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e Qur negative outlook on the Republic of South Africa reflects its

i ncreased econom ¢ risks due to the still-slow pace of econonic grow h,
whi ch stens from weak external demand and donestic constraints.
* W believe this will lead to weaker growth and greater conpetition in

both the nonlife and Iife sectors of South Africa's insurance industry.
* Consequently, we have revised down our insurance industry and country
ri sk assessnment for the South African property/casualty and life sectors
to noderate frominternediate.
« W are revising our outlook to negative on four insurers, |owering our
ratings on two insurers, and affirmng the ratings and outl ook on two
reinsurers.

LONDON (St andard & Poor's) Dec. 9, 2015--Standard & Poor's Ratings Services
today took various ratings actions on insurers exposed to the South African
mar ket. Today's rating actions follow the revision of our outlook on South
Africa to negative fromstable (see "Qutl ook On South Africa Revised To
Negative On Continued Slow Grow h; Ratings Affirmed," published on Dec. 4,
2015). W al so revised down our insurance industry and country risk (IICRA)
assessment of the South African life and property/casualty (P/C) insurance
sectors to noderate frominternediate.

We | owered our ratings on these insurers:
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e Lion of Africa Insurance Co. Ltd.--counterparty credit and financi al
strength ratings to 'B+ from'BB-', national scale rating to 'zaBB-'
from'zaBB+' . The outl ook is negative.

e Infiniti Insurance Ltd.--national scale rating to 'zaBBB from'zaBBB+'.

We affirned our 'BBB+ |long-termcounterparty credit and financial strength
ratings on the follow ng insurers, and we revised our outlook on themto
negative fromstable. At the sane tine, we affirmed our 'zaAAA" South Africa
nati onal scale ratings on these insurers:
e AIG South Africa Ltd. and AIG Life South Africa Ltd. (collectively,

Al GSA)
* Allianz d obal Corporate and Specialty South Africa Ltd. (AGCSSA)
* Hannover Reinsurance Africa Ltd. and Hannover Life Reassurance Africa

Ltd. (collectively, HRSA).
 Santam Ltd

At the same time, we affirned our 'BB+ counterparty credit and financial
strength ratings and 'zaA+' national scale rating on G C Re South Africa Ltd
We also affirned our "A-' counterparty credit and financial strength ratings
on African Reinsurance Corp. and its core subsidiary, African Reinsurance Corp
(South Africa) Ltd. (collectively, African Re).

In our opinion, economc risks in South Africa have increased due to the
still-sl ow pace of econom c growmh. We have revised down our estimate of
full-year 2015 GDP growth to 1.4% from2.1%in June. This is because of a
conbi nati on of weak external denmand, |ow conmodity prices, and donestic
constraints, including an inadequate electricity supply and overall weak

busi ness confidence that inhibits private-sector investnent. Prolonged |abor
strikes, significant negative spill-over effects fromthe likely U S. interest
rate hi kes, and | ower demand from China coul d hanper any inprovenent in

gr owt h.

The change in economc risk pronpted us to revise down our P/C and life Il CRAs
for South Africa to noderate frominternedi ate. Economic risk is one of the
four factors that informour view of country risk. W expect that the
weakeni ng econom ¢ environnent will danmpen demand from consuners and busi ness
for both new insurance products and renewal s of existing coverage. This, in
turn, has weighed on our expectations for real growth in both sectors, which
we have revised to negative fromneutral. At the same time, we expect the

al ready-strong conpetition to intensify, particularly in the P/C sector

Both the life and nonlife sectors have perfornmed well in the past few years,
but we expect that the increasingly constrai ned economic environment wll
likely put disposable consunmer income and busi ness spendi ng under greater
pressure. This will curtail real levels of prem umgrowth, which we expect

will fall close to zero. Limted growh in both sectors is likely to intensify
conpetition, and we believe insurers will start conpeting nore on price.

AFRI CAN RE
We affirnmed our 'A-' counterparty credit and financial strength ratings on

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT DECEMBER 9, 2015 2

1546694 | 301023607



Various Rating Actions Taken On Insurers And Reinsurers With Exposure To South Africa Due To Diminished
Growth Prospects

Africa Reinsurance Corp. and its core subsidiary, Africa Reinsurance Corp
(South Africa) Ltd. The outl ook remains stable.

We view Africa Re's business risk profile as satisfactory. Africa Re's
diversification leads to a conbined Il CRA assessnent for the group which we
have revised to high risk fromnoderate risk. That said, we believe Africa
Re's diversification offsets South Africa's deteriorating growh prospects,
and so our assessnent of its business risk profile remains satisfactory.

W believe Africa Re has unique conpetitive advantages, including its "locally
adm tted" status, diplomatic privileges that afford its staff ease of

nmoverent, a network of offices across the continent, and the right--but not
the obligation--to accept conpul sory cessions. Its operating nargi ns have been
sustai nably strong, with its net conbined (I oss and expense) ratio and return
on equity averagi ng 92% and 15% respectively, for the past five years.

Africa Re sources about 25% of its total prem uns from South Africa. Although
other markets are growing in inportance, we expect that the country wll
remain a significant source of the group's business.

Al GSA

We revised our outl ook on AlIGSA to negative fromstable and affirned our
'"BBB+' counterparty credit and financial strength ratings. At the sane tine,
we affirnmed our 'zaAAA' national scale rating on these two conpanies.

W revised our view of AIGSA s business risk profile to fair, which conbines a
noderate |1 CRA assessnent and an adequate conpetitive position. This change
led to a one-notch downward revision of AlIGSA's stand-alone credit profile
(SACP) to 'bbb' from' bbb+

We view AIGSA as strategically inportant within the AIG group. As a result,
under our group rating nethodol ogy, we can assign up to three notches of
support to such subsidiaries. W apply one notch of uplift to AIGSA's SACP as
the ratings are constrai ned by the sovereign rating.

The negative outl ook parallels the outlook on the sovereign. It reflects our
view that the ratings on AIGSA remain constrained by the local currency rating
on South Africa. W would revise the outlook to stable if we revised the

outl ook on South Africa to stable. Simlarly, we would | ower the ratings if we
downgr aded t he sovereign

AGCSSA

We revised our outl ook on AGCSSA to negative fromstable and affirmed our
'"BBB+' counterparty credit and financial strength ratings. At the sane tineg,
we affirmed our 'zaAAA' national scale rating on AGCSSA

The ratings continue to reflect that AGCSSA is highly strategic to its parent,
Allianz d obal Corporate & Specialty SE (AGCS SE), which is a core subgroup of
Al lianz SE. Under our group nethodol ogy the ratings are aligned with those on
the parent, but are linited by the local currency sovereign rating. W would
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revise the outlook to stable if we revised the outl ook on South Africa to
stable. Simlarly, we would lower the ratings if we downgraded the sovereign.

G C RE SQUTH AFRI CA LTD.

We affirned our 'BB+' counterparty credit and financial strength ratings on

G C Re South Africa. The outlook remains stable. At the sanme tinme, we affirned
our 'zaA+' national scale rating on G C Re South Africa.

Al though G C Re South Africa is based in South Africa, it has limted business
exposure to the country; only an estimated 15% of its prenm uns cone from

busi ness there. Consequently, the conpany's overall |1CRA assessnent remains
inline with our current assessnent of high risk.

HRSA

We revised our outlook on HRSA to negative fromstable and affirnmed our ' BBB+'
counterparty credit and financial strength ratings. At the same tinme, we
affirmed our 'zaAAA national scale rating on these two conpanies.

We have revised our view of HRSA's business risk profile to fair, which
conbi nes our noderate |1 CRA assessnment and an adequate conpetitive position
However, the subgroup's SACP renmai ns unchanged. The subgroup continues to
benefit fromtwo notches of uplift due to its strategic inportance to its
parent, Hannover Rueck SE

The negative outl ook parallels the outlook on the sovereign. It reflects our
view that the ratings on HRSA remain constrai ned by the | ocal currency rating
on South Africa. W would revise the outlook to stable if we revised the

outl ook on South Africa to stable. Simlarly, we would |lower the ratings if we
downgr aded the sovereign

I NFI NI TI | NSURANCE LTD.
We | owered our national scale rating on Infiniti Insurance to 'zaBBB from
' zaBBB+' .

Al t hough strained industry growmh in South Africa has weakened Infiniti's

busi ness risk profile, this is partly offset by the conpany's inproving
conpetitive position. W expect that over the next 12 nonths, the insurer wll
have breakeven or better underwiting performance and a conpetitive position
which is conparable with that of simlarly sized |ocal peers.

The 11 CRA revision has affected our view of Infiniti's business risk profile,
but this is partly offset by our inproved assessnent of its conpetitive
position to | ess than adequate from weak.

LI ON OF AFRI CA LTD.

We | owered our counterparty credit and financial strength ratings on Lion of
Africa to 'B+ from'BB-'. The outl ook remai ns negative. At the same tinme, we
| owered our South Africa national scale rating on the insurer to 'zaBB-' from
'zaBB+' .
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We revised our |ICRA assessnent to noderate. This--conbined with a |ess than
adequate conpetitive position--leads us to consider Lion's business risk
profile as vul nerable. W expect the weaker econom c environnent could result
in Lion of Africa taking longer to rebuild its franchi se and market share.

The outl ook remains negative to reflect the possibility of a downgrade. This
could happen if Lion of Africa were to experience weaker earnings and capita
than we anticipate or fails to inprove underwiting and risk controls, reduce
high risk asset concentrations, and protect the conpany's franchi se value. A
revision to stable would result froma track record of inmproved operating
performance and robust capitalization

SANTAM LTD.

We revised our outl ook on Santamto negative fromstable and affirmed our
'BBB+' counterparty credit and financial strength ratings. At the same tine,
we affirnmed our 'zaAAA" national scale rating on Santam

W revised our view of Santam s business risk profile to satisfactory, which
conbi nes a noderate |1 CRA assessment and a strong conpetitive position
Santam s GCP renmai ns unchanged at 'bbb+' . Santam s predom nant busi ness
exposure is to South Africa, though it has effected segmented rate increases
and navigated the current business environment, which has resulted in it
posting stronger-than-expected results.

The negative outl ook parallels the outlook on the sovereign. It reflects our
view that the ratings on Santam remain constrained by the | ocal currency
rating on South Africa. W would revise the outlook to stable if we revised
the outl ook on South Africa to stable. Simlarly, we would | ower the ratings
i f we downgraded the sovereign.

RELATED CRI TERI A AND RESEARCH

Rel ated Criteria

e Standard & Poor’s National And Regi onal Scal e Mappi ng Tabl es, Sept. 30,
2014

e National And Regional Scale Credit Ratings, Sept. 22, 2014

 Ratings Above The Sovereign--Corporate And Gover nment Rati ngs:
Met hodol ogy And Assunptions, Nov. 19, 2013

e Group Rating Methodol ogy, Nov. 19, 2013

« Enterprise Ri sk Managenent, May 7, 2013

 Insurers: Rating Methodol ogy, May 7, 2013

* Managenent And CGovernance Credit Factors For Corporate Entities And
I nsurers, Nov. 13, 2012

* Refined Methodol ogy And Assunptions For Anal yzing |Insurer Capita
Adequacy Using The Ri sk-Based | nsurance Capital Mdel, June 7, 2010

e Use O CreditWatch And Qutl ooks, Sept. 14, 2009

Rel at ed Research
e Qutl ook On South Africa Revised To Negative On Continued Sl ow G ow h;
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Ratings Affirned, Dec. 4, 2015

Growth Prospects

I NSURANCE | NDUSTRY AND COUNTRY RI SK ASSESSMENT SCORE SNAPSHOT

South Africa Property/ Casualty
Country Ri sk
I ndustry Ri sk

South Africa Life
Country Ri sk
I ndustry Ri sk

RATI NGS SCORE SNAPSHOT
AFRI CAN REI NSURANCE GROUP.

Financial Strength Rating

Anchor
Busi ness Risk Profile
1 CRA
Conpetitive Position

Financial Ri sk Profile
Capital & Earnings
Ri sk Position
Financial Flexibility

Modi fiers
ERM and Managemnent
Enterpri se R sk Managenent
Managenent & Gover nance
Hol i stic Analysis
Liquidity

Suppor t
Group Support
Gover nrent Support

Al G SOUTH AFRI CA GRCOUP

Fi nancial Strength Rating
SACP

Anchor
Busi ness Ri sk Profile

To

Moder at e
Moder at e

I nternedi ate

Moder at e
Moder at e
I nternedi ate

To:
A-/ St abl e

a_
Satisfactory
H gh Ri sk
Strong

Strong

Very Strong
Moder at e Ri sk
Strong

0

0

Adequat e
Satisfactory
0

Excepti onal

o

To:
BBB+/ Negati ve
bbb

bbb
Fair

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

From

I nternedi ate
Moder at e

I nternedi ate

I nternedi ate
Moder at e
I nternedi ate

From
A-/ St abl e

a_
Satisfactory
Moder ate Ri sk
Strong

Strong

Very Strong
Moder at e Ri sk
Strong

0

0

Adequat e
Satisfactory
0

Excepti onal

o

From
BBB+/ St abl e
bbb+

bbb+
Satisfactory
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I CRA
Conpetitive Position

Fi nancial Risk Profile
Capital & Earnings
Ri sk Position
Financial Flexibility
Modi fiers

ERM and Managenent
Enterpri se R sk Managenent
Managenment & Governance
Hol i stic Analysis

Liquidity
Suppor t

G oup Support
Gover nment Support

Moder at e Ri sk
Adequat e

Moderately Strong
Moderately Strong
I nternedi ate Ri sk
Adequat e

0

0

Adequat e
Fair

0

Strong
+1

+1
0

Growth Prospects

I nternedi ate Ri sk
Adequat e

Moderately Strong
Moderately Strong
I nternedi ate Ri sk
Adequat e

0

0

Adequat e
Fair

0

Strong
0

0
0

ALLI ANZ GLOBAL CORPORATE AND SPECI ALTY SQUTH AFRI CA LTD.

Fi nancial Strength Rating

G C RE SQUTH AFRI CA

Fi nancial Strength Rating
SACP
Anchor
Busi ness Ri sk Profile
11 CRA

Competitive Position

Fi nancial Risk Profile
Capital & Earnings
Ri sk Position
Financial Flexibility
Modi fiers

ERM and Managenent
Enterpri se Ri sk Managenent
Managenent & Governance
Hol i stic Analysis

Liquidity

Support
G oup Support

BBB+/ Negati ve/ - -

To:
BB+/ St abl e
bb

bb

Vul ner abl e

H gh Ri sk

Less than Adequate

Less than Adequate
Lower Adequate
Moder at e Ri sk
Adequat e

0

0

Adequat e
Fair

0

Excepti onal

+1
+1
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BBB+/ St abl e/ - -

From
BB+/ St abl e
bb

bb

Vul ner abl e

H gh Ri sk

Less than Adequate

Less than Adequate
Lower Adequate
Moder at e Ri sk
Adequat e

0

0

Adequat e
Fair

0

Excepti onal

+1
+1
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Gover nment Support

HANNOVER REI NSURANCE AFRI CA GROUP

Financial Strength Rating
SACP
Anchor
Busi ness Ri sk Profile
Il CRA

Conpetitive Position

Financial Risk Profile
Capital & Earnings
Ri sk Position
Financial Flexibility
Modi fiers

ERM and Managenent
Enterpri se R sk Managenent
Managenent & Gover nance

Hol i stic Analysis

Liquidity
Suppor t
Group Support

Gover nment Suppor t

LI ON OF AFRI CA | NSURANCE LTD

Financial Strength Rating
SACP
Anchor
Busi ness Ri sk Profile
11 CRA

Conpetitive Position

Fi nancial Risk Profile
Capital & Earnings
Ri sk Position
Financial Flexibility
Modi fiers

ERM and Managenent
Enterpri se Ri sk Managenent

To:
BBB+/ Negat i ve
bbb-

bbb-

Fair
Moder at e Ri sk
Adequat e

Lower Adequate
Lower Adequate

I nternediate Risk
Adequat e

0

0

Adequat e
Satisfactory
0

Excepti onal

+2
+2
0

To:
B+/ Negati ve

b+

bb-

Vul ner abl e

Moder at e Ri sk

Less than Adequate

Weak

Lower Adequate
Moder at e Ri sk

Less than Adequate

0
0
Adequat e
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From
BBB+/ St abl e
bbb-

bbb

Satisfactory

I ntermedi ate Risk
Adequat e

Lower Adequate
Lower Adequate

I nternediate Risk
Adequat e

0

0

Adequat e
Satisfactory
0

Excepti onal

+2
+2
0

From
BB-/ Negati ve

bb-

bb

Fair

I nternmedi ate Risk
Less than Adequate

Weak

Lower Adequate
Moder at e Ri sk

Less than Adequate

0
0
Adequat e
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Managenent & Gover nance Fair Fair
Hol i stic Analysis -1 -1
Liquidity Adequat e Adequat e
Support 0 0
G oup Support 0 0
Gover nment Support 0 0
SANTAM LTD.
To: From
Financial Strength Rating BBB+/ Negat i ve BBB+/ St abl e
I ndi cative GCP a- a
GCP bbb+ bbb+
Anchor bbb+ a-
Busi ness Risk Profile Sati sfactory Strong
1 CRA Moder ate Ri sk Internediate Risk
Conpetitive Position Strong Strong
Financial Risk Profile Upper Adequate Upper Adequate
Capital & Earnings Lower Adequate Lower Adequate
Ri sk Position Internediate Risk Internediate Risk
Financial Flexibility Strong Strong
Modi fiers +1 +1
ERM and Managenent +1 +1
Enterpri se R sk Managenent Strong Strong
Managenent & Governance Sati sfactory Sati sfactory
Holistic Analysis 0 0
Liquidity Strong Strong
Suppor t 0 0
G oup Support 0 0
Gover nrent Support 0 0
I CRA- -1 nsurance I ndustry And Country Ri sk Assessment.
RATI NGS LI ST
To From
African Rei nsurance Corp.
African Reinsurance Corp. (South Africa) Ltd.
Local currency
Counterparty Credit Rating A-/ Stabl e/ -- A-/ Stabl e/ --
Fi nanci al Strength Rating A-/ Stabl e/ - - A-/ Stabl e/ - -

Al G South Africa Ltd.
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Al G Life South Africa Ltd.
Local currency

Counterparty Credit Rating BBB+/ Negat i ve/ - - BBB+/ St abl e/ - -
Fi nanci al Strength Rating BBB+/ Negati ve/ - - BBB+/ St abl e/ - -
South Africa National Scale zaAAA zaAAA

Al lianz d obal Corporate and Specialty South Africa Ltd.
Local currency

Counterparty Credit Rating BBB+/ Negati ve/ - - BBB+/ St abl e/ - -
Fi nancial Strength Rating BBB+/ Negati ve/ - - BBB+/ St abl e/ - -
South Africa National Scale zaAAA zaAAA

G C Re South Africa Ltd.
Local currency

Fi nancial Strength Rating BB+/ St abl e/ - - BB+/ St abl e/ - -
Counterparty Credit Rating BB+/ St abl e/ - - BB+/ St abl e/ - -
South Africa National Scale zaA+ zaA+

Hannover Rei nsurance Africa Ltd.
Hannover Life Reassurance Africa Ltd.
Local currency

Counterparty Credit Rating BBB+/ Negati ve/ - - BBB+/ St abl e/ - -
Financial Strength Rating BBB+/ Negati ve/ - - BBB+/ St abl e/ - -
South Africa National Scale zaAAA zaAAA

Infiniti Insurance Ltd.
Local currency
South Africa National Scale zaBBB zaBBB+

Li on of Africa Insurance Co Ltd.

Fi nancial Strength Rating B+/ Negati ve/ - - BB-/ Negat i ve/ - -
Counterparty Credit Rating B+/ Negati ve/ - - BB-/ Negat i ve/ - -
South Africa National Scale zaBB- zaBB+

Sant am Lt d.

Local currency
Fi nanci al Strength Rating BBB+/ Negati ve/ - - BBB+/ St abl e/ - -
Counterparty Credit Rating BBB+/ Negat i ve/ - - BBB+/ St abl e/ - -
South Africa National Scale zaAAA zaAAA

REGULATORY DI SCLOSURES

Primary credit analyst: Matthew Pirnie, Director--Allianz d obal Corporate and
Specialty South Africa Ltd., Hannover Reinsurance Africa Ltd., Hannover Life
Reassurance Africa Ltd., and Lion of Africa Ltd.

Chai rperson: David Laxton

Date initial rating assigned:

* Allianz d obal Corporate and Specialty South Africa Ltd. (Aug. 14, 2014)

e Hannover Reinsurance Africa Ltd. (March 25, 2004)

* Hannover Life Reassurance Africa Ltd. (Nov. 20, 2009)
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e Lion of Africa Insurance Co. Ltd. (June 11, 2012)

Dat e of previous review

* Allianz G obal Corporate and Specialty South Africa Ltd. (Cct. 29, 2015)
* Hannover Reinsurance Africa Ltd. (Sept. 1, 2015)

* Hannover Life Reassurance Africa Ltd. (Sept. 1, 2015)

e Lion of Africa Insurance Co. Ltd (Sept. 30, 2015)

DI SCLAI VERS

Al the credit ratings are solicited. The rated entities did participate in
the credit rating process. Standard & Poor's Ratings Services did have access
to the accounts, financial records and other relevant internal, non-public
docunents of the rated entities or a related third party. Standard & Poor's
Rati ngs Services has used information from sources believed to be reliable but
does not guarantee the accuracy, adequacy, or conpleteness of any information
used.

The ratings have been determined by a rating comittee 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 Standard & Poor's Ratings
Services' published criteria and no part of this rating was influenced by any
ot her business activities of Standard & Poor's Ratings Services.

GLOSSARY

* Anchor: The starting point for rating an insurer, based on Standard &
Poor's 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.

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

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

e Date initial rating assigned: The date Standard & Poor's assigned the
long-termforeign currency issuer credit rating on the entity.

« Date of previous review The date Standard & Poor's last reviewed the
credit rating on the entity.

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

e 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 risk profile (FRP): The consequence of decisions that
managenent nmekes in the context of its business risk profile and its risk
t ol er ances.

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

e Insurance Industry And Country Ri sk Assessnment (I1CRA): Addresses the
risks typically faced by insurers operating in specific industries and
countries, and is generally deternmined at a country or regional |evel

 Issuer credit rating (ICR): A forward-|ooki ng opi nion about an obligor's
overal | creditworthiness, focusing on its capacity and willingness to
meet its financial obligations in full and as they cone due.

* Risk 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

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

 Total adjusted capital (TAC): Standard & Poor's neasure of the capital an
i nsurer has available to neet capital requirenents.

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 located 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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