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Research Update:

Pohjola Non-Life Insurance Downgraded To 'A+'
After Government Support Review Of Pohjola
Bank; Outlook Remains Negative

Overview

* W believe the prospect of extraordinary governnent support for Finnish
banks is now uncertain and we are therefore renoving government support
fromour ratings on Pohjola Bank PLC, the parent of Finland-based Pohjol a
Non-Life Insurance Co. Ltd. (Pohjola Non-Life).

e However, we incorporate additional |oss-absorbing capacity (ALAC) support
into our ratings on the bank

« W continue to view Pohjola Non-Life as core to Pohjola Bank, but we
consider that Pohjola Non-Life is unlikely to benefit from Pohjola Bank's
ALAC.

e W are therefore |lowering our ratings on Pohjola Non-Life to ' A+ from
"AA-

» The negative outlook reflects that on Pohjola Bank and our view that
Fi nl and' s weak economic recovery coul d hanper the banking sector's
performance over the next two years.

Rating Action

On Dec. 2, 2015, Standard & Poor's Ratings Services |lowered its |ong-term
counterparty credit and insurer financial strength ratings on Finland-based
non-life insurer Pohjola Non-Life Insurance Co. Ltd. (Pohjola Non-Life) to
"A+' from'AA-'. The outl ook renmains negative.

Rationale

The rating action follows the renpval of government support from our ratings
on Pohjola Bank (AA-/Negative/ A-1+), the parent of Pohjola Non-Life, and the
i nclusi on of ALAC.

The downgrade of Pohjola Non-Life reflects our view that, as an insurance
subsi di ary of Pohjola Bank, Pohjola Non-Life would not benefit fromthe bank's
ALAC. W expect that any eventual resolution of Pohjola Non-Life would be
separate fromthat of the bank, meaning that any outstanding ALAC instrunments
at the bank would not be available for the insurance operations. Therefore, we
rate Pohjola Non-Life at the | evel of Pohjola Bank's 'a+' unsupported group
credit profile.

The ratings also reflect our view of Pohjola Non-Life as a core operating
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entity of Pohjola Bank, reflecting its key role in the bank's financi al
services offering as a market-leading non-life insurer in Finland and its
strong integration within the group. Pohjola Non-Life is the | eading non-life
insurer in Finland with a narket share of about 30% By the end of the third
quarter of 2015, Pohjola Non-Life had contributed 24% of the group's tota
ear ni ngs before tax.

Outlook

The negative outl ook on Pohjola Non-Life reflects that on Pohjola Bank, based
on Pohjola Non-Life's core status and our view that Finland s weak econonic
recovery coul d hanmper the banking sector's performance over the next two
years, which could | ead us to revise down our anchor for Finnish banks,

i ncl udi ng Pohj ol a Bank. W could also |ower the ratings on Pohjola Non-Life
over the next 12-24 nonths if we no longer regarded it as core to Pohjola
Bank. This is because we view the stand-alone credit profile of Pohjola
Non-Li fe as weaker than the unsupported group credit profile of Pohjola Bank
We consider a downgrade stemming froma change in its core status as unlikely,
but we could consider lowering the rating if we saw a significant weakening of
Pohj ol a Non-Life's operating performance or group integration, or indications
of the bank's reduced commitment to Pohjola Non-Life.

We coul d revise the outl ook to stable over the next 12-24 nonths if we

concl uded that the Finnish banking sector had remained resilient to the weak
econom ¢ recovery sufficient to lead us to revise the outl ook on Pohjol a Bank
to stable.

Related Criteria And Research

Related Criteria

e Criteria | Financial Institutions | Banks: Rating Methodol ogy And
Assunptions — Nov. 9, 2011

e Criteria | Financial Institutions | Banks: Banking Industry Country Risk
Assessnent Met hodol ogy And Assunptions — Nov. 9, 2011

e Criteria | Financial Institutions | Banks: Bank Capital Methodol ogy And
Assunptions — Dec. 6, 2010

* Criteria | Financial Institutions | Banks: Quantitative Metrics For
Rati ng Banks d obal |l y: Methodol ogy And Assunptions — Jul. 17, 2013

e Criteria | Financial Institutions | Conmercial Paper |: Banks — Mar. 23,
2004

e Criteria | Financial Institutions | Methodol ogy For Mapping Short- And
Long- Term I ssuer Credit Ratings For Banks — May 4, 2010

e Criteria | Financial Institutions | Banks: Bank Rating Methodol ogy And
Assunptions: Additional Loss-Absorbing Capacity, Apr.27, 2015

e Criteria | Financial Institutions | Banks: Bank Hybrid Capital And
Nondef errabl e Subordi nat ed Debt Mt hodol ogy And Assunptions — Jan. 29,
2015
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Criteria | Financial Institutions | Bank: Assessing Bank Branch

Credi tworthiness, Cct. 14, 2013

Criteria | Financial Institutions | Banks: Revised Market Ri sk Charges
For Banks In Qur Risk-Adjusted Capital Framework, June 22, 2012

Ceneral Criteria | Use OF CreditWatch And Qutl ooks — Sep. 14, 2009
CGeneral Criteria | Group Rating Methodol ogy — Nov. 19, 2013

General Criteria | Ratings Above The Soverei gn--Corporate And Government
Rati ngs: Met hodol ogy And Assunptions, Nov. 19, 2013

Ceneral Criterial Criteria For Assigning 'CCC+, 'CCC, 'CCC', 'CC
Ratings, Oct. 1, 2012

Ceneral Criteria | S&' s National And Regional Scal e Mappi ng Tabl es, Sep.
30, 2014

General Criteria | National And Regional Scale Credit Ratings, Sep. 22,
2014

Ceneral Criteria | Principles For Rating Debt |Issues Based On | nputed
Promi ses, Dec. 19, 2014

Ceneral Criteria | Rating CGovernment-Related Entities: Methodol ogy And
Assunptions, Mar. 25, 2015

General Criteria| Use O 'C And 'D Issue Credit Ratings For Hybrid
Capital And Paynent-In-Kind Instrunents, Cct. 24, 2013

Related Research

Pohj ol a Bank ' AA-/ A-1+ Ratings Affirmed On Governnent Support And ALAC
Revi ew; Qutl ook Negative, Dec. 2, 2015

Mbost European Bank Ratings Affirned Follow ng Governnent Support And ALAC
Review, Dec. 2, 2015

Credit FAQ How Standard & Poor's Applied Its Government Support And ALAC
Criteria To European Banks In Decenber 2015, Dec. 2, 2015

Standard & Poor's To Conclude Its Review O System ¢ Support For

Remai ni ng EU Banks By Early Decenber 2015, Cct. 1, 2015

Gover nnment And ALAC Support Ratings Uplift For Systemically I|nportant

Eur opean Banki ng Groups, Cct. 1, 2015

Pohj ol a Bank Ratings Affirned At ' AA-/A-1+ Foll owi ng Sovereign Rating
Action; Qutlook Negative, Sept. 29, 2015

Pohj ol a Bank PLC, Aug. 24, 2015

How The Regul atory Reform Process Coul d Reshape Banks' Busi ness Model s
And Affect |ssuer Ratings, Aug. 18, 2014

Standard & Poor's Takes Various Rating Actions On European Banks

Fol | owi ng Governnent Support Review, April 29, 2014

Credit FAQ The Rating Inmpact O Resol ution Regi nes For European Banks,
April 29, 2014

Ratings List
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Counterparty Credit Rating
Local Currency A+/ Negati ve/ - - AA-/ Negati ve/ - -
Fi nanci al Strength Rating
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Local Currency A+/ Negative/ - - AA-/ Negati ve/ - -

Additional Contact:
Insurance Ratings Europe; Insurancelnteractive_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.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 |ocated 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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