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Research Update:

Achmea B.V. Affirmed At 'A-' After Insurance
Criteria Change; Core Subsidiaries Affirmed At
'A+'; Outlook Stable

Overview

 Following a review under our revised insurance criteria, we are affirning
our "A-' rating on Netherlands-based Achnmea B.V. and the 'A+' ratings on
Achnea' s core subsidiaries.

* The ratings predominantly reflect our view of the group's strong business
risk profile and very strong financial risk profile, based on its |eading
Dut ch insurance franchi se and very strong capital and earnings.

» The stable outlook reflects our view that the financial risk profile wll
remain resilient at very strong |levels, our assunption that current
earnings pressures will ease toward the end of 2015, and that the
political and conpetitive dynamics within the health i nsurance market
will not negatively inpact our view of Achnmea's business risk profile.

Rating Action

On May 27, 2013, Standard & Poor's Ratings Services affirmed its 'A-'
counterparty credit rating on Netherlands-based i nsurance hol di ng conpany
Achnea B.V. At the sane tine, we affirmed our 'A+' insurer financial strength
and counterparty credit ratings on Achnea's core subsidiaries, Achmea Pensi oen
& Levensverzekeringen N. V., Achnea Schadeverzekeringen N V., and Achnea
Zorgverzekeringen N. V. The outl ook on Achnmea B.V. and the core subsidiaries is
st abl e.

The ' A/ A-1'" counterparty credit ratings on Achmea Hypot heekbank N. V. were al so
affirmed. The outl ook on the bank is negative.

Rationale

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
earni ngs. Under our criteria, we conbine these factors to derive either an
or an 'a+' anchor. Achnea's anchor is 'a+' since our assessnent of Achnea's
conpetitive position, at strong, sonewhat undervalues its contribution to the
group's overall creditworthiness in view of the lower risk profile and
sust ai nabl e market | eadi ng position of Achmea's health franchise. In
particular, the features of the health market, and sustai nabl e--al beit
low-margins, bring stability. The group credit profile and ratings are at the

a
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sane | evel as the anchor, reflecting the neutral rating inpact of nodifiers at
the current rating |evel.

Achnea faces |ow i ndustry and country risk overall, because its core

busi nesses are in the Dutch health and non-life markets, which we assess as
low risk. Overall risk in the Dutch health industry is low, in our view, as we
consi der that the performance of the Dutch health insurance sector will show
stable, albeit low, margins. W consider that the Dutch non-life sector is
fiercely conmpetitive, placing pressure on average narket returns. However, we
anticipate that returns should inmprove on a technical basis, given strategic
actions within the market concerning disability business. W consider the
Dutch life market, which accounts for less than one-fifth of the group's

busi ness, as higher risk than the Dutch health and non-life narkets. The
overall low risk assessnent for Achnea is unlikely to change during 2013-2015
based on our assessment of the Dutch non-life and health sectors and the

bal ance of the group

The Achnea group has a strong conpetitive position, in our view, steming from
its leadership within the Dutch insurance market. Achmea is the |eading
insurer in the Netherlands, being the leader in health and non-life and the
third-largest in life and pensions. Health and non-life insurance are greater
conpetitive strengths than life insurance, due to the pressured Dutch life
market. Wthin the Netherlands, Achnea operates a nultibrand strategy, split
by product (for exanple, Zilveren Kruis and Agis for health) and distribution
channel (for exanple, Centraal Beheer for direct distribution, and Interpolis
for bank distribution). Standard & Poor's regards this multibrand approach in
t he Netherlands as sound and supportive of its profile.

Achnea' s | eading franchise--its basic health business-- is subject to

mandat ory acceptance of risk, irrespective of the risk profile of the person
insured and the critical success factor is negotiating power with healthcare
provi ders and, consequently, cost managenent. As the |largest provider, Achnea
possesses t hese advantages. Basic health business is low nargin but also | ow
volatility. Qur base-case assunption is that upcoming refornms to the Dutch
health i nsurance market will not affect our assessnment of Achnea's conpetitive
position. However, we understand that Achnea's ability to raise premuns to
match the increase in clains expected in 2013 is somewhat |inited because of
public pressure to contain health care costs. But we do not expect this issue
to persist beyond 2013.

In our opinion the group has very strong capital and earnings, which, in our
base case, we anticipate will continue. Capital adequacy, as measured by
Standard & Poor's risk-based capital nodel, is very strong and should remin
so, despite anticipated earnings pressures in 2013-2014. Quality of capital is
favorabl e, with al nost 60% of total adjusted capital per our nodel derived
from core sharehol ders' funds.

Qur view of earnings reflects continued strong health and non-life
underwriting perfornmance and an adequate life result. Income protection
i nsurance has recently becone an issue requiring provisions in the non-life
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segnent. W see pressure on earnings over 2013-2014, due to pension charges
and pressure to keep health insurance premumrates at current levels, despite
ri sing costs. We neverthel ess expect earnings to recover to 2012 | evels by
2015. In 2013-2014, we expect non-life insurance to produce a net conbi ned
rati o under 97% basic health insurance a ratio under 100% and suppl enentary
health insurance a ratio under 95% W al so expect |ife new busi ness margins
to be sonmewhat pressured over 2013-2015, at 0% 1% but to reach 1% or higher
in the Netherlands in the nediumterm W expect profit before tax to fal
sonewhat in 2013-2014, and to recover in 2015 to around 2012 | evels.

In our view, Achnea's risk position reflects internediate risks. Investnent

| everage and investnment portfolio diversification are at conservative |evels
and we have observed relative stability in capital and earnings. W estinate
the average credit quality of bonds to be 'AA |, because nore than one-half of
the portfolio is invested in ' AAA" sovereign debt. The group has inmateri al
exposure to governnment bonds of Portugal, ltaly, Ireland, G eece, and Spain
These positives are partly offset by the large relative exposure to the

enpl oyee pensi on schene. The risk position is a neutral factor for the
ratings.

Achmea has adequate financial flexibility, in our view, despite pressure on
this assessnent from projected fixed-charge coverage ratios, which we expect
to gradual ly surpass 4x by 2015. We expect financial |everage to be

sati sfactory, at bel ow 30% The adequate assessment also reflects our view
that access to sources of capital and liquidity are sufficient, given the
group's limted needs.

We regard Achnea's enterprise risk managermrent (ERM) and nmanagenent and
governance practices as a neutral factor for the ratings. W consider Achnea's
ERM as adequat e and nanagenent and governance as satisfactory. Achnea's
strategic positioning is clear and achievable; its financial nanagenment is
conservative, and its organi zational effectiveness is good.

We regard Achnea's liquidity as exceptional, owing to the strength of
available liquidity sources, mainly premumincone and |iquid assets. There
are no refinancing concerns and we believe the group to be capabl e of nanagi ng
unexpectedly | arge cl ai ns.

We consi der Achmea Hypot heekbank N. V. to be strategically inmportant under our
revi sed group rating nmethodol ogy. The rating on Achnea B.V., the hol di ng
conpany of the group, is two notches |ower than the ratings on the core
operating insurance subsidiaries. This reflects its status as a non-operating
hol di ng conpany and our assessment of structural subordination

Outlook

The stable outlook reflects our viewthat the financial risk profile wll
remain resilient at very strong levels. W also assune that current earnings
pressure will ease toward the end of 2015 and that the political and
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conpetitive dynamics within the health i nsurance market will not negatively
af fect our view of Achmea's business risk profile.

The potential for a positive rating action over the rating horizon is renote
in our view.

We could lower the ratings if we changed our base-case assunption that
ear ni ngs pressures would be only tenporary, as neasured by our expectation
that earnings will recover to 2012 |evels by 2015. This could occur if
Achnea' s operating performance weakens materially conpared with our current
expectations, especially if non-life underwiting performnce cones under
sustai ned margin pressure, or if pressures on health pricing are sustained. If
this occurs, it could lead us to | ower our assessnent of Achnea's financial
flexibility.

We could also lower the ratings if we viewed the regulatory, political, and
conpetitive | andscape in the Dutch health market as | ess favorable than
currently. This could |lead us to reassess our assunption of the stability and
lowrisk nature of Achmea's health franchise.

Ratings Score Snapshot

Counterparty Credit Rating A+/ St abl e/ - -
Anchor a+
Busi ness Risk Profile Strong
1 CRA Low Ri sk
Conpetitive Position Strong
Financial Risk Profile Very Strong
Capi tal and Earni ngs Very Strong
Ri sk Position I nternediate Risk
Financial Flexibility Adequat e
Modi fiers 0
ERM and Managemnent 0
Enterpri se R sk Managenent Adequat e
Managenment and Governance Sati sfactory
Hol i stic Analysis 0
Liquidity Excepti ona
Suppor t 0
G oup Support 0
Gover nment Suppor t 0

*1 1 CRA--I nsurance | ndustry And Country Ri sk Assessnent.
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Related criteria

e Insurers: Rating Methodol ogy, May 7, 2013

* G oup Rating Methodol ogy, May 7, 2013

« Enterprise Ri sk Managenent, May 7, 2013

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

e Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011.

e Banking Industry Country Ri sk Assessnent Methodol ogy And Assunpti ons,
Nov. 9, 2011.

 Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

e Principles O Credit Ratings, Feb. 16, 2011

e« Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

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

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

Related research

e List O Issuers Wth Ratings Under Criteria Qbservati on Due To S&P's New
I nsurers Rating Methodol ogy, May 7, 2013

e Standard & Poor's Assigns |Insurance Industry And Country Ri sk Assessnents,
May 7, 2013

* Achnmea Hypot heekbank Qutl ook Revised To Neg On I ncreased Econonic Risks
In The Netherlands; 'A/A-1'" Ratings Affirnmed, Nov 16, 2012

Ratings List

Rati ngs Affirned

Achrea B. V.
Counterparty Credit Rating
Local Currency A-/ Stabl e/ - -
Seni or Unsecur ed A-
Juni or Subordi nat ed BBB

Achnea Pensioen & Levensverzekeringen N. V.

Achmea Zor gverzekeringen N. V.

Achnea Schadeverzekeringen N. V.
Counterparty Credit Rating

Local Currency A+/ St abl e/ - -
Financial Strength Rating
Local Currency A+/ St abl e/ - -

Achnea Hypot heekbank N. V.

Counterparty Credit Rating Al Negativel/ A-1
Seni or Secur ed A
Seni or Unsecur ed A
WWW.STANDARDANDPOORS.COM /RATINGSDIRECT MAY 27, 2013 6

1137293 | 301687613



Research Update: Achmea B.V. Affirmed At 'A-' After Insurance Criteria Change; Core Subsidiaries Affirmed At
'A+'; Outlook Stable

Subor di nat ed A-
New Rat i ng
Achnea B. V.

Seni or Unsecur ed A-

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

Conpl ete ratings information is avail able to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitaliqg.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 located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press O fice (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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