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Research Update:

Norwegian Life Insurer Storebrand Upgraded To
'A-' On Improved Capitalization; Outlook Stable

Overview

e Storebrand's capitalization has strengthened further. Strong earnings in
t he Norwegi an occupati onal pension business and the group's asset
managenent have particularly helped it to build capital

* W consider that the longer-termsustainability of Storebrand's
capitalization is supported by current capital levels, nore resilient net
i ncones, and the future gradual reduction of the conpany's guaranteed
back- book.

e W are therefore raising our ratings on Storebrand's core entities,
Storebrand Livforsikring AS and Storebrand Bank, to 'A-' from'BBB+ . W
are also raising our rating on the hol di ng conpany Storebrand ASA to
'"BBB' from'BBB-'.

» The stable outlook reflects our expectation that Storebrand will maintain
capital adequacy at least in the noderately strong range, backed by sound
earni ngs generation, and will retain capital buffers to offset potential
adver se economi c scenari os.

Rating Action

On July 20, 2018, S&P d obal Ratings raised to 'A-' from'BBB+ the long-term
i ssuer credit and insurer financial strength ratings on the core operating
entities of the Norway-based Storebrand group: life insurer Storebrand

Li vsforsi kring AS and Storebrand Bank ASA

We al so raised the issuer credit ratings on the group's nonoperating hol ding
conpany, Storebrand ASA, to 'BBB from'BBB-'.

The outl ook on all entities is stable.

Rationale

The upgrade reflects our view that Storebrand' s capital positon and earnings
generation capacity have sustainably inproved in recent years. W believe

Storebrand is processing the shift in its product portfolio well, as it
focuses nmore on capital-light products, such as unit-Ilinked products, and
asset managenent. In our view, this strategy will ensure |ower capital needs
over tine.
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Additionally, we believe Storebrand will show healthy earnings, benefiting
fromits sound market position in the Norwegi an occupati onal pension narket.
We al so see the group's asset managenent as an inportant earnings generator
fostered by the acquisition of Skagen in Decenber 2017. Recent hal f-year group

results showed a strong net income of Norwegian krone (NOK) 1.3 billion after
NOK2. 4 billion net incone for year-end 2017. Over the next two-to-three years,
we expect Storebrand to generate net inconme of at |east NOKL.9 billion

annual ly. This strong operating perfornmance, conbined with the beneficia
mul ti channel distribution strategy, is key to Storebrand's overall strong
conpetitive position and business risk profile.

We anticipate that Storebrand' s capital adequacy, as neasured by our
ri sk-based capital nodel, will settle in the strong range over the next

t wo-

di vi

to-three years. Qur capital forecast acknow edges potential extraordinary
dend payouts and noderate volatility in policyhol der buffers. W now

assess capital and earnings as noderately strong, revised upward from upper

adequat e.

Storebrand still has a significant portfolio of guaranteed pensions business.
As of the second-quarter of 2018, about 58% of its total reserves are
guaranteed. These policies will remain a |arge proportion of Storebrand's

in-force business for many years, despite the insurer's efforts to reduce this
exposure. The guaranteed portfolio relies on Storebrand's capitalization

which we reflect in our continued assessnment of the risk position as noderate.
However, we believe that Storebrand's capital position is now stronger and
nore robust, and can nitigate nore effectively potential drawbacks stenm ng
fromthe guaranteed book. This supports our view of capital adequacy as at

| east noderately strong, and the rating level of "A-'.

Outlook

The stable outl ook reflects our expectation that Storebrand will rmaintain
capital adequacy at least in the noderately strong range according to our
capital nodel over the next two years, backed by strong, resilient earnings.
It also reflects our assunption that Storebrand will continue to focus on
further developing its life insurance and asset managenent business, where it

Wil |

maintain its strong conpetitive position in Norway and Sweden.

The stabl e outl ook on subsidiary Storebrand Bank reflects that on Storebrand
because we view the bank as a core group entity, and so we align the rating on

t he

bank wi th the unsupported group credit profile. Any rating action on the

St orebrand group would result in a simlar action on Storebrand Bank

Sim

larly, if we believed that the group status of Storebrand Bank within the

St orebrand group had changed, resulting in a |lower |ikelihood of extraordinary
support fromthe group, this would result in a rating action on the bank
However, we consider such a scenario to be unlikely.
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Downside scenario

We coul d lower our ratings on Storebrand over the next two years if capita

adequacy were to weaken bel ow the noderately strong range,

contrary to our

base-case assunption. This could happen, for exanple, due to:

* Very aggressive dividend payouts or

| arge share buybacks;

e A considerable market correction that would affect the capital narket for
a prolonged period, naterially eroding the conpany's capital buffers;

* Large and unexpected investnment

| osses; or

e Alarge-scal e acquisition outside Norway.

We could also lower the ratings if the conmpany materially increased its
if the conmpetitive position were to

risk-taking in its investnent

erode due to material disruption in its multichanne

materi al |y weaker operating performance.

Upside scenario

Al though this is a renpbte scenari o,

di stribution or

we could raise the rating if Storebrand

were to retain its strong conpetitive position while acconplishing a very
| arge reduction of guaranteed liabilities and simultaneously de-risking the
i nvest ment book and inproving the quality of capital

Ratings Score Snapshot
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Ratings List

Upgr aded; CQutl ook Action

To From
St orebrand Livsforsikring AS
| ssuer Credit Rating A-/ Stabl e/ -- BBB+/ Posi tive/ - -
Fi nanci al Strength Rating
Local Currency A-/ Stabl e/ -- BBB+/ Posi tive/ - -
St or ebrand ASA
| ssuer Credit Rating BBB/ St abl e/ - - BBB-/ Posi tive/ - -
St or ebrand Bank ASA
| ssuer Credit Rating A-/ Stabl el A-2 BBB+/ Posi tivel A-2
St orebrand Livsforsikring AS
Subor di nat ed BBB BBB-
Juni or Subor di nat ed BBB BBB-

Additional Contact:
Insurance Ratings Europe; insurance_interactive_europe@spglobal.com

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
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further

i nfornation. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. capitalig.com Al ratings affected by this rating action
can be found on S& 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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