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Direct Insurance Financial Investments Ltd. 

Series rating A2.il Rating outlook: Stable 

Midroog Affirms A2.il Rating of debentures (Series K) issued by Direct Insurance Financial Investments Ltd. ("the 

Company"). Rating outlook is stable.  

Outstanding debentures rated by Midroog: 

Debenture series Security ID Rating Rating outlook Final maturity Date 

Series K 1138825 A2.il Stable June 30, 2028 

Summary of Rating Rationale 

The Company rating is supported by the Insurance Financial Strength (IFS) rating (Aa3.il in stable outlook) of IDI 

Insurance Company Ltd. ("Yashir Insurance" or "the Insurer"). Yashir insurance is the Company's major asset and 

accounts for the major part (70%) of its asset value and cash flow sources. The Company is significantly dependent 

on dividends received from the Insurer for service its obligations, mitigated by a convenient repayment schedule 

and appropriate leverage ratios that contribute to good debt service ratios, even under conservative assumptions 

regarding dividends from the Insurance Company. Furthermore, the rating is supported by holding of additional 

assets in the Yielding Real Estate (Edgar Investments and Development Ltd. ("Edgar")) and financial services 

(Mimun Yashir of Yashir Group (2006) Ltd. ("Mimun Yashir")) sectors, which also support the Company's financial 

flexibility. The Company's liquidity profile is reasonable for the rating, though restricted by relatively aggressive 

dividend distributions, given the debt service needs of Zur Shamir Holdings Ltd. ("the Parent Company"). 

In our opinion, Yashir Insurance would continue to grow its business over the short to medium term given the 

relative advantages due to its business model. Furthermore, the insurer maintains a significant gap from the 

regulatory restriction required in connection with capital adequacy, which supports visibility of relatively high 

dividends, even given the challenging business environment, which we believe is expected to continue over the 

next two years and to further pressure prices and profitability of the Insurer and of the entire sector. We expect 

no material change to the business and the risk profile of Mimun Yashir and Edgar, nor to their dividend 

distribution potential over the next two years, despite the significant growth expected in Mimun Yashir's business 

in this time frame. Thus, The majority of the total dividends and the value will continue to be biased towards the 

insurer. 

In Midroog's base scenario, the annual debt service coverage ratio (DSCR) are expected to ranger over the short 

to medium term between 1.0-1.2 and the debt service coverage ratio including liquid balances should range 

between 2.0-3.0, which are good for the rating and support the Company's debt service capacity, even under the 

assumption that existing liquid balances of the Company would mostly serve, under the current outline, to support 

implementation of the Increasing Competition and Reducing Centralization Act, 2013 ("the De-centralization Act") 

by means of dividend distribution to the Parent Company. 
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The Company's financial flexibility is supported by interest service ratios that are positive for the rating, also given 

the debt structure and expected repayments, as well as by an appropriate leverage ratio, which has been tested 

under multiple scenarios with regard to market value of the holding assets portfolio. We expect the leverage ratio 

(LTV) to range between 25%-30% and the current interest coverage ratio (ICR) to range between 2.5-3.5 over the 

short to medium term. Conversely, financial flexibility is negatively impacted by the fact that a majority of 

Company holdings are pledged or cannot be pledged, as well as by the risk appetite which we believe is not 

moderate, as reflected by expected dividend distribution to the Parent Company (80%-90% of dividends expected 

to be received by the Company), subject to maintaining a liquidity buffer amounting to NIS 70 million. 

Furthermore, the Company has provided guarantees to Mimun Yashir, but Midroog expects the exposure due to 

these guarantees to be limited and even reduced over the short to medium term, to avoid these guarantees from 

being a significant weight burden to the Company's rating. 

The Company's liquidity profile is reasonable for the rating level but is restricted by relatively aggressive dividend 

distribution. Most of the existing liquidity balance, under our base scenario, is expected to be distributed as 

dividends to the Parent Company.  

The liquidity ratios to gross debt and to current maturities for 2018 and 2019, after dividend distribution to the 

Parent Company, should range in our opinion between 10%-12% and between 145%-165%, respectively. These 

ratios are reasonable for the rating level and provide a reasonable absorption buffer for time-limited external 

shocks. We note that we expect some flexibility in dividend distribution to the Parent Company, as needed, so as 

to maintain sufficient liquidity, given the NIS 70 million liquidity buffer stipulated by the Deed of Trust for 

Debentures (Series K). 

The stable rating outlook reflects our estimate that no significant negative change is expected in the Company's 

financial profile relative to Midroog's base scenario. 
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Direct Insurance Financial Investments Ltd. (100% consolidated with Yashir IDI Holdings Ltd. ("Yashir 

Holdings"))2 – Highlights (NIS in millions) 

  31/3/2017 31/3/2016 2016 2015 2014 

Liquid balances (cash and securities) 332  273 356  269  377  

Investments in investees 982 916  942  913  911 

Financial liabilities 706  526  702  522  649  

Total assets 1,314  1,123  1,300  1,116  1,225  

Total shareholders’ equity 603  604  594  644  626  

      

Net debt to total investment in investees 38% 28% 37% 28% 30% 

Liquidity to debt 47% 52% 51% 52% 58% 

      

Income for the period 49 10 46 104 93 

Total comprehensive Income 39 11 35 31 93 

Dividends paid (30) – (85) (40) (80) 

Dividend received 9 12 62 101 91 

Detailed Rating Considerations 

Significant reliance on Yashir Insurance, which is a major asset with a strong business and financial 

profile, which is the anchor for the rating and should continue to be the primary cash flow source for 

debt service by the Company 

The Company has a centralized holdings portfolio, which is exposed significantly to the value and cash flow to the 

insurance and finance sector, through holdings in Yashir Insurance (49%) and in Mimun Yashir (62%). The major 

exposure is to the Insurer, which has been the primary source of dividends in recent years (about 75% of total 

dividends over the past three years) and a major part of Company asset value (about 70%). Moreover, the 

Company has holdings in the real estate sector, through Edgar, which contributes to portfolio diversification due 

to the relatively low correlation of risk exposures, especially with respect to interest rate risk, between Edgar and 

the other holdings. The rating of Yashir Insurance (Aa3.il / Stable outlook) reflects a reasonable business profile, 

supported by appropriate business line diversification and a distinct operating model, which support the capacity 

to generate revenues and earnings, as the Insurer should continue to achieve growth of its operations over the 

short to medium term, due inter alia to relative advantages arising from the business model and, in particular, the 

distribution model. Furthermore, Yashir Insurance has a risk profile that is positive for the rating, with low product 

risk and no exposure to collectives, but negatively impacted by significant dividend needs of the Company. The 

insurer's financial profile stands out favorably for the rating and relative to the peer group, supported by good 

asset quality, profitability and capital adequacy that stands out favorably and with loss absorption capacity that is 

appropriate for Midroog's scenarios. Furthermore, the Insurer maintains a significant gap from the regulatory 

                                                           
2Based on Company data and processing by Midroog (un-audited). 
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restriction required in connection with capital adequacy, which supports visibility of relatively high dividends, even 

given the challenging business environment, which we believe is expected to continue over the next two years 

and to further pressure prices and profitability of the Insurer and of the entire sector.  

We expect no material change to the business profile and the risk profile of Mimun Yashir and Edgar, nor to their 

dividend distribution potential over the next two years, despite the significant growth expected in Mimun Yashir's 

business in this time frame. Thus, the great majority of total dividends and value should be weighted towards the 

Insurer. 

Structural subordination in respect to Insurer liabilities  

As noted, the Company is significantly dependent on dividends distributed by the Insurer to finance its debt service 

and current operations. The structure of liabilities and regulatory capital of the Insurance Company poses multiple 

layers more senior than the Company's financial debt, with the most senior debt being Insurer's obligations to 

policyholders, followed by subordinated debt (secondary and tertiary capital). Only when there is certainty that 

the insurer has the ability to serve its obligations, dividend distributions are possible to service the Company's 

financial debt. Furthermore, the local insurance sector is subject to extensive, dynamic regulation designed to 

maintain the stability and financial robustness of insurers, while striving to improve policyholders' rights. With this 

in mind, operations of Yashir Insurance are subject to many restrictions and controls, including on dividend 

distributions and management of equity sources. Therefore, the Company has limited control, as noted above, 

over the capacity for dividend distribution by the Insurer, which also depends on external factors. 

In order to distribute dividends, insurers must achieve regulatory capital thresholds, both under current 

regulations (115%) and under the Solvency II directive (115%, 120%, 130% (without transition provisions) in 2017, 

2018 and 2019, respectively), as we believe that Yashir Insurance has the potential for appropriate dividend 

distribution, given its achievement of excess capital based on both of the aforementioned thresholds as of March 

31, 2017.  

Expected debt service coverage ratios are positive for the rating, despite the repayment schedule  

In Midroog’s base scenario we assume that the Insurer would continue to be the primary source of dividends and 

would distribute dividends at 75% of annual net income, so the Company's share would be NIS 60-70 million per 

year over the next two years. We note that the Insurer expects significant excess capital under the new capital 

regime (Solvency II), which would allow the Insurer to make a significant non-recurring distribution, in addition to 

regular distributions, but this is not part of Midroog's base scenario. As noted, we expect Mimun Yashir and Edgar 

to maintain their business positioning and potential for generating earnings and dividends over the short to 

medium term, with dividends from these companies amounting to NIS 20-25 million per year (Company's share). 

As for uses, we assumed principal and interest payments based on the repayment schedule, operating expenses 

amounting to NIS 15-20 million per year, similar to recent years, and also assumed dividend distribution to the 
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Parent Company, subject to restrictions in the Deed of Trust for debentures (while maintaining a liquidity buffer 

of NIS 70 million) and assumed no further significant investments. Under this scenario, and following review of 

the scenarios upon the initial rating date, we assumed that existing liquid balances at the Company would mostly 

serve, under the current outline, to support implementation of the De-centralization Act, by dividend distribution 

to the Parent Company over the next two years, to support the Parent Company's debt service and subject to 

restrictions of the liquidity buffer that the Company is required to maintain, as noted above. We did not assume 

a scenario of buying out non-controlling interest, as opposed to the initial rating, given the increase in Company 

value (40%) over the past year, which makes this scenario less feasible. Other ways in which the Company may 

address the De-Centralization Act, including introduction of other investors, are not part of Midroog's base 

scenario and would be reviewed should they become relevant (see further details below).  

Under this scenario, the annual debt service coverage ratio (DSCR) should ranger over the short to medium term 

between 1.0-1.2 and the debt service coverage ratio including liquid balances should range between 2.0-3.0, which 

are good relating to the rating, support the Company's debt service capacity and reduce the re-financing risk. 

Financial flexibility appropriate for the rating, as reflected by moderate LTV ratio and good interest 

coverage ratios 

The Company's financial flexibility is supported by interest service ratios that are good relating to the rating, even 

given the debt structure and expected repayments, as well as by an appropriate leverage ratio, which has been 

tested under multiple scenarios with regard to market value of the holding portfolio. We expect the leverage ratio 

(LTV) to range between 25%-30% under the rating scenarios, and the current interest coverage ratio (ICR) to range 

between 2.5-3.5 over the short to medium term, under Midroog's base scenario. We also note that the leverage 

ratio including attribution of net debt at the Parent Company % in our opinion should range between 35%-50. 

Financial flexibility is also supported by an appropriate gap from the covenants. Conversely, the financial flexibility 

is negatively impacted by the fact that a majority of Company holdings are pledged or cannot be pledged, as well 

as by the risk appetite which we believe is not moderate, as reflected by expected dividend distribution to the 

Parent Company (80%-90% of dividends expected to be received by the Company), subject to maintaining a 

liquidity buffer amounting to NIS 70 million.  

The Company is guarantor for Mimun Yashir, amounting to NIS 500 million (for repayment of Mimun Yashir's credit 

facility to Bank HaPoalim) and guarantees a certain percentage of the average credit portfolio in joint ventures of 

Mimun Yashir and some credit card issuers. 

These guarantees expose the Company to operating risk at Mimun Yashir where, theoretically, the bank may call 

the funds over a relatively short term. The Company exposure to this risk over the short to medium term is 

relatively low due, inter alia, to the sufficient capital buffer at Mimun Yashir (ratio of capital to total assets at 18% 

as of March 31, 2017) and compliance by Mimun Yashir with financial covenants at a gap that we deem 

appropriate. However, given the accelerated expansion of Mimun Yashir's business, Midroog expects the exposure 
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due to these guarantees to be limited and even reduced over the short to medium term, to avoid these guarantees 

from being a significant weight burden to the Company's rating. 

Reasonable liquidity profile, restricted by relatively aggressive dividend distribution  

The Company's liquidity profile is reasonable for the rating level, but is restricted by relatively aggressive dividend 

distribution, in view of debt service needs of the Parent Company. As of March 31, 2017, the Company (including 

Yashir Holdings) had a significant liquidity buffer amounting to NIS 330 million, or 45% of total debt and 150% of 

debt service (principal and interest) expected over the next three years.  

However, most of this balance, under our base scenario, is expected to be distributed as dividends to the Parent 

Company, as noted above. We believe that liquidity ratios to gross debt and to current maturities for 2018 and 

2019, after dividend distribution to Zur Shamir, should range between 10%-12% and between 145%-165%, 

respectively. These ratios are reasonable for the rating level and provide a reasonable absorption buffer for time-

limited external shocks. We note that we expect some flexibility in dividend distribution to the Parent Company, 

as needed, to maintain sufficient liquidity, even given the NIS 70 million liquidity buffer stipulated by the Deed of 

Trust for Debentures (Series K).  

In May 2017, the Company signed an MOU with Leumi Partners Ltd. and a group of investors, regarding investment 

in the Company, whereby the investors would acquire 30% of the Company's issued and paid-up share capital for 

NIS 480 million. This consideration would be used by the Company to buy out the existing non-controlling interest 

in the Company. In such case, the Company would retain significant liquid balances (similar to its current situation). 

Should this transaction close and the Company reduces its current leverage sufficiently, this may have a positive 

effect on the rating. 
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Direct Insurance Financial Investments (stand alone), repayment schedule for debentures (Series K) 

as of March 31, 2017, NIS in millions: 
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Rating outlook 
Factors which may lead to rating upgrade:  

• Significant improvement in financial standing of the Insurer and/or higher rating of the Insurer; 

• Significant improvement in the Company's liquidity buffers, that would reduce dependence on dividend 

distributions from the Insurer. 

Factors which may lead rating downgrade: 

• Continued deterioration in financial standing of the Insurer and/or lower rating of the Insurer; 

• Debt service coverage ratios, including liquid balances, lower than 1 over time and significant erosion of 

dividend visibility from subsidiaries; 

• Continued deterioration in the financial profile of Mimun Yashir, that would increase Company exposure 

to guarantees provided, beyond Midroog's scenarios.  

Company’s Profile 

The Company operates through investees in the insurance, financial and rental property sectors. The Company is 

a subsidiary of Zur Shamir Holdings Ltd. ("the Parent Company"), which as of the report date holds 76.62% (or 

76.12%, fully diluted) of the Company's issued and paid-up share capital and voting rights. Securities of the 

Company, of Yashir Insurance, of Edgar and of the Parent Company are listed for trading on the Tel Aviv Stock 

Exchange.  

Rating history 

 

 

Related reports 

Direct Insurance Financial Investments Ltd. – Initial rating – July 2016 

IDI Insurance Ltd. – Monitoring report – December 2016 

Edgar Investments and Development Ltd. – Monitoring and rating action – March 2017 

https://www.midroog.co.il/Upload/Documents/דוח%20דירוג%20ראשוני%20מונפק-%20ביטוח%20ישיר%20השקעות%20פיננסיות%20בעמ%2021072016.pdf
https://www.midroog.co.il/Upload/Documents/דוח%20מעקב%20סופי%20-%20איי.די.איי%20חברה%20לביטוח%20בעמ%2021122016.pdf
https://www.midroog.co.il/Upload/Documents/אדגר%20-%20מעקב%20ופעולת%20דירוג%20-%20מרץ%202017%20-%20סופי.pdf
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Mimun Yashir of Yashir Group (2006) Ltd. – Rating report – November 2016 

Rating methodology for insurance companies – July 2016 

Rating methodology for holding companies – December 2011 

Midroog's rating scales and definitions 

These reports are available on the Midroog website at www.midroog.co.il  

General information  

Rating report date: July 31, 2017 

Most recent rating update date: July 21, 2016 

Initial rating issue date: June 21, 2016 

Rating initiated by: Direct Insurance Financial Investments Ltd. 

Rating paid for by: Direct Insurance Financial Investments Ltd. 

Information from the issuer  

In its ratings, Midroog relies, inter alia, on information received from competent organs of the issuer.  

 

 

 

https://www.midroog.co.il/Upload/Documents/מימון%20ישיר%20מקבוצת%20ישיר%20(2006)%20בעמ%2022112016.pdf
https://www.midroog.co.il/MethodologiesIndex.aspx?l=1
https://www.midroog.co.il/MethodologiesIndex.aspx?l=1
https://www.midroog.co.il/SitePage.aspx?l=1&id=8
http://www.midroog.co.il/
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Long-Term Rating Scale 

Aaa.il Issuers or issues rated Aaa.il are those that, in Midroog judgment, have highest creditworthiness 

relative to other local issuers. 

Aa.il Issuers or issues rated Aa.il are those that, in Midroog judgment, have very strong creditworthiness 

relative to other local issuers. 

A.il Issuers or issues rated A.il are those that, in Midroog judgment, have relatively high creditworthiness 

relative to other local issuers. 

Baa.il Issuers or issues rated Baa.il are those that, in Midroog judgment, have relatively moderate credit 

risk relative to other local issuers, and could involve certain speculative characteristics. 

Ba.il Issuers or issues rated Ba.il are those that, in Midroog judgment, have relatively weak 

creditworthiness relative to other local issuers, and involve speculative characteristics. 

B.il Issuers or issues rated B.il are those that, in Midroog judgment, have relatively very weak 

creditworthiness relative to other local issuers, and involve significant speculative characteristics. 

Caa.il Issuers or issues rated Caa.il are those that, in Midroog judgment, have extremely weak 

creditworthiness relative to other local issuers, and involve very significant speculative 

characteristics. 

Ca.il Issuers or issues rated Ca.il are those that, in Midroog judgment, have extremely weak 

creditworthiness and very near default, with some prospect of recovery of principal and interest. 

C.il Issuers or issues rated C are those that, in Midroog judgment, have the weakest creditworthiness 

and are usually in a situation of default, with little prospect of recovery of principal and interest. 

Note: Midroog appends numeric modifiers 1, 2, and 3 to each rating category from Aa.il to Caa.il. The modifier '1' 
indicates that the obligation ranks in the higher end of its rating category, which is denoted by letters. The modifier 
'2' indicates that it ranks in the middle of its rating category and the modifier '3' indicates that the obligation ranks 
in the lower end of that category, denoted by letters.  
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Copyright © All rights reserved to Midroog Ltd. (hereinafter: “Midroog”). 
 
This document, including this paragraph, is copyrighted by Midroog, and is protected by copyright and by intellectual property law. This document may 

not be copied, or otherwise scanned, amended repackaged, further transmitted, transferred, disseminated, redistributed, duplicated, displayed, 

translated, resold, or stored for subsequent use for any such purpose, in whole or in part, in any form or manner or by any means whatsoever, by any 

person, without advance written consent from Midroog.  

Caveat regarding the limitations of a rating and the risks of relying on a rating, and caveats and reservations in respect to the activity of Midroog Ltd. 

and the information appearing on its website 

Ratings and/or publications issued by Midroog are or contain Midroog’s subjective opinions about the relative future credit risk of entities, credit 

obligations, debts and/or debt-like financial instruments, that apply on the date of their publication, and as long as Midroog has not changed the rating 

or withdrawn it. Midroog's publications may contain assessments based on quantitative models of credit risks, as well as related opinions. Ratings and 

publications by Midroog do not constitute a statement about the accuracy of the facts at the time of the publication or in general. Midroog makes use 

of rating scales to issue its opinions, according to definitions detailed in the scale itself. The choice of a symbol to reflect Midroog’s opinion with respect 

to credit risk reflects solely a relative assessment of that risk. Midroog’s ratings are issued on a national scale and, as such, are opinions of the relative 

creditworthiness of issuers and financial obligations within Israel. National scale ratings are not designed to be compared between countries; rather, 

they address relative credit risk within a given country. 

Midroog defines credit risk as the risk that an entity may fail to meet its contractual financial obligations on schedule and the estimated financial loss in 

the event of default. Midroog's ratings do not address any other risk, such as risks relating to liquidity, market value, change in interest rates, and 

fluctuation in prices or any other element that influences the capital market. 

The ratings and/or publications issued by Midroog do not constitute a recommendation to buy, hold, and/or sell bonds and/or other financial 

instruments and/or make any other investment and/or forgo any of these actions.  

Nor do the ratings and/or publications issued by Midroog constitute investment advice or financial advice, nor do they address the appropriateness of 

any given investment for any specific investor. Midroog issues ratings on the assumption that anybody making use of the information therein and of the 

ratings will exercise due caution and make his own assessment (himself and/or through authorized professionals) of the merit of any investment in a 

financial asset that he is thinking of buying, holding or selling. Every investor should obtain professional advice in respect to his investments, to the 

applicable law, and/or to any other professional issue.  

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR 

PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MIDROOG IN ANY FORM OR MANNER WHATSOEVER. 

Midroog’s credit ratings and publications are not intended for use by retail investors and it would be reckless and inappropriate for retail investors to 
use Midroog’s credit ratings or publications when making an investment decision. If in doubt you should contact your financial or other professional 
adviser. 

 

All the information contained in Midroog ratings and/or publications, and on which it relied (hereinafter: "the Information") was delivered to Midroog 

by sources (including the rated entity) that it considers credible. Midroog is not responsible for the accuracy of the Information and presents it as 

provided by the sources. Midroog exercises reasonable means, to the best of its understanding, so that the Information is of sufficient quality and that 

it originates from sources Midroog considers to be credible, including information received from independent third parties, if and when appropriate. 

However, Midroog does not carry out audits and cannot therefore verify or validate the Information. 

The provisions of any Midroog publication other than one expressly stated as a methodology do not constitute part of any Midroog methodology. 

Midroog may change its position regarding the content of such publications at any time. 

Subject to applicable law, Midroog, its directors, its officers, its employees and/or anybody on its behalf involved in the rating shall not be held 

responsible under law,  for any damage and/or loss, financial or other, direct, indirect, special, consequential, associated or related, incurred in any way 

or in connection with the Information or a rating or a rating process, including not issuing a rating, including if they were advised in advance of the 

possibility of damage or a loss as said above, including but not confined to (a) any loss of profit in present or future, including the loss of other investment 

opportunities; (b) any loss or damage caused consequential to holding, acquisition and/or selling of a financial instrument, whether it is a subject of a 

rating issued by Midroog or not; (c) any loss or damage caused consequential to the relevant financial asset, that was caused, inter alia and not 

exclusively, as a result of or in respect to negligence (except for fraud, a malicious action or any other action for which the law does not permit exemption 

from responsibility) by directors, officers, employees and/or anybody acting on Midroog's behalf, whether by action or omission.  

Midroog maintains policies and procedures in respect to the independence of the rating and the rating processes.  

A rating issued by Midroog may change as a result of changes in the information on which it was based and/or as a result of new information and/or 

for any other reason. Updates and/or changes in ratings are presented on Midroog’s website at http://www.midroog.co.il. 
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