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Research Update:

Netherlands-Based Insurance Group Achmea
Outlook Revised To Negative On Subdued
Earnings; Ratings Affirmed

Overview

« W have observed continued pressure on Netherl ands-based i nsurance group
Achnea' s earnings and, consequently, on its fixed-charge coverage and
capi tal adequacy.

* W are therefore revising our outl ook on holding conpany Achnea B.V. and
its subsidiaries to negative from stable.

W are affirming our "A-' rating on Achnea B.V. and our 'A+ ratings on
the group's core operating conpanies.

Rating Action

On May 21, 2014, Standard & Poor's Ratings Services revised its outl ook on
Net her | ands- based i nsurance hol di ng conpany Achnmea B.V. and its subsidiaries
to negative from stable.

At the same tinme, we affirned our 'A+ counterparty credit and insurer
financial strength ratings on the group's core operating subsidiaries and our
"A-' counterparty credit rating on Achnea B. V.

Rationale

The outl ook revision reflects the continued pressure we have observed on
Achnea's earnings. Specifically, we see a risk that earnings may not recover
sufficiently to reduce the pressure on the group's fixed-charge coverage and
capi tal adequacy.

The ratings on the core operating insurance subsidiaries reflect our view of
the group's strong business risk profile and very strong financial risk
profile, built on a strong conpetitive position and very strong capital and
earnings. Under our criteria, we conbine these factors to derive an anchor of

either "a' or 'a+'. In a change to our previous approach, we use an anchor of
"a' for Achnmea to reflect the group's reduced capital strength, followi ng a
continued decline in excess capital at the 'AA level. In our view, this now

nore than offsets the relatively lowrisk profile and market-1eading position
of the group's health franchi se, which underpinned the previous 'at+' anchor

Al t hough we still view Achnea's capital and earnings as very strong, there has
been a long-termdecline in excess capital at the 'AA" level, and Achnea's
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ear ni ngs have been subdued in recent years, putting pressure on the group's
fi xed-charge coverage.

Qur base-case scenari o assunes that Achnea's net income will inprove, as the
€450 mllion cost reduction programis executed up to 2016, al ongside
underwriting performance that is consistent with or inproving conpared with
prior years in basic health and non-Ilife insurance.

The group credit profile and our ratings on Achmea's core subsidiaries are one
notch above the anchor, reflecting our assessment of enterprise risk
managenent (ERM) as strong. Achnea has recently inproved its risk managenent
culture and overall risk controls, and introduced strategic risk managenent,
which has led us to revise upward our view of ERMto strong from adequate. A
key assunption underlying this assessnment is that the Dutch governnment woul d
support the country's basic health insurance industry if an extreme event,
such as a pandenic, caused financial stress to insurers.

Outlook

The negative outlook reflects the risk that Achnea's earnings may not recover
sufficiently to reduce the pressure on fixed-charge coverage and our
assessment of capital adequacy.

If Achnea's fixed-charge coverage did not reach 4x by year-end 2015, we would
likely lower the rating by one notch. W could also lower the rating by one
notch if we considered that the group's capital adequacy had fallen bel ow very
strong.

Qur base-case scenario is that the group's fixed-charge coverage will reach 4x

by year-end 2015 and capital adequacy will remmin very strong; in which case,
we woul d likely revise the outl ook back to stable.

Ratings Score Snapshot

To From

Fi nanci al Strength Rating A+/ Negati ve A+/ St abl e
Anchor a a+

Busi ness Risk Profile Strong Strong

1 CRA Low Ri sk Low Ri sk

Conpetitive Position Strong Strong

Financial Risk Profile Very Strong Very Strong

Capital and Earnings Very Strong Very Strong

Ri sk Position I nternedi ate Ri sk I nternedi ate Ri sk

Financial Flexibility Adequat e Adequat e
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Modi fiers +1 0
ERM and Managenent +1 0
Enterpri se R sk Managenent Strong Adequat e
Managenment and Gover nance Satisfactory Satisfactory
Hol i stic Analysis 0 0
Liquidity Excepti onal Excepti onal
Suppor t 0 0
Group Support 0 0
Gover nment Support 0 0

I CRA--1nsurance I ndustry And Country Ri sk Assessment.

Related Criteria And Research

* Insurers: Rating Methodol ogy, May 7, 2013

e Group Rating Methodol ogy, May 7, 2013

» Enterprise Ri sk Managenent, May 7, 2013

 Managenent And Governance Credit Factors For Corporate Entities And
I nsurers, Nov. 13, 2012

* Refined Methodol ogy And Assunptions For Anal yzing | nsurer Capital
Adequacy Using The Ri sk-Based | nsurance Capital Mdel, June 7, 2010

 Hybrid Capital Handbook: Septenber 2008 Edition, Sept. 15, 2008

Ratings List

Ratings Affirned; CreditWtch/Qutlook Action

To From
Achnea B. V.
Counterparty Credit Rating
Local Currency A-/ Negative/ - - A-/ Stabl e/ --
Seni or Unsecured A-
Juni or Subordi nat ed BBB

Achmea Pensi oen & Levensverzekeringen N.V.

Achnea Zor gverzekeringen N. V.

Achmea Schadever zekeringen N. V.
Counterparty Credit Rating

Local Currency A+/ Negati ve/ - - A+/ St abl e/ - -
Fi nancial Strength Rating
Local Currency A+/ Negati ve/ - - A+/ St abl e/ - -

Additional Contact:
Insurance Ratings Europe; Insurancelnteractive_Europe@standardandpoors.com
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Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal credi tportal.comand at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box |ocated in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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