n KARDAN N.V.

STANDARD & POOR ADJUSTS RATING OF KARDAN TO ilICC

Amsterdam, January 18, 2018 - Kardan N.V. (“Kardan” / “the Company”), active in Real Estate
and Water Infrastructure in emerging markets announces that Maalot, the Israeli subsidiary
of Standard & Poor’s (“S&P”), has reported today that it has adjusted the rating to ilCC with
negative outlook, for Kardan and for its Debentures Series A and Series B.

The adjustment of the rating is due to S&P’s assessment that the Company will fail to meet the
upcoming debentures maturities in February 2018. The negative outlook is due to S&P’s
assessment for a default (D rating), according to its methodology, in the short term. In addition, S&P
indicated that, according to its methodology, a debt settlement with the debenture holders will also
be considered as a default.

The release of S&P is attached as an annex to this press release.

About Kardan

Kardan identifies and develops assets in promising emerging markets, mainly in Asia
(predominantly China), Africa and selected CEE and CIS countries. Its activities are mainly focused
on two sectors that benefit from the rising middle class: Real Estate and Water Infrastructure.
Company headquarters are in the Netherlands. Kardan aims at holding controlling interests in its
investments and is actively involved in the definition and implementation of their strategy through
its local business platforms. Total assets as of September 30, 2017 amounted to
€ 643 million; revenues totalled € 7.1 million in the first nine months of 2017.

Kardan is listed on Euronext Amsterdam and the Tel Aviv Stock Exchange.

For further information please contact:
Eva Lindner / Floor van Maaren
+31 (0) 6 3422 2831 / +31 (0)6 2959 7746

DISCLAIMER

This press release contains forward-looking statements and information, for example concerning the financial condition,
results of operations, businesses and potential exposure to market risks of Kardan N.V. and its group companies (jointly

“Kardan Group”). All statements other than statements of historical fact are, or may be deemed to be, forward-looking
statements (including “forward looking statements” as defined in the Israeli Securities Law). Forward-looking statements are
statements of future expectations that are based on management’s current expectations and assumptions and involve known
and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those
expressed or implied in these statements. These forward-looking statements are identified by the use of terms and phrases

[T ’ T

“probably”, “project”, “will”, “seek”, “target”, “risks”, “goals”, “should” and similar terms and phrases. A variety of factors,
many of which are beyond Kardan Group’s control, affect our operations, performance, business strategy and results and
could cause the actual results, performance or achievements of Kardan Group to be materially different from any future
results, performance or achievements that may be expressed or implied by such forward-looking statements. For Kardan
Group, particular uncertainties arise, amongst others but not limited to and not in any order of importance, (i) from
dependence on external financing with the risk that insufficient access to capital threatens its capacity to grow, execute its
business model, and generate future financial returns (ii) from concentration of its business in Central Eastern Europe and
China as a result of which Kardan Group is strongly exposed to these particular markets (iii) from risks related to the financial
markets as a result of Kardan N.V.’s listings on Euronext Amsterdam and the Tel Aviv Stock Exchange and (iv) from it being
a decentralized organization with a large number of separate entities spread over different geographic areas in emerging
markets, so that Kardan Group is exposed to the risk of fraudulent activities or illegal acts perpetrated by managers,
employees, customers, suppliers or third parties which expose the organization to fines, sanctions and loss of customers,
profits and reputation etc. and may adversely impact Kardan Group’s ability to achieve its objectives and (v) from any of the
risk factors specified in Kardan N.V.’s Annual Report and in the related “Periodic Report” (published by

Kardan N.V. in Israel) published in April, and which is also available at the Kardan website. Should one or more of these
risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from
those described in the relevant forward-looking statement as expected, anticipated, intended, planned, believed, sought,
estimated or projected. Kardan N.V. does not intend or assume any obligation to update or revise these forward-looking
statements in light of developments which differ from those anticipated.

“This press release contains regulated information (gereglementeerde informatie) as defined in the Dutch
Act on Financial Supervision (Wet op het financieel toezicht)”
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Kardan N.V.

Research Update

Rating Lowered To 'illCC' On Our Assessment That
The Company Will Fail To Meet Debt Payments Due
February 2018

Summary
e Kardan N.V. must sell one or more of its assets in the immediate future in order to meet debt payments of about
€114 million (principal and interest) due in February 2018. As far as we know, currently the company does not

have enough cash reserves to meet these payments.

e Considering the company's announcement that it will not be able to complete the sale of its holdings in Tahal
before the payments' due date and lack of other financing sources, we expect a default ('D' rating) of the

company and its rated bonds to occur in February 2018.

e The Company's financial flexibility is low due to very high leverage and the fact that its portfolio holds only

private assets.
e We are lowering our rating on Netherlands-based operating holding company Kardan N.V. to 'ilCC' from 'iICCC'.

¢ The negative outlook reflects our assessment of a near certitude that a default event, as defined by S&P Global

Ratings, will occur in the immediate future.

Rating Action
On January 18, 2018, S&P Maalot lowered its rating on Netherlands-based operating holding company Kardan
N.V. to 'ilICC' from 'lICCC'. The outlook is negative.

Rationale

The downgrade on Kardan N.V. is based on our assessment of a near certitude that the company will fail to meet
its debt maturities at their current conditions. This assessment is based on the company's announcement that it
will not be able to complete a deal to sell its holdings in its subsidiary Tahal Group International B.V. (hereinafter,
"Tahal") and that it intends to approach its bond holders in order to negotiate on a new debt restructuring

settlement.

The company is facing material debt maturities of about €114 to Series A bond holders (due February 25, 2018)
and to Series B bond holders (due February 1, 2018). The company does not have enough cash on hand and is
therefore significantly dependent on the sale of a material asset, Tahal, in order to meet its maturities. Selling non-
tradable assets is extremely challenging, and the short time until the upcoming maturities aggravate the execution

risk of planned sales and hence the company's credit risk, in the immediate future. Considering the company's

www.maalot.co.il January 18,2018 | 2



Kardan N.V.

announcement that it will not be able to complete the sale of its holdings in Tahal before the payments' due date

and lack of other financing sources, we expect a default ('D' rating) of the company and its rated bonds to occur.

We estimate the Company's financial flexibility as very low, considering its high leverage reflected in an LTV (loan
to value) ratio above 80%. We believe this level of leverage minimizes the chance of debt refinancing. The
Company's weak financial flexibility also stems from the weakness of its portfolio, including the fact that it holds

only private assets.

Liquidity

We estimate Kardan N.V.'s liquidity as weak, according to our criteria. This assessment is based on our
assessment that the company’s secured sources are insufficient to finance its uses, in particular €114 million in
debt payments (principal and interest) due in February 2018. The company’s ability to meet its upcoming maturities
depends exclusively on its ability to sell one or more assets in February 2018. The company’s creditors are

currently exposed to execution risks of the relatively complex asset sale process.

According to our criteria, our base case scenario does not include the proceeds from future asset sales, as they

are uncertain.

We estimate that the Company’s liquidity sources from January 1, 2018, until December 31, 2018, are:

e About €6 million in cash and short-term investments (available for debt service).

We estimate that the Company’s uses during the same period are:
e About €114 million in debt maturities (principal and interest);

e General and administrative expenses of about €4 million.

In addition, the company faces principal and interest payments of about €109 million in 2019 and about €102
million in 2020.

The company has several covenants vis-a-vis its creditors, and it meets them as of September 30, 2017.

Outlook

The negative outlook reflects our assessment of the high likelihood that the company will default in the immediate
future, either by nonpayment, for any reason, of financial debt in its original due date, or as a result of reaching a
debt settlement or restructuring agreement. The company's liquidity distress is reflected in its complete
dependence on fast sales of non-tradable assets in the immediate future. We therefore identify a material exposure

to execution risks of transactions which naturally do not depend only on the company's management.

Downside Scenario
We may lower the rating to 'D' if the Company fails to meet its debt maturities according to the current schedule,
including nonpayment due to a distressed exchange. Under the current circumstances, we will see any agreement

with the company's creditors as a default, according to our criteria.

Upside Scenario
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Kardan N.V.

Given the company's high leverage levels and its weak liquidity profile, we do not expect a positive rating action

in the short term.
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Credit Rating Surveillance

S&P Maalot is the commercial name of S&P Global Ratings Maalot Ltd. S&P Maalot conducts surveillance activities on
developments which may affect the creditworthiness of issuers and specific bond series which it rates, on an ongoing basis.
The purpose of such surveillance is to identify parameters which may lead to a change in the rating.

All rights reserved © No content (including ratings, credit-related analyses and data, valuations, model, software or other
application or output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed
in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P Maalot Ltd.
or its affiliates (collectively, S&P). S&P and any third-party providers, as well as their directors, officers, shareholders,
employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the
results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis.

In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits
and opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the
possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date
they are expressed and not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described
below) are not recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not
address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or
format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its
management, employees, advisors and/or clients when making investment and other business decisions. S&P does not act as
a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it
believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of
any information it receives.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity
of their respective activities. As a result, certain business units of S&P may have information that is not available to other S&P
business units. S&P has established policies and procedures to maintain the confidentiality of certain nonpublic information
received in connection with each analytical process. S&P may receive compensation for its ratings and certain analyses,
normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and
analyses. S&P's public ratings and analyses are made available on S&P Maalot's website, www.maalot.co.il, and S&P Global's
website, www.standardandpoors.com and may be distributed through other means, including via S&P publications and third-
party redistributors.
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