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Research Update:

Old Mutual Life Assurance Co. (South Africa)
Assigned 'BBB-' Global Scale Ratings; Outlook
Negative

Overview

e W are assigning our 'BBB-' global scale issuer credit and insurer
financial strength ratings to O d Mitual Life Assurance Co. (South
Africa) Ltd. (OWLACSA).

e Qur 'zaAA-' South Africa national scale rating on OMLACSA remai ns
unchanged.

» The negative outl ook on the Iong-term gl obal scale rating reflects that
on the long-term sovereign credit ratings on South Africa.

Rating Action

On May 19, 2017, S&P d obal Ratings assigned its 'BBB-' gl obal scale |long-term
i ssuer credit and insurer financial strength ratings to O d Mitual Life
Assurance Co. (South Africa) Ltd. (OWMLACSA). The outl ook is negative.

Rationale

The ratings reflect OMLACSA' s strong position in the South African life

i nsurance nmarket, as denonstrated by its |eading positions in diversified
product segnments and its diversified sales forces. Other credit strengths

i nclude OMLACSA' s resilient balance sheet, resulting from prudent capital and
reserve buffers. On the downside, we take into account the difficult operating
environnent in the South African |ife insurance industry. Exposure to the
South African econony weighs on the market and credit risk of OVLACSA' s
assets.

We factor into our rating the consolidated view of Od Mitual Energing Markets
(OVEM) G oup, of which we regard OMLACSA a core subsidiary. The ultinate
parent, O d Muitual PLC (OMPLC), is still undergoing a managed separation that
is expected to continue through to the end of 2018. At the end of this process
OMVEM i s expected to operate independently, nost likely as a |listed group, of
whi ch OMLACSA will continue to be the nost inportant subsidiary. Qur base-case
assunption is that the separation of OVEM from OM PLC will have a linited

i npact on our view of OVEM Group and on OMLACSA' s creditworthiness.

We rate OMLACSA higher than the foreign currency global scale ratings on South
Africa. This is because OMLACSA and OVEM wi t hstand our foreign currency
sovereign default stress test. OVMLACSA hol ds approximately 95% of its assets
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in South Africa, but the bulk of its life liabilities are with-profit or
unit-linked and feature substantial |oss-sharing abilities with policyhol ders.
Shoul d a severe default stress occur--such as our hypothetical sovereign
foreign currency default scenario--we expect OMACSA s policyhol der funds
woul d share the bul k of |osses. However, we limt the ratings on OMLACSA to
the I evel of our local currency sovereign credit ratings on South Africa
because we believe the insurer remains susceptible to financial and

nmacr oecononi ¢ stresses associated with a |ocal currency sovereign default,
given its asset and liability concentration in the donestic econony.

Outlook

The negative outlook reflects the negative outl ook on South Africa.

We could lower the rating if:

W were to |lower our local currency sovereign credit ratings on South
Africa; or

e W saw exceptional dividends exhausting capital; unexpected negative
consequences of OM PLC s dismantling; or earning fundanentals
deteriorating, for exanple A d Mitual Emerging Markets' reported
consolidated return on equity falling bel ow 15% or new business nmargin to
bel ow 2. 5% or weakened bal ance sheet to the extent OMLACSA fails to pass
our sovereign foreign currency default stress scenario.

We could revise the outlook to stable if we took a simlar action on the
sover ei gn.

Ratings Score Snapshot

Fi nancial Strength Rating BBB- / Negat i ve/ - -
Counterparty Credit Rating
South Africa National Scale zaAA-/--/za~A-1
Subor di nat ed Deferrable zaA
| ssuer Credit Rating BBB- / Negati ve/ - -
Anchor bbb+
Busi ness Risk Profile Satisfactory
1 CRA Moder at e
Conpetitive Position Strong
Financial Risk Profile Upper Adequate
Capi tal and Earni ngs Upper Adequate
Ri sk Position I nternedi ate
Financial Flexibility Adequat e
Modi fiers 0
ERM and Managenent 0
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Enterpri se R sk Managenent Adequate
Managenment and Governance Satisfactory

Hol i stic Anal ysis 0
Liquidity Except i onal
Suppor t 0

G oup Support
Gover nent Support -2

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

Related Criteria

Ceneral Criteria: S&P d obal Ratings' National And Regional Scal e Mapping
Tabl es, June 1, 2016

General Criteria: National And Regional Scale Credit Ratings, Sept. 22,
2014

General Criteria: Ratings Above The Sovereign--Corporate And Cover nnent
Rati ngs: Methodol ogy And Assunptions, Nov. 19, 2013

General Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

Criteria - Insurance - General: Enterprise R sk Managenent, My 7, 2013
Criteria - Insurance - General: Insurers: Rating Methodol ogy, May 7, 2013
Ceneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

Ceneral Criteria: Criteria Carification On Hybrid Capital Step-Ups, Call
Options, And Repl acenent Provisions, Cct. 22, 2012

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

Criteria - Financial Institutions - General: Methodol ogy: Hybrid Capital

| ssue Features: Update On Dividend Stoppers, Look-Backs, And Pushers,
Feb. 10, 2010

Criteria - Financial Institutions - Banks: Assunptions: Carification O
The Equity Content Categories Used For Bank And | nsurance Hybrid
Instruments Wth Restricted Ability To Defer Paynments, Feb. 9, 2010
CGeneral Criteria: Use O CreditWatch And Qutl ooks, Sept. 14, 2009
Criteria - Insurance - General: Hybrid Capital Handbook: Septenber 2008
Edition, Sept. 15, 2008

Related Research

ad Mutual Life Assurance Co. (South Africa) Ltd., July 13 , 2016

Ratings List

New Rating; CreditWatch/ Qutl ook Action
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A d Mutual Life Assurance Co. (South Africa) Ltd.
Counterparty Credit Rating

Local Currency BBB- / Negat i ve/ - -
Fi nanci al Strength Rating
Local Currency BBB- / Negati ve/ - -

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 neani ngs 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
infornmation. 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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