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Research Update:

ASR Nederland And Core Subsidiaries Ratings
Affirmed; Outlook Stable

Overview

e Qur change in our industry and country risk assessnment (I1CRA) for the
Dutch health sector has led us to revise our |1 CRA score for
Net her | ands- based ASR Nederl and Goup's (ASR) to internediate froml ow.

 However, the insurer's strong conpetitive position and resilient
financial profile continue to support ASR s 'a' anchor

W are therefore affirmng our 'A ratings on ASR s core insurance
operating entities, ASR Levensverzekering N V. and ASR Schadeverzekeri ng
N. V.

» The stable outlook reflects our expectation that ASRwill maintain its
very strong capital adequacy over the next two years, supported by strong
earni ngs, while preserving a healthy capacity to service its debt costs
am d suboptimal underwiting conditions in a lowinterest-rate
envi ronnent .

Rating Action

On July 21, 2016, S&P d obal Ratings affirmed its "A'" insurer financial
strength and counterparty credit ratings on Netherl ands-based ASR Nederl and's
(ASR s) core insurance operating entities, ASR Levensverzekering N V. and ASR
Schadever zekering N.V. At the same time, we affirmed our 'BBB+ counterparty
credit rating on hol ding conpany ASR Nederland N. V. The outlook on all three
entities is stable.

We also affirned the ratings on all outstanding hybrid instrunments (see |ist
bel ow) .

Rationale

The affirmation reflects our view of the group's ongoing strong busi ness and
financial risk profiles and the resilience of its balance sheet amd
suboptimal underwiting conditions in a lowinterest-rate environment.

Under our criteria, we conmbine our business and financial risk profile
assessnents to derive an anchor of "a' or 'a-'. We select the higher of the
two to derive our ratings on ASR, reflecting our view that its bal ance sheet
retains a sufficient capital cushion

We have revised our assessnent of the nulti-line insurer's overall industry
and country risk assessnent (IICRA) to intermediate fromlow This reflects
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our change in 1 CRA for the Dutch health insurance sector to internmediate from
| ow, due to aggressive conmpetition and a business nodel that is highly
sensitive to political decisions (see "Dutch Health |Insurance Sector Carries
An Internediate Industry And Country Ri sk Assessnent," published April 15,
2015, on RatingsDirect). W also consider the Dutch life sector to have an
internediate Il CRA reflecting pressures fromlow interest rates and decli ning
mar ket prospects. Wiile the Dutch non-life sector carries a low I I CRA, ASR s
conbined life and health premiuns formover half the total prem uns and | ead
to an overall intermediate industry risk profile.

ASR s operating earnings have i nproved year-on-year since 2011. Earnings in
2015 of €601 million exceeded our expectation of €330 nmillion. This | eap was
primarily due to inproved operating earnings, as well as exceptional earnings
on equity investrments and realized gains on property. W now forecast earnings
at normalized | evels of around €400 million annually in 2016-2018. This is
based on our expectation that the non-life conbined ratio will not exceed
100% according to our cal cul ations, conbined with a strong profit streamfrom
life operations. Although ASR has recently underwitten unprofitabl e defined
benefit pension business, which could nmean weaker earnings and hi gher risks,
we expect any negative effects to remain limted as ASR will have scal ed down
thi s busi ness by about end-2016 in favor of defined contribution business.

We therefore continue to assess ASR s capital and earnings as very strong in
2016-2018. W expect quite linmited growh in capital requirements stenm ng
fromflat organic growth in the non-life segnent and a continui ng prem um
decline in the Iife segnent (excluding acquisitions) inline with the trend in
the Dutch market. We expect that ASRwill maintain its current asset risk
profile and that growth in earnings will cover capital requirements. Both
factors support our capital and earni ngs assessment.

In 2015, ASR conpleted two acquisitions--AXENT (No. 3 in the Dutch market
funeral insurer) and De Eendragt (No. 7 in the Dutch nmarket pension

i nsurer)--thereby increasing total invested assets by about €3.6 billion and
gross premuns witten by about €100 million, which we viewed neutrally
overall for the group's conpetitive position and financial risk profile. Qur

base-case scenario is that ASRw |l continue to add small bolt-on acquisitions
to inprove diversification in its portfolio and underpin growh, and these
acqui sitions will not materially change the risk profile of the group. Should

the risk profile alter as the result of accumulation of small bolt-on
acquisitions, we nmay revise our assessnent of capital and earnings downward.

The successful PO in June 2016 of 36.3% of the Dutch government's holdings in
ASR could, in the future, add an additional source of financial flexibility on
top of proven access to debt markets. The | PO has al so strengthened our view

t hat governnent ownership is tenporary and expect ASR to be fully privatized
in the next 12-24 nonths.
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Outlook

The stable outl ook reflects our expectation that ASRwill maintain its strong
conpetitive position and very strong capital adequacy (in the 'AA" range) over
the next 12-24 nonths, supported by stable earnings with net incone of about
€400 mllion annually in 2016-2018; net comnbined ratio bel ow 100% (based on
S&P d obal Ratings' calculations), which will preserve a healthy capacity to
service its debt costs am d suboptiml underwiting conditions in a
lowinterest-rate environnment; and a rational dividend policy.

Downside scenario

We could lower the ratings if:

We revised our capital and earni ngs assessnent to strong fromvery strong if
capital adequacy is not maintained at the very strong |evel; or

ASR s profitability is not in line with our expectations. This could be the
case if the property/casualty conmbined ratio is above 102% new busi ness val ue
remai ns negative, or net income falls sustainably bel ow €400 nillion annually
in 2016-2018; or

Fi xed-charge coverage ratios fall bel ow 4x.

Upside scenario

We consider it unlikely that we will raise the ratings over the next 12-24
mont hs. Nevertheless, we could raise themif we saw a material reduction in
ASR s investnent risk profile and a materially stronger-than-expected

i mprovenent in capital adequacy sustainably into the ' AAA" range.

Ratings Score Snapshot

To From
Fi nancial Strength Rating Al St abl e Al St abl e
Anchor a a
Busi ness Risk Profile Strong Strong
| 1 CRA* I nternedi ate Ri sk Low Ri sk
Conpetitive Position Strong Strong
Financial Risk Profile Strong Strong
Capi tal and Earni ngs Very Strong Very Strong
Ri sk Position Moder ate Ri sk Moder ate Ri sk
Financial Flexibility Adequat e Adequat e
Modi fiers 0 0
ERM and Managenent 0 0
Enterpri se Ri sk Managenent Adequate Adequat e
Managenent and Gover nance 0 0
Holistic Analysis 0 0
Liquidity Excepti onal Excepti onal
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Suppor t
G oup Support 0 0
Gover nent Support 0 0

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

Related Criteria And Research

Related Criteria

e Criteria - Insurance - Ceneral: Enterprise R sk Managenent - May 07, 2013

e CGeneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers - Novenber 13, 2012

e CGeneral Criteria: Group Rating Methodol ogy - Novenber 19, 2013

* CGeneral Criteria: Use OF CreditWatch And Qutl ooks - Septenber 14, 2009

e General Criteria: Rating Governnent-Related Entities: Methodol ogy And
Assunptions - March 25, 2015

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

e Criteria - Insurance - General: Insurers: Rating Methodol ogy - May 07,
2013

e Criteria - Insurance - General: Refined Methodol ogy And Assunptions For
Anal yzi ng I nsurer Capital Adequacy Using The Ri sk-Based | nsurance Capital
Model - June 07, 2010

Ratings List

Ratings Affirmed

ASR Nederl and N. V.
Counterparty Credit Rating
Local Currency BBB+/ St abl e/ - -

ASR Levensver zekering N. V.
ASR Schadeverzekering N. V.
Counterparty Credit Rating

Local Currency Al St abl e/ - -
Fi nanci al Strength Rating
Local Currency Al St abl e/ - -

ASR Neder | and N. V.
Juni or Subor di nat ed* BBB+
Juni or Subor di nat ed BBB-

*Q@uar ant eed by ASR Levensverzekering N V.

Certain terms used in this report, particularly certain adjectives used to
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express our view on rating relevant factors, have specific neani ngs 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 www. gl obal creditportal.comand at 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. Alternatively, call one of the foll owi ng S& d obal

Rati ngs nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-40009.
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