-
sive tracking of external resources
to ensure that all potential risks are
spotted in a timely manner.

REINSURANCE RISK

RISK ASSESSMENT

The volatility and the concentration of
the reinsurance market remain major
concerns.

Our 2010 reinsurance structure re-
mains unchanged as it matches our
existing needs.

The reinsurers have confirmed their
confidence in Garant by renewing
their respective participations at the
same level as 2009.

RISK MONITORING

Garant actively monitored the rein-
surance market in the course of the
crisis.

Also, Garant has made particular ef-
forts to provide training and knowle-
dge on the specific aspects of our pro-
ducts, especially single risk, to take an
active part in the decision process of
the reinsurers.
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CLAIM MANAGEMENT
RISK

RISK ASSESSMENT

The claim management risk has in-
creased due to the rise in potential
claims originating from business unde-
rwritten in 2007/2008.

However;, Garant is not exposed
to any systemic claim, thanks to the
soundness of our underwriting prac-
tices and our strict policy guidelines.

Legal risks become an issue as they
may generate conflicts of interpreta-
tion and interest.

RISK MONITORING

Most of the claims are directly ma-
naged by Garant, but in some cases,
we implement collective actions with
others insurers involved in the risk.

Consequently, senior executives have
led the claims management from the
top, with personal involvement in risk
mitigation. It becomes obvious the
extent to which market experience is
a valuable asset to form constructive
resolution scenarios, avoid potential
losses, and generate expected reco-
veries.

Garant is also fully aware of legal risk
issues and mitigates them by active
lobbying with the industry and lawyers
associations, to achieve a codification
of rules and practices for greater cla-
rification.



I
I RISK MANAGEMENT

ESSENTIALLY A RISK MANAGER

HUMAN CAPITAL RISK

RISK ASSESSMENT

The year 2009 was marked by an ex-
treme scenario pandemic with the
HINI virus, which turned out to have
been overestimated. The company has
not been impacted by the infection.

RISK MONITORING

More generally, Garant continues to
promote the acquisition of new talents
and the sustainability of teams to les-
sen human capital risk and ensure bu-
siness continuity.

REPUTATIONAL RISK

RISK ASSESSMENT

Due to our insurance activity, com-
pliance failures are the greatest source
of reputational risk.

Risk reputation may increase with

non-adherence to our commitments.

The crisis enhances the obligation for
insurers to comply with their contrac-
tual obligations towards the insured.

RISK MONITORING

Garant is fully aware of this risk and
has paid great attention to playing its
part as a reliable and trusted risk car-
rier.

IT RISK

RISK ASSESSMENT

Having a high level of security awa-
reness, the management has pursued
the ongoing improvement of Garant’s
IT system to ensure greater coordina-
tion of all departments.

RISK MONITORING

Implementation of an IT platform with
the object of accommodating the en-
tire business process for full integra-
tion.

FINANCIAL RISKS
RISK ASSESSMENT

During the course of the extended
financial crisis, we have been weighing
our risk management and supervision
of financial issues, such as liquidity, inte-
rest rate and currency risks.

The ongoing review of our investment
practices has been intensified to res-
pond promptly and take appropriate
initiatives when required.

RISK MONITORING

Interest rate risk

To hedge the risk of change in value,
