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Research Update:

Netherlands-Based Insurance Group Achmea
Outlook To Negative On Weakening Financial
Risk Profile; Ratings Affirmed

Overview

* Insurance group Achnea's expectation of a |oss of about €380 nmillion for
financial year 2016 highlights an inherent volatility in its capital and
earni ngs, places nmaterial pressure on its fixed-charge coverage ratio,
and weakens its financial risk profile.

e W are therefore revising our outlook on hol ding conpany Achnea B.V. and
its operating subsidiaries to negative fromstable. W are affirmng our
'"BBB+' rating on Achnea B.V., our '"A-' rating on highly strategic
subsi di ari es Achnmea Rei nsurance Conpany NV and Achnmea Bank N. V., and our
"A ratings on the group's core operating conpanies.

e The negative outlook reflects our view that we nmay |ower the ratings by
one notch over the next one to two years if the group fails to rebuild
its financial risk profile.

Rating Action

On Feb. 21, 2017, S&P d obal Ratings revised its outl ook on Netherl ands-based
i nsurance hol di ng conpany Achnmea B.V. and its subsidiaries to negative from
st abl e.

At the same tinme, we affirnmed our 'A counterparty credit and insurer
financial strength ratings on the group's core operating subsidiaries, our
"A-' financial strength rating on Achmea Rei nsurance Conpany NV and Achnea
Bank N. V., and our 'BBB+ counterparty credit rating on Achnea B. V.

Rationale

The negative outl ook reflects our concerns over Achnmea's ability to rebuild
its financial risk profile following multiple one-off |osses. The expected

| oss of about €380 million is materially bel ow our forecasts and evi dences
Achnea' s weakeni ng and nore vol atile operating performance in recent years.
Specifically, we see a risk that earnings nmay not recover sufficiently to
reduce the pressure on the group's fixed-charge coverage and could materially
weaken the group's capital adequacy.

The ratings on the core operating insurance subsidiaries reflect our view of
the group's strong conpetitive position, based on its doninant position in the
Dutch health insurance and property and casualty insurance narkets. They al so
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reflect the group's recently weakening financial risk profile, follow ng
numer ous one-of f | osses and provisions in 2013 and 2014 and the expected | oss
in 2016. Although we still view Achnea's capital and earnings as very strong,
there has been a long-termdecline in excess capital at the '"A level, which
will continue if Achnmea does not return to strong profitability in 2017. The
expected | oss al so mai ntains pressure on the Achnmea group's fixed-charge
coverage, which will be negative in 2016.

Achnea operates in the highly challenging Dutch insurance narket which is
characterized by intensive conpetition, |egislative changes, and | ow interest
rates in non-life and life sectors. Achnea also faces indirect politica
pressure in the health sector in the Netherlands. W consider that, under such
conditions, the group could find it difficult to sustainably restore
profitability and rebuild its bal ance-sheet strength.

Qur base-case scenario assunes that Achnea's managenent will take actions over
the next two years to ensure that it maintains capital adequacy in the upper
"A'" range, as per our capital nodel. W also expect the group to return to
operating profit in excess of €250 million per year in 2017 and 2018. W
anticipate the group recordi ng conbined ratios bel ow 100% ( excl udi ng
catastrophe events) in its non-life and health segnments. A conbined ratio

bel ow 100% si gni fies an underwiting profit.

Outlook

The negative outl ook reflects our concerns that Achmea may not be able to
restore its profitability to a level sufficient to maintain its capita
adequacy at least within the "A" range and its average fixed-charge coverage
above 4x. The outl ook also reflects that if operating performance were to
remai n weak, and we believe that the group's weak fixed-charge coverage is
unlikely to inprove, we could consider lowering the ratings by nore than one
not ch.

We could revise the outlook to stable if we see an inprovenent in operating
performance, allowi ng the group to rebuild its financial risk profile, return
to a sustainable fixed-charge coverage of over 4x, and maintain capital in
excess of the 'A |evel per our nodel.

Ratings Score Snapshot

To: From
Hol di ng Company Rati ng BBB+/ Negat i ve/ - - BBB+/ St abl e/ - -
Fi nancial Strength Rating Al Negati ve Al St abl e
Anchor a- a-
Busi ness Risk Profile Strong Strong
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| | CRA*
Conpetitive Position

Financial Risk Profile
Capital & Earnings
Ri sk Position
Financial Flexibility
Modi fiers

ERM and Managenent
Enterpri se R sk Managenent
Managenent & Gover nance
Hol i stic Analysis

Liquidity
Suppor t

Group Support
Gover nment Suppor t

I nternedi ate Ri sk
Strong

Moderately Strong
Very Strong
Moder at e Ri sk

Less than Adequate

+1

+1

Strong
Satisfactory
0

Excepti onal

*] nsurance Industry And Country Ri sk Assessnent.

Related Criteria

e General

e Criteria - Insurance - General:

e Criteria - lInsurance - Ceneral:
2013

e Ceneral Criteria:

For Corporate Entities And Insurers, Nov.
| nsurance - Ceneral:
Adequacy Using The Ri sk-Based | nsurance Capital

e Criteria -
Anal yzing I nsurer Capital

Criteria: Goup Rating Mthodol ogy, Nov.

Profile; Ratings Affirmed

I nternedi ate Ri sk

Strong

Strong

Very Strong

I nternediate Risk

Less t han Adequate

+1

+1

Strong
Satisfactory
0

Excepti onal

0 0
0 0
0 0
19, 2013
Enterprise Ri sk Managenent, May 07, 2013
I nsurers: Rating Methodol ogy, My 07,

13, 2012

Met hodol ogy: Managenent And Governance Credit Factors

Refi ned Met hodol ogy And Assunptions For

Model , June 07, 2010

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

e Criteria - Insurance - General: Hybrid Capital Handbook: Septenber 2008
Edition, Sept. 15, 2008

Ratings List

Ratings Affirned; CreditWtch/ Qutlook Action

Achrea B. V.
Counterparty Credit Rating
Achnea Bank N. V.

Counterparty Credit Rating

To

BBB+/ Negati ve/ - -

A-/ Negative/ A-2

Achmea Pensi oen & Levensverzekeringen N.V.

Achnea Zor gverzekeringen N. V.
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BBB+/ St abl e/ - -

A-/ St abl e/ A-2
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Achnea Schadever zekeringen N. V.
Counterparty Credit Rating Al Negative/-- A St abl ef - -
Fi nancial Strength Rating Al Negat i ve/ - - Al St abl e/ - -

Achnea Rei nsurance Conpany NV
Financial Strength Rating A-/ Negative/ - - A-/ Stabl e/ --

Ratings Affirned

Achnmea B. V.
Seni or Unsecur ed BBB+
Juni or Subordi nat ed BBB-

Achmea Bank N. V.
Seni or Unsecur ed A-
Certificate OF Deposit A-2

Additional Contact:
Insurance Ratings Europe; Insurancelnteractive_ Europe@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is available to subscribers of

Rati ngsDi rect at ww. gl obal creditportal.comand at www. spcapitaliqg.com All
ratings affected by this rating action can be found on the S& d obal Ratings
public website at www. st andardandpoors.com Use the Ratings search box | ocated
inthe left colum.
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