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e On April 3, 2017, we lowered our foreign currency sovereign ratings on
the Republic of South Africa to 'BB+/B'" from'BBB-/A-3 and our | ocal
currency sovereign ratings to 'BBB-/A-3'" from'BBB/ A-2'.

* W think that economic conditions in South Africa have increased risks
from asset exposure on donestic insurers' balance sheets.

* W are therefore lowering our ratings on various South Africa-based
insurers and reinsurers and revising the outl ooks to negative fromstable
on sone ot hers.

e The negative outlooks largely reflect that on the sovereign, neani ng we
could lower the ratings further if we |ower our ratings on South Africa.

JOHANNESBURG ( S&P 4 obal Ratings) April 7, 2017--S&P d obal Ratings today took
various rating actions on insurers and reinsurers exposed to the South African
mar ket .

Specifically, we |owered our global scale long-termcounterparty credit and
financial strength ratings to "BBB-' from'BBB" on AIG South Africa Ltd.and Al G
Life South Africa Ltd. (collectively, AIGSA) and on Allianz d obal Corporate
and Specialty South Africa Ltd. (AGCSSA). The outl ooks on the gl obal scale
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long-termratings are negative. At the sane tine, we |lowered our South Africa
nati onal scale ratings on these entities to 'zaAA-' from'zaAAA' .

We | owered our global scale long-termcounterparty credit and financi al
strength ratings on Santam Ltd.to 'BBB-' from'BBB and | owered our South
Africa national scale ratings on Santamto 'zaAA-' from'zaAAA . The outl ooks
on the gl obal scale ratings are negati ve.

We revised the outl ook to negative fromstable and affirnmed our 'AA-'
financial strength ratings on the four entities |listed bel ow

e Hannover Reinsurance Africa Ltd.

 Hannover Life Reassurance Africa Ltd.

e Muni ch Reinsurance Co. of Africa Ltd.

* SCOR Africa Ltd.

We | owered our long-term South Africa national scale ratings to 'zaAA-' from
"zaAAA and affirned our short-termratings at 'zaA-1'" on the following life
i nsurers:

* Liberty Goup Ltd.

e« Od Mutual Life Assurance Co. (South Africa) Ltd.

We | owered our long-term South Africa national scale ratings on SanlamLife

I nsurance Ltd. to 'zaAA-' from'zaAAA'. W have also | owered our South Africa
nati onal scale ratings on subsidiary Sanlam Capital Markets Proprietary Ltd.
to 'zaA" from'zaAA-' and affirnmed our 'zaA-1' short-termrating. W have

| owered our long-term South Africa national scale rating on the non-operating
hol di ng conpany Sanlam Ltd. to 'zaBBB' from'zaA .

We | owered our long-term South Africa national scale issue ratings to 'zaA
from'zaAA-' on the subordi nated deferrabl e debt issued by:

e Santam Lt d.

* Sanlam Life I nsurance Ltd.

e Od Mitual Life Assurance Co. (South Africa) Ltd.

e Liberty Group Ltd.

We | owered our long-term South Africa national scale issue rating to 'zaAt+'
from'zaAA+ on Liberty's subordinated non-deferrabl e debt.

These rating actions follow our recent rating action on South Africa (see "
Sout h Africa Long-Term Foreign Currency Rating Cut To 'BB+ On Political And
Institutional Uncertainty; Qutlook Negative," published April 3, 2017, on

Rati ngsDirect). The downgrade reflects our view that the divisions in the
African National Congress-led governnent that have led to changes in the
executive | eadership, including the finance mnister, have put policy
continuity at risk. This has increased the |ikelihood that economnmic growth and
fiscal outcomes could suffer.
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As regards the life insurers we rate--Sanlam Liberty, and O d Mitual --we
consi der that economic conditions in South Africa have led to increased asset
risk in their balance sheets. However, we believe that they would w thstand
the stress associated with a foreign currency sovereign default, if one were
to occur.

These life insurers hold nost of their assets in South Africa. However, a
material part of their liabilities are with-profit or unit-linked, and feature
substantial |oss-sharing abilities with policyholders. W therefore expect
their policyholder funds to share the bulk of |osses that could arise froma
potential sovereign default. We would expect sharehol der funds to suffer
substantially under a foreign currency sovereign default, but not be fully
exhausted. However, we limt the ratings on these life players to the | evel of
our | ocal currency sovereign credit ratings on South Africa, since we believe
they remain susceptible to financial and macroeconom ¢ stresses associ at ed
with a local currency sovereign default, given their asset and liability
concentration in the donestic econony.

The negative rating actions on the life insurers debt reflects our opinion

t hat:

» They face increased exposure to credit risk within asset portfolios
foll owi ng the soverei gn downgrade, which sonmewhat increases deferability
ri sk on such issues.

* Such increased risk is somewhat nitigated by our views on their sound
bal ance sheet resilience.

The | owering of our ratings on Sanlam Capital Markets Proprietary Ltd. (SCM
reflects the negative action on Sanlam W consider SCM as highly
strategically inmportant to Sanl am and therefore derive its ratings based on
t hose on Sanl am

The downgrade of non-opertaing hol ding conpany Sanlam Ltd. reflects that on
Sanl am group. W al so take into account the structural subordination that
cones fromits non-operating hol di ng conpany st at us.

We think that Santam woul d be able to withstand the stress associated with a
default by South Africa on its foreign currency obligations, based on its
asset base and supported by its credible and executable risk-mitigation plan
In our opinion, these strengths indicate that the insurer is unlikely to
default on its insurance liabilities under a sovereign default, if one were to
occur. Therefore, we rate Santam above the foreign currency sovereign rating
on South Africa.

However, we limt the ratings on Santamat the | evel of our local currency
sovereign credit ratings on South Africa because we believe the group remains
susceptible to financial and macroeconomi c stresses, given the insurer's asset
and liability concentration in the donestic econony.
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The rating action on Santam s debt reflects our opinions that:

* Santam has increased exposure to credit risk within asset portfolios
foll owi ng the soverei gn downgrade, which sonmewhat increases deferability
ri sk on such issues.

* Such increased risk is sonewhat mitigated by our views of Santam s sound
bal ance-sheet resilience.

We consider that Al G South Africa Ltd. and AIG Life South Africa Ltd
(collectively AIGSA) woul d remain solvent in the event of a foreign currency
default by South Africa and that the insurer is unlikely to default on its
insurance liabilities in such an event. Consequently, we rate Al GSA above our
foreign currency rating on South Africa.

Despite its conservative investnent profile and solid capitalization, we
bel i eve Al GSA remmins susceptible to financial and macroeconom c stresses
associ ated with a sovereign default on its local currency obligations, given
its asset and liability concentration in the donestic econony.

We continue to view AIGSA as strategically inportant within the AlG group. W
could assign three notches of uplift to reflect group support. However, in

Al GSA' s case, our assessnent of its stand-alone credit profile (SACP) is at
the sane | evel as the local currency sovereign rating and we therefore apply
no uplift.

The ratings on Allianz d obal Corporate and Specialty South Africa Ltd
(AGCSSA) continue to reflect that the insurer is highly strategic to its
parent, Allianz G obal Corporate & Specialty SE (AGCS SE), which is a core
subgroup of Allianz SE. However, we rate AGCSSA at the |level of the |oca
currency sovereign rating on South Africa, reflecting its concentration in
Sout h Afri ca.

Hannover Rei nsurance Africa Ltd. (HRAL) and Hannover Life Reassurance Africa
Ltd. (HRLAL), as well as Minich Reinsurance Co. of Africa Ltd. (Minich Re
Africa) and SCOR Africa Ltd. continue to benefit from policyhol der guarantees
fromtheir respective parents, Hannover Rueck SE (AA-/Stable/--), Minich

Rei nsurance Co. (AA-/Stable/--), and SCOR SE (AA-/Stabl e/ A-1+). The financi al
strength ratings on subsidiaries benefiting froma policyhol der guarantee can
exceed a local currency |long-termsovereign credit rating by up to six notches
if the sovereign rating is 'BBB-' or higher, or by four notches if the
sovereign rating is 'BB+ or lower. W have therefore affirmed our ratings on
HRAL, HRLAL, SCOR Africa, and Munich Re Africa.

QUTLOCK

The negative outl ooks on Al GSA, AGCSSA, and Santamreflect the negative

outl ook on the sovereign. W could therefore downgrade these three insurers if
we downgraded the sovereign. Additionally, in Santam s case, a downgrade could
followits failure to execute its risk-mitigation plan
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The negative outl ooks on HRAL, HRLAL, Miunich Re Africa, and SCOR Africa
indicate that a | owering of the Iocal currency sovereign rating could lead to
a downgrade of up to three notches of these insurers. This would reflect a
downgrade of the sovereign, together with narrowi ng of the notching between
the sovereign ratings and the ratings on the guaranteed entities.

We coul d revise the outlooks on all the insurers nentioned just above to
stable if we revised our outlook on South Africa to stable.

Qur national scale ratings have no outl ooks, but we consider that insurers in
South Africa are exposed to changes in the ratings on the sovereign and the
econom ¢ envi ronment .
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* South Africa Long-Term Foreign Currency Rating Cut To 'BB+ On Political
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And Institutional Uncertainty; Qutlook Negative, April 3, 2017

* Insurance Industry And Country Ri sk Assessnment: South Africa Life, Cct.
12, 2016

e Insurance |Industry And Country Ri sk Assessnment: South Africa
Property/ Casualty, COct. 12, 2016

RATI NGS LI ST

* * *x k% * *x % * *x * * *x * A|GSOUth Afrlca Ltd.**************

Downgr aded
To From
Al G Life South Africa Ltd.
Al G South Africa Ltd.
Counterparty Credit Rating BBB- / Negati ve/ - - BBB/ Negat i ve/ - -
Fi nancial Strength Rating BBB- / Negati ve/ - - BBB/ Negat i ve/ - -
Sout h Africa National Scale zaPA-/--]-- zaAAA - -] --

* * * x * Alljanz G obal Corporate and Specialty South Africa Ltd.* * * * *

Downgr aded
To From
Al lianz d obal Corporate and Specialty South Africa Ltd.
Counterparty Credit Rating BBB- / Negati ve/ - - BBB/ Negat i ve/ - -
Fi nancial Strength Rating BBB- / Negat i ve/ - - BBB/ Negati ve/ - -
South Africa National Scale zaPA-/--]-- zaAAA - -] --

¥ % o x % % % % % Hannover Reinsurance Africa Ltd. * * * * * x % % x % ¥

Qut |l ook Action; Ratings Affirnmed

To From
Hannover Rei nsurance Africa Ltd.
Hannover Life Reassurance Africa Ltd.
Fi nanci al Strength Rating AA-/ Negati ve/ - - AA-/ St abl e/ - -

* * *x % * *x * * *x * * *x * L| berty Goup Ltd * *k *x * * *x * * *x * * *x *

Downgr aded; Ratings Affirmed

To From
Li berty Group Ltd.
Counterparty Credit Rating
Sout h Africa National Scale zaAA-/--/zaA-1 ZaAAA/ - -/ zaA- 1
Subor di nat ed Non- Def errabl e ZaA+ ZaAA+
Subor di nat ed Deferrabl e zaA ZaAA-

* * *x % * *x * * *x * * *x * M,”-” Ch REI nsur ance CO * *k *x % * *x * * *x * * *x *
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Qut | ook Action; Ratings Affirnmed
To From
Muni ch Rei nsurance Co. of Africa Ltd.
Fi nanci al Strength Rating AA-/ Negati ve/ - - AA-/ St abl e/ - -

* * % x x * (Od Miutual Life Assurance Co. (South Africa) Ltd. * * * * * * =

Downgr aded; Ratings Affirnmed
To From
A d Mitual Life Assurance Co. (South Africa) Ltd.
Counterparty Credit Rating
South Africa National Scale zaAA-/--/zaA- 1 ZzaAAA - -/ zaA- 1
Subor di nat ed Deferrable zaA ZaAA-

* * *x % * *x * * * * % * Sanl am Lt d and Sant am Lt d * * *x K% * *x % * *x * % *x *

Downgr aded
To From
Sant am Lt d.
Counterparty Credit Rating BBB-/ Negati ve/ - - BBB/ Negat i ve/ - -
Fi nanci al Strength Rating BBB- / Negati ve/ - - BBB/ Negat i ve/ - -
South Africa National Scale zaAA-[--/-- ZaAAA - -/ - -
Sanl am Li fe | nsurance Ltd.
Counterparty Credit Rating
South Africa National Scale zZaPA-/--/-- ZaAAA - -/ --
Sanl am Lt d.
Counterparty Credit Rating
South Africa National Scale zaBBB/ --/-- zaA --/--
Sant am Lt d.
Sanlam Li fe | nsurance Ltd.
Subor di nat ed Deferrabl e zaA ZaAA-
Downgr aded; Ratings Affirmed
To From
Sanl am Capital Markets Proprietary Ltd.
Counterparty Credit Rating
Sout h Africa National Scale zaA --/zaA-1 zaAA-/--/zaA-1

* * % *x * *x * % *x * *x * * *x * SCmAfrlCa Ltd***************

Qut |l ook Action; Ratings Affirnmed

To From
SCOR Africa Ltd.
Financial Strength Rating AA-/ Negati ve/ - - AA-/ St abl e/ - -
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REGULATCORY DI SCLOSURES

Al lianz d obal Corporate and Specialty South Africa Ltd. (AGCSSA)
e Primary Credit Analyst: Trevor Barsdorf, Rating Anal yst

e Rating Conmittee Chairperson: Marco Sindaco

e Date initial rating assigned: March 3, 2003

» Date of previous review Dec. 12, 2016

Al G South Africa Ltd.

Al G Life South Africa Ltd.

e Primary Credit Analyst: Trevor Barsdorf, Rating Anal yst
e Rating Conmittee Chairperson: David Laxton

» Date initial rating assigned: May 2, 2014

» Date of previous review Dec. 12, 2016

Hannover Life Reassurance Africa Ltd.

Hannover Rei nsurance Africa Ltd.

e Primary Credit Analyst: Trevor Barsdorf, Rating Analyst
* Rating Conmittee Chairperson: Marco Sindaco

« Date initial rating assigned: Nov. 30, 2011

« Date of previous review Feb. 08, 2017

Sanl am Capital Markets Proprietary Ltd.

e Primary Credit Analyst: Matthew Pirnie, Rating Anal yst
e Rating Conmittee Chairperson: David Laxton

« Date initial rating assigned: Feb. 25, 2016

« Date of previous review OCct. 25, 2016

Sant am Lt d.

e Primary Credit Analyst: Trevor Barsdorf, Rating Analyst
e Rating Conmittee Chairperson: David Laxton

« Date initial rating assigned: Cct. 10, 2012

e Date of previous review Dec. 12, 2016

DI SCLAI MERS

This rating has been determined by a rating comrittee based solely on the
conmittee's independent evaluation of the credit risks and nerits of the

i ssuer or issue being rated in accordance with S& d obal Ratings published
criteria and no part of this rating was influenced by any ot her business
activities of S& d obal Ratings.
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This credit rating is solicited. The rated entity did participate in the
credit rating process. S& d obal Ratings did have access to the accounts,
financial records and other relevant internal, non-public docunments of the
rated entity or a related third party. S& d obal Ratings has used information
from sources believed to be reliable but does not guarantee the accuracy,
adequacy, or conpl eteness of any infornmation used.

GLOSSARY

* Anchor: The starting point for rating an insurer, based on S& d oba
Rati ngs' assessnents of the business and financial risk profiles.

* Business risk profile (BRP): Assesses the risk inherent in the insurer's
operations and therefore the potential sustainable return to be derived
fromthose operations.

e Capital and earnings: Measure of an insurer's ability to absorb | osses.

 Collateral posting risk: Assessment of an insurer's exposure to
col lateral posting requirenents in the event of rating downgrades or
other triggers, relative to liquid assets.

e« Conbined ratio: The ratio of the sum of |oss expense, |oss adjustnent
expense, and operating expenses divided by premnm uns earned.

e Conpetitive position: An assessnent based on an insurer's operating
performance, brandi ng, narket position, diversification and control over
its distribution channels.

- Date initial rating assigned: The date S&P d obal Ratings assigned the
long-term foreign currency issuer credit rating on the entity.

e Date of previous review The date S&P d obal Ratings |ast reviewed the
credit rating on the entity.

 Earnings before interest and taxation (EBIT): Profit before tax and
i nterest expenses.

« EBITDA: The sum of EBIT and depreciation on tangible fixed assets plus
anortization of intangi ble assets except for deferred acquisition costs
and val ue of business acquired.

e« Econonmic capital available: ECA is a broader, nore econonic view of
owner (shar ehol ders, or policyholders in the case of nmutual) capital with
a longer-termview on crystallizing val ue.

» Enpl oyee benefits obligations: Enployee postenpl oynment defined-benefit
obligations (including pension and retiree health care benefits) in terns
of both liability and asset risks.

 Enterprise risk management (ERM: CQur assessnent of ERM exani nes whet her
i nsurers execute risk managenent practices in a manner that effectively
limts future | osses.

* Financial flexibility: The bal ance between an insurer's sources and uses
of external capital and liquidity over the current and next two years.

 Financial |everage ratio: Total financial obligations over the sum of
econoni ¢ capital available, debt, and hybrids.

 Financial |everage: The financial |everage subfactor addresses the degree
of an insurer's indebtedness relative to its total capitalization. Total
financial obligations over the sum of ECA (econonic capital avail able),
debt, and hybrids.

e Financial risk profile (FRP): The consequence of decisions that
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managenent nekes in the context of its business risk profile and its risk
t ol erances.

Fi nancial strength rating (FSR): A forward-I|ooking opinion about the
financial security characteristics of an insurer with respect to its
ability to pay under its insurance policies and contracts, in accordance
with their terms.

Fi xed-charge coverage: Addresses an insurer's ability to service interest
on financial obligations out of EBITDA

For ei gn exchange ri sk exposure: Assesses currency m snmatches between
assets and liabilities (including equity). The criteria define a
significant nismatch as nore than about 10% of total insurer's
liabilities.

Headr oom for covenants: Assesses the risk to an insurer's liquidity of
not conplying with covenants and rating triggers on its third-party

fi nanci al obligations, including reinsurance and insurance contracts.

Hi gh-ri sk assets: Volatile or illiquid assets.

I nsurance Industry And Country Ri sk Assessnent (11CRA): Addresses the
risks typically faced by insurers operating in specific industries and
countries, and is generally determined at a country or regional |evel

I ntangi bl es: The sum of goodwi ll, intangible assets, deferred acquisition
costs (DAC), value of in-force, value of business acquired, and deferred
tax assets.

| ssuer credit rating (ICR): A forward-Iooking opinion about an obligor's
overal |l creditworthiness, focusing on its capacity and willingness to
nmeet its financial obligations in full and as they cone due.

Qperating return on enbedded val ue: Post-tax operating profit divided by
t he average of enbedded val ue at period-end and a year before.

Prebonus pretax earnings: The sum of EBITDA and policyhol der divi dends.
Return on assets (ROA): Indicates to us how efficiently managenent uses
its assets to generate earnings by conparing EBIT to the two-year average
of total assets adjusted. Total assets adjusted is total assets m nus

rei nsurance assets.

Return on revenue (ROR): Total revenue is used to capture net prem um
fromunderwiting activities as well as investnment inconme and fees
generated as a result of those underwiting activities. Were total
revenue is not reported, it is the sumof the net preniuns earned, net

i nvestment incone, and ot her incone.

Ri sk position: Assesses material risks not incorporated in the capita
and earnings analysis and specific risks that could affect the volatility
of an insurer's TAC.

Return on equity (ROE): Measures the return avail able to stockhol ders.
Cal cul ated as reported net incone divided by the year-end average of
reported stockhol ders' equity for the past two years.

Stand-al one credit profile (SACP): S& d obal Ratings' opinion of an
insurer's creditworthiness, in the absence of extraordinary intervention
fromits parent, affiliate, or related governnent.

Total adjusted capital (TAC): S&P d obal Ratings' neasure of the capita
an insurer has available to neet capital requirenents.
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Additional Contact:
Insurance Ratings Europe; Insurancelnteractive_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. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitalig.com All

ratings affected by this rating action can be found on the S& @ obal Ratings'
public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum. Alternatively, call one of the follow ng S& G 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) 783-4009.
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