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Research Update:

Ratings Lowered On Netherlands-Based SNS
REAAL N.V. Group And Core Subs On Slower
Recovery Prospects; Outlook Stable

Overview
• We believe that recovery prospects for Netherlands-based bancassurance
group, SNS REAAL N.V., are dampened by an economic outlook that is weaker
than we had previously anticipated.

• In particular, we expect the economic backdrop to delay any marked
improvements in SNS Bank's risk position and earnings generation, while
also posing some downside risk to the insurance operations' prospective
performance.

• As a result, we are lowering by one notch our long-term ratings on parent
SNS REAAL N.V., SNS Bank N.V., and on the group's core insurance
subsidiaries.

• The stable outlook factors in our expectation that the insurance
operations will remain strong. It also balances our view that, while the
bank's earnings are likely to remain under material short-term pressure,
we believe that the bank's capital position should continue to benefit
from the continued reduction in property-related exposures.

Rating Action
On March 1, 2012, Standard & Poor's Ratings Services lowered to 'BBB' from
'BBB+' its long-term counterparty credit ratings on Netherlands-based
bancassurance group SNS REAAL N.V. (SNS REAAL, or the group) and its core
insurance holding company REAAL Verzekeringen N.V. We also lowered our
short-term rating on SNS REAAL to 'A-3' from 'A-2'. At the same time, we
lowered our long-term ratings on SNS REAAL's other core subsidiaries SNS Bank
N.V., and insurance operations SRLEV N.V. and REAAL Schadeverzekeringen N.V.,
to 'BBB+' from 'A-'. We affirmed our short-term ratings on these entities at
'A-2'. We lowered by one notch our ratings on subordinated instruments issued
by the group and its core entities. The outlook on all entities is stable.

Rationale
The downgrade of SNS REAAL and the core entities of the group is underpinned
by our view of the weaker-than-previously-expected economic outlook in the
group's main markets. It reflects our anticipation that this will result in a
slower and weaker recovery in the bank's risk exposures and earnings, while
representing some downside risk to the insurance operations' prospective
performance. In the current environment, we also believe that the company's
commitment to repay by end-2013 the capital securities received from the Dutch
government constitutes a more-onerous undertaking than we previously
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anticipated. This is despite the group's rapid progress against its capital
release program.

Our ratings on SNS REAAL are based on our view of the combined strength of its
banking and insurance operations. The ratings on SNS Bank and SNS REAAL
Insurance Operations (SRIO) reflect their status as core operating entities of
the SNS REAAL group. As a result, the counterparty credit rating on SNS Bank
benefits from one notch of group support above our assessment of its
stand-alone credit profile (SACP), underpinned by the size and our view of the
relatively stronger SACPs of the sister insurance companies. SNS REAAL, along
with other insurance holding companies in the group, is rated one notch
beneath the operating entities in line with our criteria for rating
non-operating holding companies.

Standard & Poor's bases its 'bbb' SACP assessment for SNS Bank on the 'a-'
anchor for commercial banks operating only in The Netherlands, as well as the
company's "adequate" business position, "adequate" capital and earnings,
"weak" risk position, and "average" funding and "adequate liquidity", as our
criteria define these terms.

Our assessment of SNS Bank's business position as adequate primarily reflects
the bank's sound retail and small and midsize enterprise franchise in The
Netherlands. With total assets of €81 billion at end-2011, SNS Bank is The
Netherlands' fourth-largest bank. SNS Bank's capital and earnings position is
adequate, in our view. This assessment is based primarily on our expectation
that the bank's capital ratio before diversification adjustments, as measured
by our risk-adjusted capital (RAC) framework, will remain slightly under 9% in
the next 18 months, even after assuming a repayment by the bank of its share
of the Core Tier 1 securities received by SNS REAAL from the government. The
forecast assumes a continued decrease in the property finance book and an
earnings capacity constrained by still-elevated property-related loan
impairment charges, despite the improvement achieved after 2010, and a weak
near-term economic outlook. We consider SNS Bank's risk position to be weak,
primarily reflecting the substantial loan losses caused by the bank's property
finance activities and some concentration in this sector. While it now
accounts for a smaller 14% of total lending, commercial property loans still
generated around 70% of impairment charges in 2011. Our assessment of the
bank's risk position could improve to "moderate" once loan losses are set to
normalize to a level where the bank again starts to generate capital. Our
assessment on the bank's funding and liquidity reflects the rapid decrease in
the bank's reliance on wholesale funding, and significant liquidity buffer at
end-2011, which we consider adequate in light of material debt maturities in
2012.

We assess SRIO at 'A' on a stand-alone basis. The stand-alone ratings on SRIO
reflect our view of its strong position in the Dutch market, diversification
across life and non-life classes of business, strong investment profile and
asset-liability management, and strong capitalization. Offsetting these
positives are the group's operating performance in the challenging Dutch
market and its financial flexibility, which we view as weaker than the other
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rating factors. We believe operating conditions in the Dutch life market
remain challenging and, along with the low interest rate environment, will
impair the insurance operations' future profitability. The group's ultimate
commitment to repay the Dutch government constrains our assessment of the
group's capitalization.

Notably, we classify SNS Bank has having "moderate" systemic importance in The
Netherlands, a country we view as "supportive" of its banking system, as
defined by our criteria, although the notch of support factored into our
counterparty credit rating on SNS Bank is attributable to its status as a
"core" subsidiary of the SNS REAAL group.

Outlook
The outlook on SNS REAAL and its core subsidiaries is stable. It takes into
consideration our expectation that the insurance operations should maintain a
sound underlying performance. It also balances our view that, while the bank's
earnings are likely to remain under material short-term pressure, we believe
that the bank's capital position should continue to benefit from the continued
reduction in property-related exposures.

We could lower the ratings on SNS REAAL and its core subsidiaries in the event
of a material reduction in the insurance operations' contribution to group
underlying earnings, or if asset disposals were to weaken the group's business
profile, or if the group's capitalization were to significantly deteriorate.
We could also lower the ratings if the bank's liquidity position were to
weaken.

A large reduction in the bank's impairment charges to a level supportive of
meaningful capital generation by the bank would likely lead us to revise our
risk position score to "moderate". If this were combined with a stable
earnings profile by the insurance sister operations, we could consider raising
our ratings on the group and its core entities.

Related Criteria And Research
• Bank Capital Methodology and Assumptions, Dec. 6, 2010
• Banks: Rating Methodology And Assumptions, Nov. 9, 2011
• Group Rating Methodology And Assumptions, Nov. 9, 2011
• Banking Industry Country Risk Assessment Methodology And Assumptions,
Nov. 9, 2011

• Bank Hybrid Capital Methodology And Assumptions, Nov. 1, 2011
• Interactive Ratings Methodology, April 22, 2009
• Holding Company Analysis, June 11, 2009
• Use Of CreditWatch And Outlooks, Sept. 14, 2009
• Hybrid Capital Handbook: September 2008 Edition, Sept. 15, 2008
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Ratings List

Downgraded; CreditWatch/Outlook Action
To From

SNS REAAL N.V.
Counterparty Credit Rating BBB/Stable/A-3 BBB+/Negative/A-2

REAAL Schadeverzekeringen N.V.
SRLEV N.V.
Counterparty Credit Rating
Local Currency BBB+/Stable/-- A-/Negative/--
Financial Strength Rating
Local Currency BBB+/Stable/-- A-/Negative/--

REAAL Verzekeringen N.V.
Counterparty Credit Rating BBB/Stable/-- BBB+/Negative/--

Downgraded; CreditWatch/Outlook Action; Ratings Affirmed
To From

SNS Bank N.V.
Counterparty Credit Rating BBB+/Stable/A-2 A-/Negative/A-2
Certificate Of Deposit
Local Currency BBB+/A-2 A-/A-2

Downgraded
To From

SNS REAAL N.V.
Senior Unsecured BBB BBB+
Subordinated BBB- BBB
Junior Subordinated BB+ BBB-

SNS Bank N.V.
Senior Unsecured BBB+ A-
Subordinated BBB BBB+
Junior Subordinated BBB- BBB

SRLEV N.V.
Subordinated* BBB- BBB
Junior Subordinated* BBB- BBB

Downgraded; Ratings Affirmed
To From

SNS Bank N.V.
Certificate Of Deposit
Foreign Currency BBB+ A-

Ratings Affirmed
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SNS Bank N.V.
Certificate Of Deposit A-2
Commercial Paper A-2

*Guaranteed by SNS REAAL NV

Additional Contact:
Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com

Complete ratings information is available to subscribers of RatingsDirect on
the Global Credit Portal at www.globalcreditportal.com. All ratings affected
by this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following Standard & Poor's numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional
information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor's
Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well
as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or
for the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS,
SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR
HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence)
in connection with any use of the Content even if advised of the possibility of such damages.
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