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Limassol, July 25, 2019 -- Moody's Investors Service ("Moody's") has today upgraded Mauritius Commercial
Bank Limited (MCB)'s baseline credit assessment (BCA) and adjusted BCA to baa3 from ba1, its deposit
ratings to Baa2/ P-2 from Baa3/P-3, its long-term issuer rating to Baa2 from Baa3, as well as its long-term
counterparty risk ratings to Baa1 from Baa2, and its long-term counterparty risk assessment to Baa1(cr) from
Baa2(cr). The outlook was changed to stable from positive.

Today's rating action is driven by the improvements in MCB's profitability and asset quality, and the rebound in
its capital levels. We expect improvements in the bank's solvency profile to be sustainable given supportive
economic conditions in Mauritius as well as profitable business opportunities in the region, mainly in the African
continent, that the bank leverages through a disciplined expansion strategy, including through trade finance
facilities.

A full list of affected ratings can be found at the end of this press release.

RATINGS RATIONALE

Strengthening asset quality

A primary driver of the rating action is MCB's improving asset quality, reflecting the curing and recovery of
problem loans and the increase in the bank's loan book, especially in offshore loans. MCB's problem loans
(defined as impaired loans and loans more than 90 days past due but not impaired) to gross loans improved
significantly to 4.4% as of June 2018, from 9% as of June 2016 when the bank faced a spike in India-related
problem loans. The bank's reported nonperforming loans/gross loans (including loans to banks) improved
further to below 4% by March 2019, from 4.1% in June 2018. Concurrently, credit costs (loan-loss
provisions/gross loans) have stabilised around 50-60 basis points since June 2014.

Moody's expects asset quality to remain broadly stable, close to current levels. In terms of the bank's Mauritian
exposures (around a quarter of total loans), loan quality is supported by stable economic conditions with real
GDP around 3.9%-4.0% in 2019-2020, amid high infrastructure spending, strong domestic consumption,
accommodative monetary and fiscal policy and a resilient offshore sector, which comprises foreign companies
mainly conducting business in India, and increasingly in Africa.

In terms of the bank's offshore operations, a well-articulated strategy to expand into the nearby Indian Ocean
region and Africa, predominantly through collaborations with other banks and service mainly clients that
already have some experience with the bank, contains downside risks to its asset quality. The bank has also
strengthened its overall risk management framework with specialised people handling complex deals and
refined its risk appetite within its cross-border lending business.

Strong capitalisation and profitability

The rating action also captures MCB's capital base that provides the bank with a high loss-absorption buffer.
The bank's capital metrics remain strong with a reported Tier 1 capital ratio of 15.7% as of March 2019 and a
total capital adequacy (CAR) of 16.5% as of March 2019. Moody's expects the bank's capital metrics to remain
stable balancing downward pressure from the bank's strategic direction to expand regionally and consolidate
its domestic positioning against the bank's focus on risk-weighted asset optimisation and the Group's
restrained dividend payout policy of around 33%, which will allow it to support the bank's capital base and
lending growth capacity, if needed.

The rating action also captures MCB's profitability, which strongly positions the bank among its similarly rated
global peers. Results for the first nine months ended March 2019 remained strong with the bank's annualised
ratio of net income/tangible banking assets at 2.1%, compared to 1.9% for the fiscal year ending June 2018.
MCB's earnings generation capacity will remain supported by (1) a healthy net interest margin, which was
around 3.3% for the nine months ending March 2019, supported by its growth in offshore lending and higher



yields in government securities; (2) a pickup in lending activity supported by the bank's regional lending drive
and the gradual pick-up in credit growth within Mauritius; and (3) an efficient cost base, with a cost-to-income
ratio of 35% during the first nine months ending March 2019, which will likely improve further driven by the
bank's digitalization initiatives that will start bearing fruit in the next 12-18 months.

At the same time, the rating action also acknowledges MCB's growing reliance on market funding, with market
funds increasing to 13% of tangible banking assets as of March 2019, from 6% as of June 2018, and the fairly
high proportion of confidence-sensitive foreign-sourced deposits. This is partly countered by the lengthening of
funding maturities that is part of the reason for an increasing market funds ratio.

MAURITIUS' MACRO PROFILE

In parallel to the rating action on MCB, Moody's has also lowered the Macro Profile for Mauritius to Moderate-,
from Moderate, to reflect the rating agency's increased concerns about the high competitive pressures in
conjunction to Mauritius' saturated and small banking market that forces banks to diversify abroad, exposing
themselves to elevated risks. This does lead to a change in MCB's macro profile of Moderate-, as it already
reflects the bank's cross-border operations.

WHAT COULD MOVE THE RATINGS UP/DOWN

As a reflection of the stable outlook, there is currently limited upside pressure on the bank's ratings. A further
upgrade of MCB's ratings would require (1) a material diversification in the bank's loans, with a reduction in its
borrower concentrations, and (2) a further improvement in its asset quality metrics. A lower reliance on
confidence-sensitive market funding, with a growth in the bank's US dollar deposits, while maintaining its
currently strong profitability and capital, and further reducing its problem loans would also be credit positive.

MCB's ratings could experience downward pressure if the bank's asset quality, profitability and capitalisation
come under pressure as a result of excessive risks stemming from its offshore operations. In addition, any
considerable increase in the bank's large single-borrower and group concentrations, or a potential weakening
in the sovereign's willingness to support the bank or in its capacity to do so, is also likely to exert downward
rating pressure.

PRINCIPAL METHODOLOGY

The principal methodology used in these ratings was Banks published in August 2018. Please see the Rating
Methodologies page on www.moodys.com for a copy of this methodology.

FULL LIST OF ALL AFFECTED RATINGS

Issuer: Mauritius Commercial Bank Limited

..Upgrades:

.... Adjusted Baseline Credit Assessment, Upgraded to baa3 from ba1

.... Baseline Credit Assessment, Upgraded to baa3 from ba1

.... Long-term Counterparty Risk Assessment, Upgraded to Baa1(cr) from Baa2(cr)

.... Long-term Counterparty Risk Ratings, Upgraded to Baa1 from Baa2

.... Long-term Issuer Rating, Upgraded to Baa2 from Baa3, Outlook Changed To Stable From Positive

....Long-term Bank Deposits, Upgraded to Baa2 from Baa3, Outlook Changed To Stable From Positive

.... Short-term Bank Deposits, Upgraded to P-2 from P-3

..Affirmations:

.... Short-term Counterparty Risk Assessment, Affirmed P-2(cr)

.... Short-term Counterparty Risk Rating, Affirmed P-2

..Outlook Action:



....Outlook Changed To Stable From Positive

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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