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Industry Report Card:

Risks Accumulate For European Insurers As The
Economic Outlook Weakens And Solvency II
Uncertainties Persist
The European insurance sector is facing an accumulation of risks owing to a weak economic outlook across the region,

interest rates close to historical lows, and heightened sovereign-related risks. We anticipate that these risks will likely

weigh on insurance ratings in Europe, as demonstrated by the current negative bias in our rating outlooks. At the same

time, the sector is facing the prospect of a further delay in the implementation for the EU's Solvency II Directive on the

regulation of insurance and reinsurance companies, as European policymakers fail to reach a consensus on key

outstanding issues.

Overview

• Recent economic indicators continue to paint a bleak picture for Europe, weighing on growth and profit
prospects for the sector.

• The decline in long-term interest rates to levels close to historical lows has significantly increased risk for the
European insurance sector.

• The accumulation of risks is reflected in a negative bias in our rating outlooks for European insurers, despite
the higher-than-usual level of downgrades during the year to date.

• The inability of European policymakers to reach a consensus on key Solvency II issues leads us to believe that
implementation will once again be delayed, this time until at least 2016, prolonging uncertainty for European
insurers.

Weak Economic Outlook

Recent economic indicators continue to paint a bleak picture for Europe, confirming our view that the region is

entering a new period of recession. Across the region as a whole, there have been three quarters of negative or flat

growth since the final quarter of 2010, but prospects vary from country to country. We forecast another year of very

weak growth in 2013 in France and the U.K., and further declines in output in Italy and Spain.

According to our latest forecast (see "The Eurozone's New Recession--Confirmed," Sept. 25, 2012, and Table 1), we

expect GDP in the eurozone to contract by 0.8% this year (compared with 0.7% contraction in our July forecast) and to

be flat in 2013 (compared with expansion of 0.3% in July). Among the most meaningful revisions, we have cut our

GDP forecast for Spain in 2013 to -1.4% from -0.6% in July. We consider that fiscal contraction is taking a bigger bite

out of GDP than in past downturns, mainly because both households and corporates are deleveraging simultaneously.
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Table 1

Economic Forecasts (September 2012)

Germany France Italy Spain Eurozone U.K.

Real GDP (% change)

2010 3.7 1.7 1.8 (0.1) 2.0 1.8

2011 3.0 1.7 0.4 0.7 1.5 0.8

2012f 0.6 0.1 (2.4) (1.8) (0.8) (0.3)

2013f 1.2 0.4 (0.6) (1.4) 0.0 1.0

2014f 1.7 1.3 0.9 0.7 1.2 1.6

CPI Inflation (%)

2010 1.2 1.7 1.6 2.0 1.6 3.3

2011 2.5 2.3 2.9 3.1 2.7 4.5

2012f 1.9 2.0 3.0 2.0 2.3 2.6

2013f 2.0 1.4 2.0 2.0 1.9 1.8

2014f 2.2 1.5 0.5 1.5 1.6 1.8

Unemployment Rate (%)

2010 7.1 9.8 8.4 20.1 10.1 7.8

2011 6.0 9.7 8.4 21.7 10.2 8.0

2012f 5.5 10.5 10.7 25.5 11.7 8.2

2013f 5.0 10.5 11.0 26.0 11.8 8.0

2014f 5.0 9.9 10.0 23.0 10.7 7.0

f--forecast. Source: Standard & Poor's.

In our view, the weaker economic outlook will weigh on growth prospects for life insurers and increase persistency

risk. The impact on disposable incomes from adverse trends in unemployment, pay restraint, and a higher tax burden

is likely to put pressure on revenues, as will moribund housing market activity. Competition from banks and asset

managers for consumers' savings is also likely to dampen sector prospects.

For non-life insurers, we expect the economic outlook poses greater risk on the claims side, given the greater

propensity of policyholders to claim--and also to claim fraudulently--during economic downturns. Credit insurers are

also exposed to a deterioration in prospects during a recession. To mitigate this, primary insurers have generally been

increasing rates to improve profitability. Meanwhile, many non-life insurers--and notably reinsurers--are preparing for

the risk of claims inflation. This partly explains the very low current bond durations for these sectors.

Interest Rate Risk Elevated As Rates Remain Close To Historical Lows

The decline in long-term interest rates across many economies globally has significantly increased risk for the

European insurance sector. A prolonged period of low rates represents a key risk, particularly for life insurers in

Europe, given the prevalence of long-term, interest-sensitive, guaranteed products. Long-term rates in 2012 have

declined in many markets--except for Spain--following sharp falls in the third quarter of 2011, and are now close to

historical lows (see charts 1, 2, and 3).
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Chart 1
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Chart 2
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Chart 3

In our view, risks relating to low interest rates are masked by deficiencies in the Solvency I framework in many

European markets and the accounting mismatch under International Financial Reporting Standards (IFRS) between

asset and liability values. Low interest rates are inflating reported equity and solvency ratios for many insurers, given

the mark-to-market of asset values and limited use of fair (or market consistent) value for liabilities. There are some

notable exceptions where low rates are reflected in solvency ratios (for example the U.K., the Netherlands, and

Switzerland), but we remain concerned by the current distortions. Within our capital analysis, we continue to remove

unrealized gains on bonds backing life liabilities if this accounting mismatch is present. For non-life insurers, the asset

gain is partly mitigated by reduced credit for reserve discounting, but we remain aware of the contribution that

unrealized gains on fixed-income portfolios make to capital.

Low interest rates have prompted many insurers to re-price their products, both in the life and non-life sectors, and life

players to increase their strategic focus on less interest-sensitive products, such as protection and unit-linked products.

However, in many parts of Europe customers continue to prefer the traditional guaranteed product offering. For

non-life insurers, the pressure on investment returns is increasing the importance of profitable and disciplined

underwriting. The sector can no longer rely on investment income to meaningfully support overall returns. That said,

in our view, the life sector is exposed to greater risk relating to low interest rates through its long-term guarantees on
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in-force business. The current low interest rates increase the value of policyholder guarantees and could lead to

insurers increasing asset risk in a search for yield to maintain competitive policyholder returns and spreads for owners.

In our opinion, the increase in liability risks associated with a sustained period of low rates could lead us to take

progressive negative rating actions on insurers that have material exposures to guaranteed products and either a

sizable asset/liability mismatch or a more-aggressive strategy toward credit risk.

Our outlooks on non-life insurers are generally stable, unless they are directly affected by sovereign risk. This reflects

generally lower levels of investment risk in terms of equity risk, credit quality, and bond duration. In addition, premium

rates are adequate in most markets, although they are barely adequate in some markets. The non-life businesses of

composite groups relieve the pressure on their life businesses, to some extent. Reinsurers enjoy the most stable credit

quality and some--such as SCOR SE--have even been upgraded this year (see "France-Based Reinsurer SCOR SE

Ratings Raised To 'A+' On Stronger Financial Profile; Outlook Stable," June 4, 2012). Reinsurers have the least risky

investment portfolios, in our view, and have benefited from more benign claims activity in 2012 compared with 2011.

Heightened Sovereign-Related Risks Cloud The Outlook

Sovereign-related risks have been behind many of the insurer downgrades during 2012. This reflects the significant

business and financial risks associated with an insurer's domestic sovereign. Insurers typically invest in domestic

assets, including sovereign bonds, and assume liabilities that are sensitive to local economic conditions. We see these

sovereign-related risks as one of the main threats going forward, given the high proportion of sovereign ratings that

carry a negative outlook (see table 2).

Table 2

Selected Sovereign Ratings

Local Currency Sovereign Credit Rating*

U.S. AA+/Negative/A-1+

U.K. AAA/Stable/A-1+

Germany AAA/Stable/A-1+

France AA+/Negative/A-1+

Italy BBB+/Negative/A-2

Netherlands AAA/Negative/A-1+

Sweden AAA/Stable/A-1+

Spain BBB-/Negative/A-3

Switzerland AAA/Stable/A-1+

Ireland BBB+/Negative/A-2

Portugal BB/Negative/B

*At Nov. 30, 2012. Source: Standard & Poor's.

Equity And Bond Markets Rebound But Risks Remain

Equity markets rebounded in the third quarter of 2012 from the lows in the second quarter, and are generally up

year-to-date (see charts 4 and 5). This has provided some respite for insurers' balance sheets. Risks remain, however,
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given the weak economic outlook and wider eurozone crisis.

Chart 4
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Chart 5

The adverse external environment also clouds the outlook for corporate credit risk. Corporate credit spreads in both

the eurozone and the U.K. have narrowed in 2012, following significant spread widening during 2011 (see table 3). We

anticipate, however, that the European speculative-grade default rate will rise to 6.3% for the 12 months to June 30,

2013, or further, to above 8%, in a downside scenario of a more protracted recession in the eurozone (see "European

Corporate Defaults Are On The Rise As Eurozone Stresses Continue," Sept. 25, 2012). In the absence of a material

pick-up in economic growth, we anticipate that the default cycle in Europe will be drawn out over an extended period.

Table 3

Credit Spreads (Basis Point Change)

Q3 2012 Q3 2012 year to date 2011

Eurozone

EX10 (AAA) (20) (94) 14

EX20 (AA) (84) (149) 57

EX30 (A) (34) (126) 110

EX40 (BBB) (85) (166) 144

U.K.

UN10 (AAA) (29) (47) 69
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Table 3

Credit Spreads (Basis Point Change) (cont.)
UN20 (AA) (45) (67) 28

UN30 (A) (58) (127) 83

UN40 (BBB) (96) (156) 226

Source: Bank of America/Merrill Lynch.

Solvency II Issues Remain Unresolved

We consider it is highly unlikely that implementation of Solvency II will be before 2016. The inability of European

policymakers to reach a consensus on key issues at its September 2012 three-way meetings only prolongs the

uncertainty for European insurers and their investors. In our opinion, further delays also increase the chance that the

framework's final rules will incorporate additional compromises and diverge further from its original market-consistent

aims. In our view, these developments have the potential to damage the framework's international reputation and

buy-in. This is exemplified by the lack of capital requirements for sovereign default risk, despite recent developments.

Limitations such as these may reduce the incentive for some insurers to apply for approval of internal models that

reflect these risks.

The valuation of long-term guarantees remains one of the critical unresolved issues. Several "solutions" to this problem

continue to be debated, including countercyclical premium, matched premium adjustment, yield curve extrapolation,

and grandfathering of back-books under existing Solvency I rules. The latest impact assessment on long-term

guarantees is not due until March 2013, just nine months before the current official implementation date. The potential

for delay was compounded by the European Commission's (EC) request that the European Insurance and

Occupational Pensions Authority (EIOPA) review the capital requirements relating to infrastructure financing, small

and midsized enterprise financing, socially responsible investments, and securitization by the end of February 2013.

The industry has been lobbying recently for extending the scope of the proposed matched premium adjustment

beyond the likely current beneficiaries of the U.K. and Spain to all guaranteed and with-profits liabilities. In our view,

this proposal may have merit, provided that there is sufficient rigor around testing the ability of insurers to avoid forced

selling of bonds.

Despite the anticipated delays and compromises, we continue to view Solvency II as critical to address deficiencies in

Solvency I. During the past year, regulatory forbearance has been in evidence to address the consequences of

historically low risk-free rates in certain markets and high and volatile government bond yields in the European

periphery. In our opinion, in some cases where nations have used discretion in modifying the application of Solvency I,

it developed to mitigate weaknesses in the current framework. However, these modifications also add to

inconsistencies in reported solvency ratios across Europe.

Solvency II is expected to improve consistency of solvency comparisons across Europe, although there is likely to be a

period of transition--uniformity of implementation by national regulators will take time to emerge. That said, ongoing

uncertainty over third-country equivalence could create an uneven playing field internationally, particularly in the U.S.

We see this as a key risk for European groups with U.S. life subsidiaries, given the liability valuation rules and
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significantly higher capital requirements for certain products (e.g., spread-based products) under Solvency II compared

with current U.S. regulatory requirements. We continue to monitor the potential strategic implications of

developments in this area for certain global multi-line insurers based in Europe.

Negative Bias In European Insurance Ratings

In the first three quarters of 2012, the ratio of downgrades to upgrades in the European insurance sector was 2.8 (i.e.,

for every insurer upgraded, we lowered ratings on almost three). The increase in sovereign-related risks was a key

cause of insurer downgrades during 2012 and this remains a threat going forward, with a high proportion of sovereign

ratings across Europe, Middle East and Africa (EMEA) having a negative outlook or being on CreditWatch with

negative implications.

The bias in our insurer rating profile is negative. Of our current EMEA insurer ratings, almost one in four carry

negative outlooks or CreditWatch placements; by contrast, only 6% have positive outlooks or CreditWatch

placements. The remaining 70% carry a stable outlook (see chart 7). Nevertheless, our view of the sector remains

strong relative to other rated corporates; the average long-term issuer credit rating on the European insurance groups

we rate stands at 'A-' (see chart 6).

Chart 6
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Chart 7

Issuer Review
Table 4

Company Or Group/Counterparty credit rating; insurer financial strength
rating*/Comments

Country Analyst

AEGON N.V. (A-/Stable/A-2; AA-/Stable*)
The stable outlook on AEGON and its core subsidiaries reflects our expectation that the company will
maintain the strength of its balance sheet and the business and financial profile of its key U.S.
operations. We could lower the ratings, based on our criteria in particular if, all other things being
equal: The stand-alone credit profile of AEGON USA ceases to be consistent with the rating; in order
to support the stand-alone credit profile of AEGON USA, we expect capital adequacy under our capital
model to be restored to 'AA' levels. Under our forecasts, capital adequacy in the U.S. will be $1 billion
deficient at the 'AA' level at year-end 2011, compared to being roughly consistent with 'AA' capital
adequacy at year-end 2010; capital adequacy falls below 'AA' (very strong) levels, which could result
from further falls in long-term interest rates or investment-related losses in excess of €1 billion;
fixed-charge cover ratios fall below 3x; financial leverage is not managed below 25% by year-end
2012; or net cash flows to the holding company fall below €1 billion. Based on current information, we
see no upside potential for the ratings on the core operating companies over the next two years.
Although we consider it currently unlikely, a positive rating action on the holding company could
result from a combination of: Non-U.S. businesses contributing to growth in net cash flows to the
holding company leading to a more balanced cash flow profile; and sustainable fixed-charge cover
ratios above 5x.

The
Netherlands

Sanjay
Joshi
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Allianz SE (AA/Negative/A-1+)
The negative outlook on AZSE reflects our view that capitalization could weaken further in light of
economic pressures in the eurozone and may not be sufficiently restored by year-end 2013. We might
lower the ratings if capital adequacy deteriorates or earnings prospects weaken to a level that in our
view would not allow capitalization to be restored at least comfortably in the 'A' range. We could,
however, affirm the ratings with a stable outlook if capital adequacy is sustainably restored to that
level.

Germany Volker
Kudszus

Assicurazioni Generali SpA (A/Watch Neg/--)
The CreditWatch indicates our view that there is a one-in-two chance that we could lower the ratings
on the Generali group, most likely by one notch. We expect to resolve the CreditWatch placement
shortly after Generali's announcement of its new strategy which we expect on Jan. 14, 2013,
notwithstanding any unexpected major event prior to that date. We could lower the ratings on
Generali group if we believe capitalization is unlikely to improve to levels consistent with the rating
over the next year. This could result from our review of the impact and execution risk of the new
strategy and announced asset sales, or the impact of potential minority buyouts. We could also lower
the ratings on some subsidiaries if our view of their strategic importance changes under the Generali
group's new strategy. We could also lower the ratings if we believe that the Generali group's balance
sheet appears less resilient to risk and volatility in the domestic financial environment, given Generali's
higher country exposure to Italy than for other global multiline insurers .We could affirm the ratings on
the Generali group if we believe that the new strategy is likely to strengthen Generali's future
capitalization to a level in line with capital adequacy in the 'A' rating category according to our capital
model, and the Generali group's balance sheet weathers the persistently high volatility and risks in
Italy without a durable negative impact on its financial and business profiles.

Italy Taos Fudji

Aviva PLC (A-/Stable/--; A+/Stable*)
The stable outlook on the core operating entities of the group reflects our expectation that the group
will maintain its current very strong competitive position and strong capital adequacy. Positive rating
action is likely to depend on the group improving its financial profile without impairing its very strong
business profile. This is likely to be predicated on: An improvement in profitability levels, especially
from the life insurance businesses, a reduction in volatility from more selective capital allocation, and
delivery of the planned £400 million per year cost reductions; a reduction in leverage or an increase in
earnings capacity, such that projected fixed-charge coverage levels trend above 6x and financial
leverage is sustainably below 30%; capital adequacy improves to levels toward the higher end of the
strong range, supported by a reduction in capital volatility; and the group's very strong business profile
remains intact after disposals of the segments currently defined as noncore. We may take a negative
rating action if: The group's financial profile deteriorates further, causing capital adequacy to decline to
adequate levels (This could result from its exposure to Eurozone-related risks or unexpected capital
strains from noncore businesses); or execution of the group's new strategic plan is more wide-ranging
than we expect--for example, because it proves difficult to boost performance of some of the business
segments currently identified as needing improvement, potentially resulting in further disposals and
therefore a weaker assessment of Aviva's business profile.

U.K. Simon
Ashworth

AXA (A/Negative/A-1; AA-/Negative*)
The outlook is negative, indicating that we might lower the ratings over the next 12 to 24 months if
AXA group's earnings generation and retention prospects do not allow capital adequacy to improve
sustainably within the 'A' range, based on our risk-based model over that time horizon. We could lower
the ratings within the next year or two if we believe that the pace of recovery of risk-adjusted capital
adequacy is unlikely to meet our base-case expectations. In particular, this would be the case if
retained earnings fall short of restoring capital adequacy, as per our criteria, comfortably within the 'A'
range. We could also lower the ratings if the operating and investment environment remains
dampened or toughens, translating into lower credit quality of AXA's investment portfolio, decreasing
or stable asset bases that would dampen AXA's prospects for earnings, or if the group's profile were to
be affected by less effective risk management policies. We may revise the outlook to stable, everything
else being equal, if the group sustainably meets our expectations for capital adequacy and earnings,
and if its capital efficiency initiatives effectively lead to lowering the sensitivity of its balance sheet to
external factors.

France Lotfi
Elbarhdadi

Achmea B.V. (Eureko B.V.) (A-/Stable/--; A+/Stable*)
The stable outlook reflects our view that management will remain focused on executing its strategy,
particularly its cost-cutting and complexity-reduction programs. We believe this will help Achmea to

The
Netherlands

Simon
Marshall
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maintain its leading position in the Dutch health and non-life markets without sacrificing profitability.
We expect non-life insurance to produce a net combined ratio under 97%; a basic health insurance
ratio under 100%; and a supplementary health insurance ratio under 95%. We also expect the life
business to benefit from the above programs and maintain its new business margins in the Netherlands
at 1% or higher. We anticipate that capitalization will remain very strong, with capital adequacy likely
to be at least very strong. We expect growth to be organic, although small acquisitions are possible.
The investment portfolio is likely to remain largely unchanged. We consider it unlikely that the ratings
will be raised over the rating horizon. The ratings may be lowered, however, if operating performance
weakens materially, especially if health or non-life underwriting performance comes under sustained
margin pressure.

AG Insurance (A-/Stable/--)
The stable outlook reflects our assessment that Ageas' diversified business profile and carefully
managed capital adequacy and investments are likely to balance the pressure on its life and non-life
operating performance and provide it with sufficient latitude to withstand its reduced financial
flexibility during the coming two years. We could raise the ratings on AG Insurance if Ageas exceeds
our expectations while maintaining strong levels of capital adequacy. Conversely, we could lower the
ratings if the group does not meet our earnings expectations or if capital adequacy weakens to levels
inconsistent with the current ratings, particularly if significant losses occurred because of legal
proceedings or the general account. We could also lower the ratings if Ageas' presence in Portugal was
to weaken the group's business and/or financial profile more quickly or to a greater extent than we
currently expect.

Belgium/The
Netherlands

Virginie
Crepy

CNP Assurances (A+/Negative/--)
The negative outlook reflects the challenging economic and financial market conditions that could
further prevent CNP from restoring its capital adequacy. We expect CNP's competitive position to
remain broadly stable. While the company is improving its business mix to include more profitable
products, we believe that low interest rates will weigh on financial income and that sales of unit-linked
products may suffer given the current troublesome stock Markets. Consequently, we expect new
business margins to remain just above 11% (based on annual premium equivalent) in 2011 and 2012,
and reported operating return on market-consistent embedded value to stay above 10% in 2011 and
2012. We expect a consolidated net result of at least €800 million before dividends for 2011 and
retained earnings (result net of dividend payment) above €500 million for 2012 and €570 million for
2013. We could lower the ratings if CNP's capital adequacy deteriorated further or if it posted earnings
short of our expectations. We could affirm the ratings and assign a stable outlook if CNP met our
earnings expectations mentioned above or if its capital adequacy rose toward "strong" levels, under
our risk-based capital model, at a faster pace than we currently expect.

France Oliver
Herbert

Groupama S.A. (BB-/Watch Negative/--)
The CreditWatch placement reflects the uncertainty about the potential impact of Groupama's
decision on the group's creditworthiness. In particular, we will assess the potential longer term benefits
and costs associated with Groupama's decision, including the potential impact on the group's business
and financial profile. In addition, we will assess the progress Groupama is making to improve its
solvency position. We aim to resolve or update the CreditWatch action over the next 90 days. We
could potentially lower the long-term ratings on Groupama to the 'B' category if our assessment
indicated a weaker business risk and/or financial risk profile than we currently expect. Our rating on
its 2007 junior subordinated issue will be lowered to 'C' following the nonpayment of the coupon on
the Oct. 22, 2012, interest payment date. Our ratings on its other two junior subordinated issues would
be lowered to 'CC' if management notifies investors that coupons on these instruments will also be
deferred.

France Virginie
Crepy

Hannover Rueckversicherung-AG (AA-/Stable/--)
The stable outlook reflects our expectation that Hannover Re will maintain what we see as a very
strong competitive position, which should enable the group to continue to perform strong underwriting
and bottom line earnings with low volatility. This should enable the group to maintain at least very
strong capital adequacy in 2012. A positive rating action is, in our view, remote at this stage due to a
continued challenging investment environment and Hannover Re's constrained financial flexibility.
The ratings could be lowered if the group sustainably underperforms our earnings expectations.

Germany Johannes
Bender

If P&C Insurance Ltd. (publ) (A/Stable/--)
The stable outlook reflects Standard & Poor's expectation that If will maintain its leading market Sweden Volker
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position in the Nordic non-life market and sustain its trend of strong earnings and capital management.
We expect the current low economic activity to continue to dampen premium growth. If's focus on
profitability, rather than growth, should enable its earnings to remain strong and achieve a combined
ratio below its target of 95% in 2012. However, the storms across the Nordic region in the end of 2011
could result in an increased claim level in the first quarter of 2012. We expect If to aim to meet Sampo
Group's 17.5% return on equity (ROE) target in 2012; however, this will very much depend on the
Nordic investment market performance (based on If's current investment profile). We expect earnings
in excess of the level required to satisfy If's 'A' range capitalization target to be paid to Sampo PLC.
There is currently no upside rating potential on If. Any rating actions on If would be contingent on an
assessment of the Sampo Group's financial strength. Sampo Group's large and increasingly strategic
investment in Nordea has resulted in reduced levels of surplus capital and financial flexibility at the
holding company, in our view. Quarterly cash dividends from Nordea have reduced the burden on If to
upstream cash to Sampo to meet its interest and dividend obligations. However, there remains some
risk to If in that it may be indirectly called on to support any strategic undertakings of Sampo Group or
any capital shortfall at Sampo's life insurance subsidiary, Mandatum Life Insurance Co. Ltd.
(Mandatum Life; not rated). Mandatum Life is exposed to a high level of asset-liability management
(ALM) risk. We could lower the ratings on If there were an increase in the Sampo Group's risk or a
weakening in its financial profile related to its future acquisition, investments, capital management
strategy, or Mandatum Life's ALM issues. A downgrade could also follow a significant weakening in
If's earnings or capital.

Kudszus

ING Verzekeringen N.V. (A-/Negative/A-2; A+/Negative*)
The negative outlook on INGV reflects our view of the significant risks associated with the divestment
of ING's insurance operations. We may lower the ratings on INGV if: We see evidence that the
performance of ING's insurance business is being impaired by the uncertainty surrounding its
divestment; or capital adequacy falls more than one category below the rating level, which could result
from risks relating to ING's US CBVA or investment exposures. The outlook on INGV could be revised
to stable if: ING successfully executes the planned IPO of its U.S. insurance business, reducing INGV's
exposure to the higher risk profile of its U.S. insurance operations, without impairing the strength of its
balance sheet; ING's insurance operations continue to demonstrate a high level of resilience in
underlying performance as measured by growth in new sales, stability in client balances, and strong
progress toward the 10% return on equity target based on growth in the operating result; and capital
adequacy is rebuilt to levels commensurate with the ratings, financial leverage is maintained below
35%, and fixed charge cover is sustainable above 5x.

The
Netherlands

Simon
Ashworth

Legal & General Group PLC (A/Stable/A-1; AA-/Stable*)
The stable outlook on L&G is aligned with the stable outlook on the core operating subsidiaries of the
group, which takes into account our assumption that industry and economic risks in the U.K. life sector
will remain elevated over the rating horizon. We believe L&G is well positioned relative to peers to
respond to these pressures, further increase market share, and continue to deliver new business
margins ahead of peers. We expect L&G to deliver an International Financial Reporting Standards
(IFRS) return on equity (ROE) in excess of 13% in 2012 and 2013 and new business margins to ease
from current high levels, but remain at about 4%. The stable outlook also incorporates our assumption
that LGAS will maintain a very strong financial profile. We will continue to monitor the potential
effects of the developing Solvency II standards. Until there is more clarity on certain areas of the
current Level 2 text, there remains a risk that Solvency II could have significant implications for
annuity writers in the U.K., including L&G. Despite the potential for transitional measures to defer the
full impact of Solvency II, a material adverse outcome that could not be mitigated by management
could lead to negative rating actions. Conversely, a more benign outlook for industry and economic
risks in the U.K. life sector, which we consider unlikely at present, or a further strengthening of
competitive position relative to peers following the wave of regulatory change over the rating horizon,
could lead to upside potential for the rating.

U.K. Simon
Ashworth

Lloyd's (A+/Positive/--)
The positive outlook on Lloyd's reflects our view of the Market's improving competitive position,
strong results in 2011 in spite of large catastrophe losses and our belief that the risk to capital from not
achieving internal model approval under Solvency II is reduced following further refinements to
Lloyd's model and the capital charges currently proposed by the standard model. A ratings upgrade in
the next 12-24 months would be contingent upon Lloyd's continuing to improve its competitive
position, and its ability to maintain and increase commitment of capital providers, both existing and
prospective. This could be supported by establishing, implementing, and meeting credible deliverables
as part of the strategic planning process and development of Vision 2025. We would also expect to see

U.K. Dennis P
Sugrue

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT DECEMBER 6, 2012   15

1045653 | 300051529

Industry Report Card: Risks Accumulate For European Insurers As The Economic Outlook Weakens And Solvency
II Uncertainties Persist



Lloyd's operating metrics continue to outperform peers before we considered an upgrade. In addition,
we would expect to see Lloyd's using its internal model effectively in the capital setting process from
2013. We could revise the outlook to stable due to a loss of capital providers should they incur capital
requirements or costs of doing business that impair the profitability of doing business in the market.
Similarly, we could revise the outlook to stable if we fail to see Lloyd's convert the aspirations of
Vision 2025 into a credible plan that should further improve the Market's competitive position and
diversify its capital base. Although we believe it is unlikely, we could also revise the outlook to stable if
we were to see operating performance returning to levels seen prior to 2002, reflecting poor
management of a softening underwriting cycle; or if the occurrence of a major catastrophe loss were
to lead to losses outside of the Market's risk tolerances.

Mapfre S.A. (BBB-/Negative/--; BBB+/Negative*)
The negative outlook reflects that on the long-term rating on Spain, as well as our view of the potential
weakening in Mapfre's business and financial risk profiles if the Spanish economic and financial
environments, and banking industry, were to deteriorate further. We will likely lower the ratings on
Mapfre by two notches if we lower the long-term ratings on Spain by one notch, as, under our criteria,
the maximum rating differential would be limited to one notch if the sovereign rating moves into
speculative grade. We could also lower the ratings by one notch if Mapfre's exposure to country and
investment risk were to significantly increase, which could result from the ongoing difficult operating
and financial conditions in Spain. We could revise the outlook on Mapfre to stable if we revised the
outlook on Spain to stable.

Spain Marco
Sindaco

Munich Reinsurance Co. (AA-/Stable/--)
The stable outlook reflects our expectation that Munich Re's capital position and earnings will prove
resilient to further volatility in economic and financial market conditions and that its underwriting
performance will remain strong. We would consider a positive rating action if the global and, in
particular, European economic and financial market conditions improve and Munich Re demonstrates
the sustained ability to yield profitable business growth and very strong underlying earnings in the
reinsurance segment. This would be coupled with a sustained recovery in the primary insurance
segment that more strongly compensates for potential volatility in property/casualty reinsurance.
Although unlikely at this stage, a negative rating action could occur, if Munich Re's capital falls into the
'A' category for a sustained period, as a result of investment charges or large natural catastrophes.
Failure of Munich Re's primary insurance business to meet its performance targets over a prolonged
period could affect our view of this segment as core to the group.

Germany Johannes
Bender

Prudential PLC (A+/Negative/A-1; AA/Negative*)
The negative outlook mainly reflects the risk that prospective capital adequacy may not be supportive
of the current ratings given ongoing pressure from the low interest rate environment and growth in
capital requirements, and the potential risks relating to a continued trend away from the group's
historic strength in the U.K. We may lower the ratings if we see that: There is further pressure on
group capital adequacy either from the U.K. business, growth, or the macroeconomic environment
leading to an downward revision of our assessment of capitalization to strong; operating performance
does not continue to be resilient to ongoing financial market pressures, measured by profitability
metrics across each part of the group; or the evolution in the profile of the group away from the U.K.
either 1. weakens the financial risk profile, measured by our analysis of capital and risk metrics across
the different business units, and increases the volatility of capital adequacy over the rating horizon; or
2. weakens our assessment of the business profile and operating performance, which may result from
increased reliance on higher risk products within the overall earnings profile. We may revise the
outlook to stable if: capitalization remains resilient, at very strong; continued growth in operating
earnings, based on IFRS and EEV metrics and maintenance of overall very strong profitability levels
with pretax new business margins remaining resilient above 7% (based on new business profits to
present value of new business premiums); and the evolution in the group's profile is achieved through
balanced diversification in products and markets that do not increase our assessment of the group's
risk profile. This depends fundamentally on the pace and risk profile of growth, the management of the
associated risks, and continued improvements in the credit profiles of the U.S. and Asian operations.

U.K. Simon
Ashworth

Royal & Sun Alliance Insurance PLC (A+/Stable/--)
The stable outlook reflects our view that RSA's strong competitive position, which is underpinned by
disciplined growth in the current economic downturn, will continue to contribute to strong and stable
underlying underwriting performance. In turn, this will help to stabilize capital adequacy within the 'A'
category over the next 12-24 months. We consider a positive rating action to be remote. We could
take a negative rating action if the capital adequacy measured by our capital model falls materially

U.K. Tatiana
Grineva
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below the 'A' range or operating performance materially deteriorates compared with our expectation
during the same time period. Furthermore, large acquisitions may also result in negative rating actions.

SCOR SE (A+/Stable/--)
The stable outlook reflects our expectation that SCOR will maintain the strength of its business and
financial profile. Based on current information, we see no upside potential in the next two years. We
could lower the ratings if: U.S. life earnings developed negatively after the acquisition of Transamerica
Re and impaired the group's financial profile, SCOR's capital adequacy fell significantly below the
rating level, SCOR's financial leverage rose above 25% or fixed charge coverage fell below 5x. In our
view, this could happen if SCOR failed to successfully manage the future financing of the so-called
"XXX" reserves in the U.S., although this is not our base-case scenario at present, or if SCOR's
increased risk appetite, as outlined in its strategic plan, resulted in higher volatility than we currently
expect, rather than stronger earnings.

France Virginie
Crepy

Standard Life PLC (A-/Stable/--; A+/Stable*)
The stable outlook reflects our expectation that SL will maintain its very strong capitalization, a key
rating strength, and its strong competitive position, particularly in the U.K. life market. Furthermore,
we anticipate that SL will continue to improve its operating performance. We might consider a
negative rating action if, all else being equal, in 2012 or 2013 SL were unable to: maintain its current
share of the U.K. pensions market after the impact of regulatory change; preserve operating
performance at the current levels, with new business margins of at least 1.5%, and operating profits at
current levels; and maintain at least very strong group capitalization. We view an upgrade over the
next 24 months as unlikely, due to current and prospective concentration of SL's business profile.
Potential rating upside would be linked to a significantly strengthened competitive position following
regulatory changes.

U.K. Christian
Badorff

Swiss Life Holding (BBB/Stable/--; A-/Stable*)
The stable outlook reflects our expectation that Swiss Life will continue to improve its operating
performance in terms of both profit from operations and new business margins. It also reflects our
expectation that Swiss Life will maintain its strong capitalization and competitive position. We would
consider a negative rating action if Swiss Life failed to achieve the following targets in 2012 or 2013: 1)
Counteract unfavorable investment conditions by further improving margin management and by
reducing interest rate dependence. This would be reflected in increasing risk and cost results and in
profit from operations and new business margins in the range of 1.4% to 1.6%. 2) Maintain a healthy
spread of about 100 basis points between net investment yield and average guaranteed rates, as well
as a weighted-average duration mismatch of below 1%. 3) Conserve group capital adequacy according
to our model at levels that are at least strong and maintain a healthy regulatory solvency position
through conservative asset allocation. 4) Maintain the proportion of traditional products below 30% of
new business production. 5) Leverage financial advisory subsidiary AWD Holding AG (AWD, not
rated) to attain at least stable EBIT margins of above 10% and moderately increase its new business
contribution further. 6) Keep group fixed-charge coverage higher than 5x and financial leverage below
30%. On the basis of our criteria and the information currently available to us, we see no potential for
a positive rating action in the next two years.

Switzerland Christian
Badorff

Swiss Reinsurance Co. Ltd. (AA-/Stable/--)
We expect Swiss Re to maintain its very strong competitive position in the life and non-life reinsurance
and in the ILS markets. We expect the group to maintain prudent cycle management in the current
soft pricing environment in the non-life space and to react quickly to exploit any material
improvement in pricing. We believe the Corporate Solutions direct non-life insurance segment will be
a more prominent contributor to group earnings and premium over the next few years. Lower
reinvestment yields and non-life underwriting margins are likely to strain operating profits over the
rating horizon, in our view. That said, we expect non-life operating performance to remain very strong
as a result of a strong and stable net income and a combined ratio significantly below our expectation
of 105%-110% for the reinsurance market in 2011. Return on revenue (ROR) and ROE should be in the
high single digits for 2011. We anticipate that net income will stabilize between $2.3-$2.5 billion from
2012, and that ROR and ROE will be above 12% and 10% over the same period, respectively. We
expect life operating margins to remain lower in 2011, but for ROR to be at 5% or above. We would
expect to see more stability in the life segment (including the Admin Re business segment) economic
value management (EVM) income, new business to contribute $350 million per year, and for no major
negative developments on previous years' business. In our opinion, the group's capitalization will be
resilient against asset-driven volatility, without falling below the 'AA' level. We do not foresee material
changes to the asset allocation strategy over the rating horizon. Positive rating action over the next

Switzerland Dennis
Sugrue

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT DECEMBER 6, 2012   17

1045653 | 300051529

Industry Report Card: Risks Accumulate For European Insurers As The Economic Outlook Weakens And Solvency
II Uncertainties Persist



12-24 months is unlikely, in our view. This is due to our view of increasing industry risk, including a
challenging pricing environment in non-life lines, a low interest rate environment, and an inability to
convert a very strong competitive position to what we consider to be a very strong operating
performance for the entire group. Negative rating action is also unlikely over the same time frame.
However, the ratings on Swiss Re could come under pressure if there were a material shift in the asset
allocation, effectively increasing risk to levels seen before the financial crisis, or if the group were hit
by large losses that were outside its risk tolerance, which would impede earnings and bring its risk
framework into question.

Talanx Primary Group (A-/Stable/--; A+/Stable*)
The stable outlook on TPG's core operating entities reflects our expectation that the group will defend
and further foster its competitive strength. We think this will be based on organic and acquisitive
growth in 2012, mainly in its Industrial Lines and its Retail International businesses. We view a
positive rating action as a remote possibility at this stage. We could consider lowering the ratings if
TPG fails to perform in line with our profit forecast, or if financial flexibility or capitalization
deteriorates to below what we see as strong levels as a result of further acquisitions or deteriorating
capital market conditions.

Germany Volker
Kudszus

Unipol Gruppo Finanziario SpA (BB+/Watch Neg/--; BBB/Watch Neg*)
The ongoing CreditWatch placement reflects the risk that UGF's increased participation in the
Premafin HP group and the planned merger of Unipol Assicurazioni with Premafin HP, Fondiaria-SAI,
and Milano Assicurazioni could weaken the Unipol group's current good financial risk profile. Standard
& Poor's aims to resolve or update the CreditWatch placement within the next three months once
Unipol reports its first consolidated accounts, which include Premafin HP group; the new board at
Milano Assicurazioni is appointed; and uncertainties about potential nonrecurring costs expected for
year-end 2012, in particular asset value and reserve strengthening, reduce. Upon resolution of the
CreditWatch, we could lower the ratings on Unipol Assicurazioni and UGF by one notch depending on
the final Unipol group structure, level of capital, and potential materialization of nonrecurring costs.
We currently estimate that the pro forma capitalization of the enlarged Unipol group is just above that
required at the 'BBB' level. If the group's actual capital position is materially weaker than we expect,
we could lower the rating on the Unipol group by more than one notch. Conversely, we could affirm
the ratings if we see that the Unipol group's financial risk profile remains good as a result of the
merger, if Unipol management establishes conservative financial targets, and if capital proves resilient
to nonrecurring costs and remains comfortably in the 'BBB' range.

Italy Marco
Sindaco

Zurich Insurance Co. Ltd. (AA-/Stable/--)
The stable outlook reflects our assessment that ZIG will be able to defend its very strong competitive
position, continue to maintain very strong underlying profitability, and generate retained earnings at a
level that should sustain strong capital adequacy. We could lower the ratings if ZIG is unable to meet
our earnings and capitalization expectations. We believe upward rating potential is remote at this
stage.

Switzerland Volker
Kudszus

As of Nov. 30, 2012.

Recent Rating Activity
Table 5

Selected Recent Rating/Outlook/CreditWatch Actions

Company
or group To From Date Reason

Allianz SE

AA/Negative/-- AA/Watch Neg/-- Jan. 27,
2012

The outlook revision reflects our view that capital adequacy has
weakened to a level close to our minimum expectations for the
current ratings and the risk that it could weaken further in light of
economic pressures in the eurozone coupled with challenging
financial market conditions.
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Table 5

Selected Recent Rating/Outlook/CreditWatch Actions (cont.)

Aviva PLC

A/Negative/--;
AA-/Negative*

A/Watch Neg/--;
AA-/Watch Neg*

Jan. 27,
2012

The negative outlook reflects the potential effect that increasing
economic pressures in the eurozone and across Europe, combined
with difficult financial market conditions, may have on Aviva's
future earnings capacity. A lower earnings capacity, coupled with
Aviva's lower level of capitalization relative to its rating and a
constrained financial flexibility, could cause us to lower the rating.

A/Watch Neg/--;
AA-/Watch Neg*

A/Negative/--;
AA-/Negative*

May 17,
2012

The CreditWatch placement reflects our view of heightened risk
and uncertainty over the implications of both management
changes (including the unplanned departure of the group CEO) and
the upcoming strategic review on Aviva's future business and
financial profiles. After announcing the departure of its group CEO
on May 8, 2012, Aviva stated its priorities for its strategic review.
These include performing business unit reviews, seeking cost
efficiencies, and building capital resources. Although we recognize
that some of these priorities may improve aspects of Aviva's credit
profile, these potential benefits are outweighed by risks and
uncertainties over the group's ongoing commitment to reduce
leverage, its future strategic and operational plans for certain
businesses (including those in the U.S.), and the earnings impact of
its intention to reduce risk.

A-/Stable/--;
A+/Stable*

A/Watch Neg/--;
AA-/Watch Neg*

Aug. 15,
2012

The rating actions reflect our view of the significant risks and costs
associated with Aviva delivering on its strategic plan. These risks
and costs could be elevated given the current state of
macroeconomic uncertainty. In addition, the ongoing pressures
from financial market volatility continue to delay the fulfillment of
our expectation of improvements in Aviva's financial risk profile. In
particular, Aviva's capitalization has proved to be very sensitive to
financial market movements and is a key weakness to the rating.

Assicurazioni Generali SpA

A+/Watch Neg/-- AA-/Watch Neg/-- Jan. 17,
2012

The ratings on Generali were lowered by one notch and remain on
CreditWatch negative, following the Jan. 13, 2012 lowering of the
ratings on nine Eurozone member governments, including Italy.

A/Stable/-- A+/Watch Neg/-- Jan. 27,
2012

The downgrade reflects Generali's weakened capital adequacy,
which we currently view as only "good" and that we believe will
likely remain so over the coming two years. In addition, we believe
current market conditions are constraining Generali's financial
flexibility.

A/Watch Neg/-- A/Stable/-- June 7,
2012

The CreditWatch placement reflects our view that the removal of
the CEO on June 2, 2012 has created uncertainty regarding
Generali's future strategic direction. While the planned
replacement CEO, Mario Greco, is reported to have a good
management track record, the change in leadership could weigh on
Generali's ability to respond quickly to strategic challenges from
the demanding and evolving economic environment. These
challenges include Generali's ability to rebuild its capitalization and
improve its financial flexibility, both of which we view as
weaknesses relative to the current rating. Furthermore, the
unexpected change in CEO could, in our view, indicate potential
governance issues.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT DECEMBER 6, 2012   19

1045653 | 300051529

Industry Report Card: Risks Accumulate For European Insurers As The Economic Outlook Weakens And Solvency
II Uncertainties Persist



Table 5

Selected Recent Rating/Outlook/CreditWatch Actions (cont.)

AXA

A/Negative/A-1;
AA-/Negative*

A/Watch Neg/A-1;
AA-/Watch Neg*

Jan. 27,
2012

The negative outlook reflects our concern that AXA's ability to
restore its risk-adjusted capital adequacy to levels more consistent
with its ratings could be challenged within the next two years.
AXA's capitalization is a weakness for the ratings because of a high
level of intangibles on the balance sheet and the significant
reliance of its capital adequacy on soft forms of capital. Capital
adequacy further weakened in the second half of 2011 because of
widening credit spreads, a historically low interest rate
environment, and dampened and volatile equity markets. We
believe that the recent downgrade of some eurozone sovereign
issuers further increases credit risk capital requirements for the
group. Our view is that the group's financial flexibility is also
weakened in the current environment.

CNP Assurances

A+/Negative/-- AA-/Watch Neg/-- Jan. 27,
2012

The rating action reflects our view that financial market
developments and our view of increased credit risk in the
eurozone--in particular the recent downgrade of some eurozone
sovereign issuers and the consequent downgrades of financial
institutions--have further increased CNP's risk capital
requirements. As a result, we believe that its capacity to restore its
capital adequacy to "strong" levels within the next two years has
weakened. On top of that, low interest rates, increased credit
spreads, and volatile equity markets weakened CNP's earnings
generation capacity in 2011. This will likely remain constrained
this year because of continuing difficulties in the financial markets
and the impact of the economic slowdown in the eurozone, despite
the contribution from its healthy non-European business (mainly
the Brazilian one). This will further delay the restoration of the
company's capital base, in our opinion, despite management
actions to strengthen the company's solvency position.

Groupama S.A.

BB/Negative/-- BBB-/Watch Neg/-- June
25,
2012

The downgrade follows our reassessment of Groupama's business
and financial profiles in light of management's actions to improve
capital adequacy. These actions mainly consist of reducing the
insurer's exposure to equity and property risks, as well as the sale
of several group entities. This includes the sale of Groupama
Seguros and of GAN Eurocourtage's brokerage business, which the
group announced on June 19, 2012, and June 8, 2012,
respectively. We understand that Groupama is also planning to sell
Groupama Insurance U.K. Ltd. We consider that these actions,
though positive, are unlikely to restore Groupama's capital
adequacy to levels supportive of an investment-grade rating over
the coming year, according to our risk-based capital adequacy
criteria. In addition, we believe there is a risk that adverse capital
market conditions, which have deteriorated since our previous
CreditWatch update on March 20, 2012, may constrain execution
of management actions and dampen their impact. Groupama still
retains a significant exposure to equities and Southern European
sovereign bonds.

BB-/Watch Neg/-- BB/Negative/-- Oct. 9,
2012

The downgrade of Groupama reflects our belief that Groupama's
decision, announced on Oct. 5, 2012, to cancel the coupon
payment on its junior subordinated notes issued in 2007 is likely to
adversely affect Groupama's financial flexibility, albeit partly offset
by the relatively small positive impact on the group's solvency
margin and liquidity saving. We also believe Groupama's decision
could adversely affect the group's business franchise in terms of
non-life client retention and life policy persistency.
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Table 5

Selected Recent Rating/Outlook/CreditWatch Actions (cont.)

Lloyd's

A+/Positive/-- A+/Stable/-- Aug. 28,
2012

The outlook revision reflects our improved view of Lloyd's
competitive position, its operating performance in 2011--which
was broadly in line with our expectations in spite of record
losses--and continued progress toward implementing the internal
model despite delays in transition to the Solvency II regime in
Europe. We also observe that the convergence between Lloyd's
internal model and the proposed standard formula for required
capital is much reduced following changes to capital charges for
non-EU natural catastrophe business.

Mapfre S.A.

BBB+/Negative/--;
A/Negative*

A/Watch Neg/--;
AA-/Watch Neg*

Jan. 17,
2012

The ratings on Mapfre were lowered by two notches, following the
Jan. 13, 2012 lowering of the ratings on nine Eurozone member
governments, including Spain.

BBB/Negative/--;
A-/Negative*

BBB+/Negative/--;
A/Negative*

April
30,
2012

The rating actions on the various Mapfre Group entities follow our
lowering of the long- and short-term ratings on the Kingdom of
Spain (BBB+/Negative/A-2). Under our criteria, our view of
country risk generally constrains our ratings on an insurer.
Following the sovereign rating action, Mapfre Group's country risk
has, in our view, increased.

BBB-/Watch Neg/--;
BBB+/Watch Neg*

BBB/Negative/--;
A-/Negative*

Oct. 15,
2012

The rating actions on the various Mapfre Group entities follow our
lowering of the long- and short-term ratings on the Kingdom of
Spain (BBB-/Negative/A-3) on Oct. 10, 2012. Under our criteria,
our view of country risk generally constrains our ratings on an
insurer. Following the sovereign rating action, country risk has, in
our view, increased. The negative CreditWatch placement reflects
the possibility that we could lower the ratings by a further one
notch following our review of Mapfre's exposure to country risk
and the sensitivity of its profile to the deteriorating credit quality of
Spain. We could lower the ratings by a further notch if, in our view,
the sensitivity to country risk from exposures to Spanish business,
sovereign debt, related bank debt, and deposits--and the resulting
potential impact on the business and financial risk profiles--does
not justify a two-notch differential with the Spanish sovereign
rating.

BBB-/Negative/--;
BBB+/Negative*

BBB-/Watch Neg/--;
BBB+/Watch Neg*

Oct. 25,
2012

The rating actions on the various Mapfre Group entities follow our
review of Mapfre's exposure to country risk and the sensitivity of
its profile to the deteriorating credit quality of Spain. The negative
outlook reflects that on the long-term rating on Spain, as well as
our view of the potential weakening in Mapfre's business and
financial risk profiles if the Spanish economic and financial
environments, and banking industry, were to deteriorate further.

Prudential PLC

A+/Negative/A-1;
AA/Negative*

A+/Stable/A-1;
AA/Stable*

Oct. 25,
2012

The outlook revision reflects the risk that prospective capital
adequacy may not be supportive of the current ratings given
ongoing pressure from low interest rates and increases in capital
requirements linked to growth, and the potential risks relating to a
continued relative trend away from the group's historic U.K.
strength. The group's risk profile continues to evolve toward Asian
operations that, as a whole, we currently view as having a weaker
credit profile than the group's U.K. operations, and also greater
relative exposure to higher risk products in the U.S.
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Table 5

Selected Recent Rating/Outlook/CreditWatch Actions (cont.)

Royal & Sun Alliance Insurance PLC

A+/Stable/-- A/Positive/-- Feb. 27,
2012

We expect capital adequacy based on Standard & Poor's capital
model to stabilize at its current strong level ('A' range) in 2012.
Consequently, we are raising our long-term counterparty credit
and financial strength ratings on the core operating entities of RSA
Group. The stable outlook reflects our expectation that RSA Group
will continue to maintain its strong competitive position, strong
capitalization underpinned by strong enterprise risk management,
and strong cross-cycle operating performance.

SCOR SE

A+/Stable/-- A/Positive/-- June 4,
2012

The upgrade reflects our view that SCOR has improved its
financial profile in recent years, even after it acquired
Transamerica Re's business from AEGON N.V. in August 2011. In
addition, we believe Transamerica Re will give SCOR greater
business and geographic diversification.

Swiss Life Holding

BBB/Stable/--;
A-/Stable*

BBB-/Positive/--;
BBB+/Positive*

May 3,
2012

The upgrade of Swiss Life reflects our opinion that Swiss Life has
managed to rebuild its financial profile to strong levels, in line with
its business profile. The group has also managed to maintain its
capital adequacy according to our criteria in very difficult market
conditions, and we expect it to continue to do so in 2012 and 2013.
Against our initial base-case assumption, government rates in
Switzerland and Germany deteriorated further in 2011.
Nonetheless, Swiss Life's bottom-line profitability in 2011 was in
line with our expectations because its efforts to improve cost and
risk results continued to bear fruit. Prospective profitability, as
measured by market-consistent embedded value (MCEV)-based
new business margins, was below our initial expectation, mostly
because of lower interest rates. We consider that this was offset by
the improved operational efficiency.

Unipol Gruppo Finanziario SpA

BBB-/Watch Neg/--;
BBB+/Watch Neg*

BBB/Watch Neg/--;
A-/Watch Neg*

Jan. 17,
2012

The downgrade follows our Jan. 13, 2012, lowering of the
sovereign credit ratings on the Republic of Italy.

BB+/Watch Neg/--;
BBB/Watch Neg*

BBB-/Watch Neg/--;
BBB+/Watch Neg*

Aug. 9,
2012

The downgrade reflects our view of Unipol's weakening financial
risk profile following its increased financial and management
commitment to the Premafin group, inclusive of its €339.5 million
investment in Premafin HP capital and potential €140 million
investment in Fondiaria-SAI SpA savings shares. In our opinion,
the benefits of the €725.8 million received so far on the €1.1 billion
capital increase are more than offset by its financial commitments
and resulting weaker investment profile, weakened financial
flexibility, and increasing weight of the Premafin group business
and financial risk profiles on Unipol's financial strength. We have
also revised our opinion of Unipol's management and corporate
strategy to marginally negative from marginally positive to reflect
the scale of the financial and operational challenge in embarking
on such a transaction in very difficult market conditions.

Contact Information
Table 6

Contact Information
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Table 6
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