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ASR Nederland NV Assigned 'BBB+' Rating;
Ratings On Core Insurance Operations Affirmed,;
Outlook Stable

Overview

W are affirmng our "A ratings on ASR Nederland's (ASR) core insurance
operations, ASR Levensverzekering N V. and ASR Schadeverzekering N. V.

e W are assigning a counterparty credit rating of 'BBB+ to ASR Nederl and
N. V., the group's hol ding conpany.

e The stable outlook reflects our expectation that ASR s insurance
operations will maintain a resilient financial risk profile and that the
group will continue to rebuild capital adequacy.

Rating Action

On May 15, 2014, Standard & Poor's Ratings Services affirnmed its "A insurer
financial strength and counterparty credit ratings on ASR Nederl and' s (ASR)
core insurance operations, ASR Levensverzekering N V. and ASR

Schadever zekering N. V. At the same tinme, we assigned a counterparty credit
rating of 'BBB+ to ASR Nederland N. V. The outl ook is stable.

Rationale

The affirnmation of the ratings on ASR s core insurance operations reflects our
view that the group naintains a strong business and financial risk profile.
Under our criteria, we conbine these factors to derive an anchor of 'a' or
"a-'. Based on our view of the strength and resilience of ASR s financial risk
profile we apply the higher of the two to derive our ratings.

G ven the anticipated continued inprovenents in the group's capital adequacy
to very strong |levels by 2016 and our view of inmproving quality of capital, we
have revised our assessnent of capital and earnings to very strong from
strong. W expect the group to strengthen the absolute anmbunt and quality of
capital through retained earnings and its present dividend policy. W believe
that ASR will generate net earnings of €200 million-€300 mllion in 2014-2016.
We expect uplift to earnings frominproved underwiting profits, in particular
a conbined (loss and expense) ratio of |ess than 99% and no materi al
addi ti onal provisioning associated with the occupational disability business.
ASR has a track record of maintaining earnings through realizing gains in the
i nvestment portfolio. W expect this contribution to fall in 2014 with nore
stabl e i ncone generated fromits investnment portfolio. The dividend policy is
to distribute 40% 45% of profit attributable to holders of equity instruments
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after paynent of the coupons on the hybrid Tier 1 instrunents.

Qur inproving view of ASR s capital adequacy is also based on limted growh
in risk-based capital requirements. Requirenments associated with life

techni cal provisions are unlikely to grow due to outflows and a shrinki ng book
of regular prem um business; nmeanwhile, non-life liabilities are likely to
grow only nmodestly with expected gross witten prem umincreases of at nmost 1%
or 2% W expect the risk profile of the investnent portfolio to renmain stable
with no further increases in the allocation to equities or real estate.

We have revised down our assessnment of ASR s risk position to noderate from

i nternedi ate. Over 2012 and 2013, ASR shifted its investment portfolio away
fromfixed incone and real estate, investing instead in Dutch nortgages and
equities. In our view, ASR now carries higher levels of investnent risk and
possesses |imted capacity given the nature of life insurance products in The
Net herl ands to share volatility in the capital nmarkets with policyhol ders.
Anot her contributing factor is the size of the pension schene relative to
total adjusted capital

The 'BBB+' rating on ASR Nederland N. V. is based on a two-notch differentia
fromthe ratings on the core operating entities and reflects the standard
structural subordination of the hol ding conpany creditors to the operating
conpany policyhol ders.

We consider ASR a governnent-related entity (GRE) because the Dutch state owns
100% of its shares, but we consider the Iikelihood of the government providing
extraordi nary governnent support to ASR in the event of econom c and financi al
stress to be low. Therefore, the ratings do not benefit from any government
support. We view government ownership as tenporary and expect ASR to be
privatized. Under our criteria for GREs, we see the |ikelihood of

extraordi nary governnent support as "low' based on our assessment of the
"limted" inmportance of ASR s role to the governnent and the "limted" link
bet ween ASR and the government.

Outlook

The stable outlook reflects ASR s robust position in the Dutch insurance

mar ket and its bal ance sheet strength. Inproving capital adequacy and a stable
ri sk appetite are key expectations to maintain the resilience of ASR s
financial risk profile.

We nmight |ower the ratings over the next 12-24 nonths if the financial risk
profile were to prove less resilient than we anticipated. This m ght occur

for instance, if we saw greater-than-expected volatility in ASR s capital and
earnings and if ASR fails to progress in inproving its capital adequacy to the
"AA" range by 2016. As such, our expectations concerning net earnings,

di vidend policy, and the overall risk profile of the investnent portfolio are
critical to the maintenance of the stable outl ook
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W nay also lower the ratings if poor operating performance indicated
weaknesses in the business risk profile because we believed that ASR coul d not
draw sufficient profitability fromits conpetitive position. Evidence for this
coul d include combi ned ratios consistently above 100% and negative new

busi ness mar gi ns.

Based on ASR s strategy and on narket dynamics we see limted upside for the
ratings over the next 12-24 nonths. Nevertheless, we could raise the ratings
if we saw a material reduction in ASR s risk profile and a materially stronger
t han expected inprovenent in capital adequacy sustainably into the ' AAA
range.

The Dutch governnent's eventual sale of its shareholding in ASR could al so
affect the ratings. The effect would depend on, anmpbng other variables, the
nature of the governnent's exit strategy, the credit profile of any acquirer
or conbi ned group including ASR and the capital structure. A partial sale of
ASR Levensver zekering' s back book could also | ead us to change our assessnent
that the |ife operations are core to the group

Ratings Score Snapshot

Hol di ng Conpany Rati ng BBB+/ St abl e/ - -
Financial Strength Rating Al St abl e
Anchor a
Busi ness Risk Profile Strong
| | CRA* Low Ri sk

Conpetitive Position Strong

Financial Risk Profile Strong
Capital & Earnings Very Strong
Ri sk Position Moder ate Ri sk

Financial Flexibility Adequat e

Modi fiers 0
ERM and Managemnent 0
Enterpri se R sk Managenent
Adequat e
Management & Governance Satisfactory
Hol i stic Analysis 0
Liquidity Excepti ona
Suppor t 0
G oup Support 0
Gover nment Support 0

*| nsurance Industry And Country Ri sk Assessnent.
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Related Criteria

* Insurers: Rating Methodol ogy, May 7, 2013

e Enterprise Ri sk Managenent, May 7, 2013

e Group Rating Methodol ogy, Nov. 19, 2013

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

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

Ratings List
New Rat i ng

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

Ratings Affirned
ASR Levensver zekering N. V.

ASR Schadever zekering N. V.
Counterparty Credit Rating

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

ASR Neder |l and N. V.
Juni or Subor di nat ed* BBB+
Juni or Subor di nat ed* BBB
*Cuaranteed by ASR Levensverzekering N V.

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 credi tportal.com and 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 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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