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Research Update:

Germany-Based Bancassurance Group W&W
Upgraded To 'A-' On Higher Projected
Risk-Weighted Capital; Outlook Stable

Overview

« W believe that the earnings and capital position has inproved at
CGer many- based Wiestenrot & Wierttenbergi sche bancassurance group (WW
based on our opinion that the banking subgroup's risk-adjusted capita
ratio will remain stronger than we previously anticipated.

e W are raising the ratings on W&W's hol di ng conpany to 'BBB+ from ' BBB',
and on the group's core operating entities to 'A"' from' BBB+'.

W are also raising the ratings on the subordi nated bonds of
Wier t t enber gi sche Versi cherung and Wiertt enbergi sche Lebensversi cherung
from'BBB-' to 'BBB'.

e W currently continue to assess the stand-alone credit profile of the
i nsurance subgroup, which represents over half of the conbined entity, as
strong, and slightly stronger than that of the banking subgroup

» The stable outlook reflects our expectation that WeWwi Il deliver on its
restructuring plan to inprove its operating performance.

Rating Action

On Dec. 28, 2012, Standard & Poor's Ratings Services raised its long-term
counterparty credit and insurer financial strength ratings on the core
operating conpani es of Germany-based Westenrot & Wierttenbergi sche (WW
bancassurance group to 'A-' from'BBB+ . W also raised the counterparty
credit ratings on WAW AG Holding to 'BBB+ from'BBB . The outlook is stable.

Rationale

The upgrade of the core operating entities and the hol ding conpany reflects
our revision of the conbi ned banking subgroup's stand-al one credit profile
(SACP) to 'bbb+ from'bbb'. The higher SACP reflects a better assessnent of

t he conbi ned banki ng subgroup's capital and earnings position to "strong"
conpared with "adequate" previously, as our criteria define the terns, because
we believe the risk-adjusted capital (RAC) ratio will renmain stronger than we
previously anticipated. Wth sone growth in I ending, we expect the RAC ratio
to settle at about 12% 12.5%in the next two years.

The SACP of the banking subgroup continues to reflect the anchor of 'a-
whi ch represents our view about econonic conditions and banking industry risk
in Germany. It also reflects the banki ng subgroup's "noderate" business
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position in view of its concentrated business profile; "noderate" risk
position due to significant risks not fully captured by our RAC anal ysis;
"average" funding; and "adequate" liquidity, based on a healthy m x of core
deposits and mainly secured funding, and adequate liquidity metrics.

The SACP of the insurance subgroup remains unchanged at 'a-', reflecting
strong operating performance, strong capitalization, as well as a strong
conpetitive position. Qur assessment of the insurance subgroup is based on its
favorabl e conmpetitive position, favorable operating perfornmance, and the
favorabl e capitalization of its core operating insurance entities. W viewthe
group's primary non-life underlying underwiting performance as strong. For
the I'ife business, we expect that low interest rates will entail higher
reserving requirements, which will tend to constrain the gross surplus. W
currently assess the SACP of the insurance subgroup, which represents over
hal f of the conbined entity, as strong, and slightly stronger than that of the
banki ng subgroup

We believe that the insurance as well as the banking subgroups will remain
intrinsic parts of the group

Outlook

The stable outlook reflects our expectation that WeWwi || deliver on its
restructuring plan to inprove its operating performance in terns of profit
from operations and new busi ness margins. W al so expect that WVeW wi | |
maintain its capitalization at |east at strong and its conpetitive position at
strong |l evels as well.

We woul d consider a negative rating action if WeWfails to meet the foll ow ng

neasures in 2013 to 2015:

e Counteract unfavorable investment conditions by further inproving margin
managenent and by reducing interest rate dependence, which would increase
risk and cost results and profit from operations;

* Report a sustained RAC ratio for the banking subgroup above 10%in the
next two years; and

» Conserve group capital adequacy according to our nodel at least at strong
| evel s.

Based on our criteria and persistently low interest rates, we currently
consider further positive rating actions as renote.

Related Criteria And Research

e Principles O Credit Ratings, Feb. 16, 2011

e Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

* Banking Industry Country Ri sk Assessnment Methodol ogy And Assunpti ons,
Nov. 9, 2011
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e Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

« Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

e Group Methodol ogy, April 22, 2009

 Interactive Ratings Methodol ogy, April 22, 2009

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

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

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

e Summary O Standard & Poor's Enterprise Ri sk Managenent Eval uation
Process For Insurers, Nov. 26, 2007

Ratings List

Upgr aded; Ratings Affirned

To From
Wiest enrot & Wierttenbergi sche AG
Counterparty Credit Rating
Local Currency BBB+/ St abl e/ A-3 BBB/ St abl e/ A- 3
Wier tt enber gi sche Lebensversi cherung AG
Wiertt enber gi sche Versi cherung AG
Counterparty Credit Rating
Local Currency A-/ Stabl e/ -- BBB+/ St abl e/ - -
Financial Strength Rating
Local Currency A-/ St abl e/ - - BBB+/ St abl e/ - -
Subor di nat ed BBB BBB-
Wiest enr ot Bank AG Pf andbri ef bank
Wiest enr ot Bauspar kasse AG
Counterparty Credit Rating A-/ Stabl e/ - - BBB+/ St abl e/ - -

NB: This |list does not include all entities affected.

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

Conplete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www. gl obal creditportal.com All 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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