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Research Update:

Norwegian Life Insurer Storebrand Livsforsikring
AS Outlook Revised To Positive; 'BBB+' Ratings
Affirmed

Overview

« W believe Storebrand Livforsikring AS's (Storebrand's) capital adequacy
continues to strengthen, particularly fromstrong earnings in the
Nor wegi an occupati onal pensi on busi ness.

 If capital adequacy remains sustainably at current |levels, we could
i nprove our assessnent of capital and earnings.

* W are therefore revising our outl ook on Storebrand and its banking
subsi di ary, Storebrand Bank, to positive fromstable and affirm ng our
'BBB+' ratings on both conpanies.

* The positive outlook indicates that we could raise the ratings over the
next 24 nonths if Storebrand nmintains capital adequacy in the noderately
strong range and continues to strengthen its financial risk profile and
ear ni ngs.

Rating Action

On July 25, 2017, S&P d obal Ratings revised its outl ook on the nenbers of the
Nor way- based St orebrand group--life insurer Storebrand Livsforsikring AS and
St orebrand Bank ASA--to positive fromstable. At the sanme time, we affirned
our 'BBB+' long-termcounterparty credit ratings on both conpanies.

We also affirnmed our 'A-2' short-termrating on Storebrand Bank
In addition, we revised our outlook on the group's non-operating hol ding

conpany, Storebrand ASA, to positive fromstable and affirmed our 'BBB-'
counterparty credit rating on the conpany.

Rationale

The outl ook revisions reflect our view that Storebrand' s capital positon and
ear ni ngs generation capacity have inproved in recent years. Although the

amount of guarantees in Storebrand' s backbook is still significant, we believe
the conpany is making progress in shifting its product portfolio toward nore
capital -1ight products, such as unit-linked products, which will eventually

lead to | ower capital needs. Because of its strong position in the Norwegi an
occupati onal pension market, we believe Storebrand will benefit fromrising
earnings and further increased capital. However, for us to consider an
upgrade, we would need to see that Storebrand' s capital position is
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sustai nable at current |evels, possibly supported by stable and strong infl ow
of capital-1light products.

Storebrand's capital adequacy, as neasured by our risk-based capital nodel

i nproved to the noderately strong range in 2016. W believe this reflects the
conpany's shift toward defined contribution schenes and unit-1linked products.
Storebrand's capital position has been further bolstered by its strong
ear ni ngs generation. For exanple, in 2016 Storebrand contributed about
Norwegi an krone (NOK) 1.5 billion to the overall group result, benefitting
fromsound margins fromunit-linked products and from favorabl e i nvest nment
results. For 2017-2019, we expect annual net incone of about NOKI1.2
billion-NOK 1.4 billion. The strong operating perfornmance--conbined with the
beneficial multichannel distribution strategy--is a key el enent of
Storebrand's overall strong conpetitive position and business risk profile, in
our view.

In addition, Storebrand has only about NOK300 million remaining to strengthen
its longevity reserves. The positive trend of strengthening capitalization is
further supported by its inmproving Solvency Il ratio, which was 183% (w t hout
using transitionals) as of year-end 2016.

Still, Storebrand has a significant portfolio of guaranteed pension business;
as of second-quarter 2017, about 63%of its total reserves were guaranteed.
Despite Storebrand's efforts to reduce this exposure, these policies wll
remain a large proportion of its book of business for many years. Furthernore,
about one-third of Storebrand' s guaranteed portfolio consists of paid-up
policies, which are capital-intensive products with no repricing option and
carry an annual guarantee averagi ng about 3.4% at year-end 2016. The
guaranteed portfolio relies on Storebrand' s capitalization and coul d hanper

t he conpany's capital adequacy, particularly when conbined with an adverse
econom ¢ downturn, given its dependence on investnment results. To reflect this
uncertainty, we have maintai ned our assessnent of Storebrand's capital and
earni ngs at upper adequate, its risk position at noderate,

and- - consequently--its financial risk profile at |ower adequate.

Storebrand's strong business risk profile and | ower adequate financial risk
profile lead to an anchor of 'bbb+ . W align the rating with the anchor, as
we view all of the potential nodifying factors--enterprise risk managemnent
(ERM, managenent and governance, and liquidity--as neutral to the ratings.

Outlook

The positive outl ook indicates that we could raise the ratings over the next
24 nmonths if Storebrand's capital adequacy remains sustainably in the
noderately strong range and continues to strengthen its financial risk
profile. This could happen via, for exanple, strong and resilient earnings
generation and a continued, successful shift toward capital-1ight products.

The positive outlook on subsidiary Storebrand Bank reflects that on Storebrand
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because we view the bank as a core group entity, and so we align the rating

with the unsupported group credit profile.

Upside scenario

We could raise the ratings if:

e Storebrand's capital adequacy remains sustainably in the noderately

strong range, as neasured by our

supported by |l ess earnings volatility;

* Its retains adequate financial

position in Norway.

Downside scenario

We coul d revise our outl ook back to stable if:

e Storebrand fails to maintain its capita
which could result from for exanple,
ear ni ngs, higher investnent

policy; or

 Storebrand's fixed-charge coverage deteriorated bel ow 4x,

ri sk-adjusted capital

adequacy at current
| ower -t han- expect ed retai ned

flexibility based on solid earnings;
» The conpany defends its strong conpetitive position and sound market

ri sk, or an aggressive dividend payout

stemfrom for exanple, |ower-than-expected earnings.

Ratings Score Snapshot

Fi nancial Strength Rating
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Related Criteria

e Criteria - Insurance - General: Insurer Hybrid Capital Instrunents Wth
Nonvi ability Contingent Capital (NVCC) Features, July 24, 2014

e CGeneral Criteria: Group Rating Methodol ogy, Nov. 19, 2013

e Criteria - Insurance - Ceneral: Enterprise Ri sk Managenment, May 7, 2013

e Criteria - Insurance - General: Insurers: Rating Methodol ogy, May 7, 2013

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

e CGeneral Criteria: Criteria darification On Hybrid Capital Step-Ups, Call
Options, And Repl acenent Provisions, Cct. 22, 2012

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

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

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

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

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

Ratings List

Qut |l ook Action; Ratings Affirmed

To From
St orebrand Livsforsikring AS
Counterparty Credit Rating BBB+/ Posi tive/ - - BBB+/ St abl e/ - -
Fi nancial Strength Rating
Local Currency BBB+/ Posi tive/ - - BBB+/ St abl e/ - -
Juni or Subordi nat ed BBB- BBB-
St or ebrand Bank ASA
Counterparty Credit Rating BBB+/ Posi tivel/ A-2 BBB+/ St abl e/ A- 2
St or ebrand ASA
Counterparty Credit Rating BBB-/ Posi tive/ -- BBB- / St abl e/ - -

Certain terms 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
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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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