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Research Update:

Bahrain-Based Gulf Finance House Lowered To
'SD/SD"' (Selective Default) On Partial Debt
Extension

Overview

s Bahrain-bPased Gulf Finance House (GFH) yesterday extended the macuricy of
5100 million of ites 5300 millicn mymdicarved loan by six monchs.

* Bacausa we congider the partial debt maturity extension a "distresszed
exchange", we are downgrading GFH to '8D/BD' (selactive dafault) frem
lqc;gr N

s Wa expect GFH to acon extand the maturity of another facllicy (subjact to
final approval from all syndicate membars). Once tha maturity extanaicn
iz finalized, we plan to reagzess GFH's eredit gtanding and changs the
ratings adoordingly.

Rating Action

on Feb. 10, 2010, Standard & Poor'as Ratinga Saervicea lowared ite long- and
short-term counterparty credit ratings on Pahrain-bassd Gulf Finance House
3,8.C. (GFH) to "SD/BD' (selective default) from "¢C/C',

Rationale

The downgrade to '50/8D' follows GFH's completicn of the extensicon of maturity
of 3100 million of its 3300 millien ayndicated loan facility dua on Fab, 10,
2010. We understand thact @FH has cbrained consenc for che partial axtension
from all facility lenders. We undsvsatand thar OFH achieved the partial
axtension by exscuting the facility's "deed of extensicn" clause. The new
maturity of the extended portion is six montha from Feb. 10, 2010. Under our
ericeria, we consider GFH's maturity axtension to ba & "distressad axchanga"
and eherefcre tantamount to a default, because the new maturify represents a
change to the facility's originally scheduled paymsnt terms.

We understand that GFH intends to soon vestructurs a second §100 million
facilikty by agreeing anothar partial maturity extension with facility members.
The firet tranche of this facility i3 a §50 million payment due Mazch 3, 2014
end the remainder is dua March 3, 301l1. If completed, Standard & Poor's would
consider this second maturity extension as ancther distressed exchangs. The
ratings would consegquently remain at 'SD/8D' pending complation or mnothexr
resclution of thes restructuring.

We expect to reassess the creditworthiness of GFH by analyzing, ameng other
thinge; ites new limbility structure, cash flew projestions, and its cvarall
business model and strategy. Based on present information, wa believe that the
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Research Update; Babrain-Based Gulf Finance Houss Lowered To SDISD' (Selective Defasdt) On Partial Debt
Eeezenzion

racinss on GFE could be raised to tha 'CCC' category from their current
I8N/ED! lavel. Whils tha immadiats and savere str=ss on GFH's liguidicy ix
comawhat raduced due bo Che partial matuzity sxtensicn, it remaine in ocur viaw
vary waak and will likely constrain the ratings. In addition, we understand
that GFH is =till in discussiong with third partles regarding the sale of some
of its investmenta, but the conclumion of thesa transactions is proving to be
mere time-consuming than management had anticipated,

With eotnl sssats of 52,5 billicn on Sept. 30, 200%, GFE i an Islamic
wholaaals investment institution based in the Kingdom of Bahrain
(h/9table/A-1}. GFH's main focus and area of expertise is econcmic
infraztructure projects. Geographic and sactor concentratlens are high in ous
view because GFE has focused on real astate, infrastructurs, and industrial
projects Across ics homa regiom.

Related Research

s Rating Implications Of Bxchange Offers and Similar Restructurings,
Updata, May 12, 2009
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Complate ratings information is available to RatingsDirect on thes Global
Cradit Portal subscribers at www.globalcraditportal.cem and RatingaDirsct
subseribers at www.ratingsdirect.com. All ratings affactsad by this rating
action can be found on Standard & Poor's public Web site at

www . standardandpcors.com. Use the Ratings search box located in the left
column. Alternativaly, call cna of tha following Standard & Poor's numbera:
Client Bupport Burope (44) 20-7178-7178; London Press Office (44)
20-7176-3805; Paris (33) 1-4420-8708; Prankfurt (49) £9-33-999-225; Btockholm
(46) B-440-5914; or Moscow (7] 495-78B3-4011,
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