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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

« W believe that recovery prospects for Netherl ands-based bancassurance
group, SNS REAAL N. V., are danpened by an economi c outlook that is weaker
than we had previously anticipated.

e In particular, we expect the econonic backdrop to delay any marked
i nprovenents in SNS Bank's risk position and earnings generation, while
al so posing sone downside risk to the insurance operations' prospective
per f or mance.

e« As aresult, we are lowering by one notch our long-termratings on parent
SNS REAAL N. V., SNS Bank N. V., and on the group's core insurance
subsi di ari es.

« 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
fromthe continued reduction in property-rel ated exposures.

Rating Action

On March 1, 2012, Standard & Poor's Ratings Services |lowered to 'BBB from
"BBB+' its long-termcounterparty credit ratings on Netherl ands-based
bancassurance group SNS REAAL N. V. (SNS REAAL, or the group) and its core

i nsurance hol di ng conpany REAAL Verzekeringen N.V. W also | owered our
short-termrating on SNS REAAL to 'A-3'" from'A-2'. At the sane tine, we

| owered our long-termratings on SNS REAAL's ot her core subsidiaries SNS Bank
N. V., and insurance operations SRLEV N. V. and REAAL Schadeverzekeringen N V.,
to 'BBB+ from'A-'. W affirmed our short-termratings on these entities at
"A-2'. W 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 i s underpinned
by our view of the weaker-than-previously-expected econom ¢ outl ook in the
group's main markets. It reflects our anticipation that this will result in a
sl ower and weaker recovery in the bank's risk exposures and earnings, while
representing sone downside risk to the insurance operations' prospective
performance. In the current environment, we al so believe that the conpany's
conmitment to repay by end-2013 the capital securities received fromthe Dutch
government constitutes a nore-onerous undertaking than we previously
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anticipated. This is despite the group's rapid progress against its capita
rel ease program

Qur ratings on SNS REAAL are based on our view of the conbined strength of its
banki ng and i nsurance operations. The ratings on SNS Bank and SNS REAAL

I nsurance 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 fromone notch of group support above our assessnent of its
stand-al one credit profile (SACP), underpinned by the size and our view of the
relatively stronger SACPs of the sister insurance conpanies. SNS REAAL, al ong
wi th other insurance hol ding conpanies in the group, is rated one notch
beneath the operating entities in line with our criteria for rating

non- operati ng hol di ng conpani es.

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

Qur assessnent of SNS Bank's business position as adequate prinmarily reflects
the bank's sound retail and small and nidsize enterprise franchise in The

Net herl ands. Wth total assets of €81 billion at end-2011, SNS Bank is The
Net her |l ands' fourth-1argest bank. SNS Bank's capital and earnings position is
adequate, in our view This assessnent is based prinmarily on our expectation
that the bank's capital ratio before diversification adjustnments, as measured
by our risk-adjusted capital (RAC) framework, will remain slightly under 9%in
the next 18 nmonths, even after assuning a repaynent by the bank of its share
of the Core Tier 1 securities received by SNS REAAL fromthe governnent. The
forecast assumes a continued decrease in the property finance book and an
earni ngs capacity constrained by still-elevated property-related | oan

i mpai rment charges, despite the inprovenent achieved after 2010, and a weak
near-term econom ¢ outl ook. W consider SNS Bank's risk position to be weak,
primarily reflecting the substantial |oan | osses caused by the bank's property
finance activities and sonme concentration in this sector. Wile it now
accounts for a smaller 14% of total |ending, commercial property |oans stil
generated around 70% of inpairnent charges in 2011. Qur assessnent of the
bank's risk position could inprove to "noderate” once |oan |osses are set to
normalize to a | evel where the bank again starts to generate capital. Qur
assessnent on the bank's funding and liquidity reflects the rapid decrease in
the bank's reliance on whol esal e funding, and significant liquidity buffer at
end- 2011, which we consider adequate in light of material debt maturities in
2012.

W assess SRIO at ' A on a stand-al one basis. The stand-al one ratings on SRIO
reflect our view of its strong position in the Dutch market, diversification
across life and non-life classes of business, strong investnent profile and
asset-liability managenent, and strong capitalization. Ofsetting these
positives are the group's operating perfornmance in the challengi ng Dutch
market and its financial flexibility, which we view as weaker than the other
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rating factors. W believe operating conditions in the Dutch life narket
remai n chal |l enging and, along with the low interest rate environment, wll

i mpair the insurance operations' future profitability. The group's ultimte
conmitment to repay the Dutch governnent constrains our assessnent of the
group's capitalization

Not ably, we classify SNS Bank has havi ng "noderate" system c inportance in The
Net herl ands, 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 outl ook on SNS REAAL and its core subsidiaries is stable. It takes into
consi deration our expectation that the insurance operations should maintain a
sound underlying performance. It al so bal ances 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 fromthe continued
reduction in property-rel ated exposures.

We could I ower 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 inpairnent charges to a | evel supportive of
nmeani ngf ul capital generation by the bank would Iikely |l ead us to revise our

ri sk position score to "noderate”. If this were conbined 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
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e Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

e Group Rating Methodol ogy And Assunptions, Nov. 9, 2011

* Banking Industry Country Ri sk Assessnment Met hodol ogy And Assunpti ons,
Nov. 9, 2011

 Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

e Interactive Ratings Methodol ogy, April 22, 2009

* Hol di ng Conpany Anal ysis, June 11, 2009

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

 Hybrid Capital Handbook: Septenber 2008 Edition, Sept. 15, 2008
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Ratings List

Downgr aded; CreditWatch/ Qutl ook Action

To From
SNS REAAL N. V.
Counterparty Credit Rating BBB/ St abl e/ A-3 BBB+/ Negati ve/ A- 2
REAAL Schadever zekeringen N. V.
SRLEV N. V.
Counterparty Credit Rating
Local Currency BBB+/ St abl e/ - - A-/ Negative/--
Fi nanci al Strength Rating
Local Currency BBB+/ St abl e/ - - A-/ Negative/ - -
REAAL Verzekeringen N. V.
Counterparty Credit Rating BBB/ St abl e/ - - BBB+/ Negati ve/ - -

Downgr aded; CreditWatch/ Qutl ook Action; Ratings Affirmed

To From
SNS Bank N. V.
Counterparty Credit Rating BBB+/ St abl e/ A- 2 A-/ Negativel A-2
Certificate Of Deposit
Local Currency BBB+/ A- 2 A1 A2
Downgr aded
To From
SNS REAAL N. V.
Seni or Unsecured BBB BBB+
Subor di nat ed BBB- BBB
Juni or Subordi nat ed BB+ BBB-
SNS Bank N. V.
Seni or Unsecured BBB+ A-
Subor di nat ed BBB BBB+
Juni or Subordi nat ed BBB- BBB
SRLEV N. V.
Subor di nat ed* BBB- BBB
Juni or Subor di nat ed* BBB- BBB
Downgr aded; Ratings Affirmed
To From
SNS Bank N. V.
Certificate O Deposit
For ei gn Currency BBB+ A-

Ratings Affirmed
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SNS Bank N. V.
Certificate OF Deposit A-2
Conmer ci al Paper A-2

*Q@uar ant eed by SNS REAAL NV

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

Conpl ete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.com Al ratings affected
by this rating action can be found on Standard & Poor's public Web 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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