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Research Update:

Ratings On Netherlands-Based Achmea Group
Entities Affirmed; Outlooks Remain Negative

Overview

* I n 2018-2020, we expect Achnea Group will stabilize its operating
performance, reduce its capital and earnings volatility, |essen pressure
on its fixed charge ratio, and strengthen its financial risk profile.
This momentum stens fromthe group's inproved operating results in 2017,
as well as managenent actions--both taken and pl anned.

« W are therefore affirmng our 'BBB+ ratings on Achnmea B.V, our 'A-'
rati ngs on highly strategi c subsidiaries Achnea Rei nsurance Conpany N. V.
and Achnea Bank N. V., and our 'A ratings on the group's core operating
conpani es.

e The negative outl ook continues to reflect that we nay | ower the ratings
by one notch over the next 12-18 nonths if earnings do not recover in
line with our expectations, or volatility of capital and/or earnings
persists and the financial risk profile does not strengthen in line with
our expectations.

Rating Action

On July 26, 2018, S&P d obal Ratings affirmed its 'BBB+ ratings on Achnea
B.V, "A' ratings on highly strategic subsidiaries Achnmea Rei nsurance Conpany
N. V. and Achnea Bank N. V., and 'A" ratings on the group's core operating
conpani es. The outl ook is negative.

Rationale

W bel i eve Achnmea has nmade steps to reduce its capital and earnings volatility
by strengthening its premumrates and inproving its clains experience and
expense control, albeit am d intense conpetition in the non-life and life
sectors. Myreover, the sale of Friends First and revision of its reinsurance
program al so hel ped to reduce capital and earnings volatility in 2017, and
will continue to do so. This, in turn, is likely to reduce pressure on its
fixed charge coverage and strengthen its financial risk profile. W believe,
however, that a sustainable track record of performng in line with our base
case assunptions has yet to be denobnstrated and if the group falls short we
may consi der a downgrade.

We expect Achnea's operational result to be in excess of €300 million in 2018,
€380 mllion in 2019, and €440 million in 2020. Qur revised earnings forecast
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and potential managenent actions also |lead us to believe that, although the

fi xed-charge coverage ratio will still be less than 4x in 2018, Achnea's
average fixed-charge coverage ratios for 2018-2020 will be around 4x (2016:
3.1x). W are therefore revising our assessnent of Achnea's financial
flexibility to adequate fromless than adequate. W expect its financial

| everage to renmmin stable at around 26% 28% i n 2018-2020. As a consequence, we
bel i eve Achnea's financial risk profile has inproved.

Ongoing indirect political pressure and intense conpetition in the health
segnent, despite reduced | oss provisions in 2017, continues to underm ne the
group's overall operating performance and financial risk profile. W have
revi sed downward our assessnment of Achmea's ERM because the group did not
recover its fixed-charge coverage ratios to nore than 4x within its own
specified timefrane. This is due to certain strategic choices nmade to support
basi c health segment, which also |led us to reassess our previous opinion that
Achmea optimizes its risk adjusted returns across all business units.

The ratings on the core operating insurance subsidiaries continue to refl ect
our view of the group's |eading position in the Dutch non-life and health
markets, with a well-diversified profile including life insurance, asset
managenent, and banking activities.

Outlook

Despite Achnea's inproved financial risk profile due to its better operating
per f ormance, expected reduction in volatility of earnings and therefore
capital, and prospectively reducing pressure on its fixed charge coverage
rati o, we see a risk that earnings may not recover in line with our

expect ations.

Downside scenario

We could |l ower the ratings over the next 12-18 nonths if profitability was
bel ow our expectations, outlined above, and this prevented Achnea from
maintaining its capital adequacy at least within the "A range and its fixed
charge cover rati o above 4x.

Upside scenario

We coul d revise the outl ook to stable over the next 12-18 nonths if we see an
i mprovenent in operating performance in line with or exceedi ng our
expectations, and earnings volatility reducing conpared to historic
performance. This would enable the group to strengthen its financial risk
profile, return to a sustainable fixed-coverage of over 4x, and maintain
capital in excess of the "A level under our capital nodel.
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Ratings Score Snapshot
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NB: Support does not consider

e CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017
e Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondef err abl e Subordi nat ed Debt Methodol ogy And Assunptions, Jan. 29,
2015
e CGeneral Criteria: Principles For Rating Debt |ssues Based On | nputed
Prom ses, Dec. 19, 2014
e General Criteria: Goup Rating Methodol ogy, Nov. 19, 2013
e Criteria - Insurance - General: Enterprise R sk Managenent, My 7, 2013
e« Criteria - Insurance - General: Insurers: Rating Methodol ogy, May 7, 2013
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CGeneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

Ceneral Criteria: Criteria Carification On Hybrid Capital Step-Ups, Call
Options, And Repl acenent Provisions, Cct. 22, 2012

Criteria - Insurance - General: Refined Methodol ogy And Assunptions For
Anal yzing I nsurer Capital Adequacy Using The Ri sk-Based | nsurance Capital
Mbdel , June 7, 2010

Criteria - Financial Institutions - General: Mthodol ogy: Hybrid Capital
| ssue Features: Update On Dividend Stoppers, Look-Backs, And Pushers,
Feb. 10, 2010

Criteria - Financial Institutions - Banks: Assunptions: Carification O
The Equity Content Categories Used For Bank And | nsurance Hybrid
Instruments Wth Restricted Ability To Defer Paynents, Feb. 9, 2010

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

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

Ratings List

Rati ngs Affirned

Achnea B. V.
| ssuer Credit Rating
Local Currency BBB+/ Negati ve/ - -
Seni or Unsecured BBB+
Juni or Subordi nat ed BBB-

Achmea Bank N. V.
| ssuer Credit Rating A-/ Negativel/ A-1
Certificate O Deposit

Local Currency A1
Seni or Unsecured A-
Conmrer ci al Paper A1

Achnea Pensioen & Levensverzekeringen N. V.
Achmea Zor gverzekeringen N. V.
Achnea Schadever zekeringen N. V.

| ssuer Credit Rating

Local Currency Al Negative/ - -

Fi nancial Strength Rating

Local Currency A/ Negative/--

Achmea Rei nsurance Conpany NV
Fi nancial Strength Rating

Local Currency A-/ Negati ve/ - -
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Certain ternms 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 www. st andardandpoors.com for further
information. Conplete ratings information is available to subscribers of
RatingsDirect at ww. capitalig.com Al ratings affected by this rating action
can be found on S&P d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng S& d obal Ratings 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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