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Fitch Affirms FMO at 'AAA": Outlook Stable

Fitch Ratings-Paris-26 March 2020:

Fitch Ratings has affirmed Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden
N.V.'s (FMO) Long-Term Foreign- and Local-Currency Issuer Default Ratings (IDRs) at 'AAA" with a
Stable Outlook.

A full list of rating actions is detailed below.

FMO's ratings are aligned with those of the Netherlands (AAA/Stable/F1+) due to a 'keep well'
agreement between FMO and the government, formalised in 1998. Under this agreement, the
state shall prevent situations arising in which FMO is unable to meet its financial commitments on
time and the state is committed to covering all FMO's losses from unforeseen and non-provisioned
operational risks that cannot be covered by the general reserve risk fund. Fitch uses a top-down
credit-linked approach in its Government-Related Entities(GRE) Criteria to equalise FMO's ratings
with the sponsor's, reflecting expected very strong extraordinary support from the state, in case of
need.

FMOQ's Tier 2 notes are rated one notch below the entity's IDR, reflecting the risk of subordination
to senior unsecured debtholders in case of liquidation, bankruptcy or emergency regulation being
declared applicable to FMO by the supervisory authority as per provisions of the bond
memorandum (or other deliberations), despite the state support extended to all FMO's debt
liabilities.

Key Rating Drivers

Strong Status, Ownership and Control: Strong

The Dutch state owns 51% of FMO's shares. The remaining 49% is owned by large Dutch banks,
Dutch institutions and private individuals. Fitch views it highly unlikely that the state would give up
its majority stake due to the terms of the keep-well agreement. The Ministry of Finance and the
Ministry of Foreign Affairs jointly oversee FMO's activity and accounts and exercise close control.

Support Track Record and Expectations: Very Strong

The 1998 agreement has an indefinite term and its termination requires 12 years' notice from



either party. Under Article 8 of the sovereign support agreement, the state is legally bound to
enable FMO to meet its financial obligations on time, notably by providing liquidity. Article 7 of the

agreement obliges the state in most circumstances to safeguard FMO's solvency.
Socio-Political Implications of Default: Strong

FMO is the operator of Dutch development policy for developing countries. It is a policy instrument
of the Ministry of Development Cooperation, providing financing for private companies and
financial institutions (EURS billion of net loans outstanding as of end-2019; EUR1.9 billion of equity

investments). FMO also manages strategic development (off-balance) funds on behalf of the state.
Financial Implications of Default: Very Strong

Fitch believes that a default of FMO would have a serious impact on the availability of financing for
borrowers linked to the Netherlands' development policy and on the Dutch state's
creditworthiness. FMO is a major Dutch GRE issuer, issuing between EUR1 billion to EUR2 billion

bonds per year in domestic and international markets.

FMO's profitability has been solid and resilient in recent years. FMO benefits from a healthy net
interest margin owing to its low funding costs and the typically high yields generated by businesses

conducted in emerging countries.

RATING SENSITIVITIES

A downgrade of the Dutch sovereign rating would result in a corresponding action on FMO. A
downgrade may also result from an adverse change to Fitch's assessment of the strength of
linkage and the incentive to support from the state, notably the weakening of the 'keep-well’

agreement between the state and FMO, associated with a reduction in state ownership.

ESG Considerations
ESG issues are credit neutral or have only a minimal credit impact on the entity(ies), either due to
their nature or the way in which they are being managed by the entity(ies). For more information

on Fitch's ESG Relevance Scores, visit www.fitchratings.com/esg.
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE
READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, THE
FOLLOWING https://www.fitchratings.com/site/dam/jcr:6b03c4cd-611d-47ec-b8f1-183c01b51b08/
Rating%20Definitions%20-%203%20May%202019%20v3%206-11-19.pdf DETAILS FITCH'S RATING
DEFINITIONS FOR EACH RATING SCALE AND RATING CATEGORIES, INCLUDING DEFINITIONS
RELATING TO DEFAULT. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE
FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. DIRECTORS AND
SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE AT HTTPS://WWW.FITCHRATINGS.COM/SITE/
REGULATORY. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY
OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD
ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE
FOR THIS ISSUER ON THE FITCH WEBSITE.
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other reports. In issuing its ratings and its reports, Fitch must rely on the work of experts, including
independent auditors with respect to financial statements and attorneys with respect to legal and
tax matters. Further, ratings and forecasts of financial and other information are inherently
forward-looking and embody assumptions and predictions about future events that by their
nature cannot be verified as facts. As a result, despite any verification of current facts, ratings and
forecasts can be affected by future events or conditions that were not anticipated at the time a
rating or forecast was issued or affirmed.

The information in this report is provided "as is" without any representation or warranty of any
kind, and Fitch does not represent or warrant that the report or any of its contents will meet any of
the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness
of a security. This opinion and reports made by Fitch are based on established criteria and
methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports
are the collective work product of Fitch and no individual, or group of individuals, is solely
responsible for a rating or a report. The rating does not address the risk of loss due to risks other
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agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any
time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any
sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment
on the adequacy of market price, the suitability of any security for a particular investor, or the
tax-exempt nature or taxability of payments made in respect to any security. Fitch receives fees
from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees
generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In
certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or
guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to
vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its
name as an expert in connection with any registration statement filed under the United States
securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the
securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing
and distribution, Fitch research may be available to electronic subscribers up to three days earlier
than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an
Australian financial services license (AFS license no. 337123) which authorizes it to provide credit

ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to



be used by persons who are retail clients within the meaning of the Corporations Act 2001

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally
Recognized Statistical Rating Organization (the "NRSRO"). While certain of the NRSRO's credit
rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit
ratings on behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory), other credit
rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings
issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO

personnel may participate in determining credit ratings issued by or on behalf of the NRSRO.

ENDORSEMENT POLICY - Fitch's approach to ratings endorsement so that ratings produced
outside the EU may be used by regulated entities within the EU for regulatory purposes, pursuant
to the terms of the EU Regulation with respect to credit rating agencies, can be found on the EU
Regulatory Disclosures page. The endorsement status of all International ratings is provided within
the entity summary page for each rated entity and in the transaction detail pages for all structured

finance transactions on the Fitch website. These disclosures are updated on a daily basis.
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