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Research Update:

German Holding Company Wuestenrot &

Wuerttembergische Upgraded To 'BBB' On
Stronger Credit Profile; Outlook Stable

Overview

e In our view, the credit profile of Gernman financial services hol ding
conpany Wiestenrot & Wierttenbergi sche AG (W&W AG) has inproved. W base
this on the group's strengthening of its banking segnment through
acquisitions and distribution partnerships that shoul d enhance earnings
diversity.

« W have therefore reduced the differential between the ratings on WW AG
and those on its core operating entities to one notch, fromtwo notches
previously.

* W are raising our ratings on W\WAG to 'BBB" from'BBB-'.

e The stable outlook reflects that on the group's core entities. It also
reflects our expectation that W'WAG will continue to maintain a sound
bal ance sheet, |ow | everage, and good inconme streanms fromits operating
subsi di ari es.

Rating Action

On Sept. 26, 2011, Standard & Poor's Ratings Services raised its counterparty
credit and financial strength ratings on German financial services hol di ng
conpany Wiestenrot & Wierttenbergi sche AG (WWAG to 'BBB from'BBB-'. The
outl ook is stable.

Rationale

The rating action reflects WRWAG s inproved credit profile, follow ng the
group's strengthening of its banking segnent through acquisitions and

di stribution partnerships. W believe this should enhance earnings diversity
for WAWAG in the future.

WW AG is the WeW group' s hol di ng conpany and perforns overarching functions
such as central steering, controlling, and the managenent of the group's risk,
i nvestments, and capital. W&W AG al so acts as the group's internal reinsurer
and its own assets represent about one-third of the conpany's total assets.

The majority of WGWAG s incone stens fromits subsidiaries, which together
forma second-tier bancassurance player in the German financial services
retail market. The group is involved in nonlife and life insurance as well as
bui | di ng savings, retail banking, and asset nanagenent. In previous years, the
hol di ng conpany's inconme streans cane predominantly fromthe non-life entity
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via a profit-and-1oss transfer agreement. However, the banki ng segnent is now
showing its ability to reap the benefits of various rounds of restructuring
and acqui sitions and should gain fromrecently strengthened distribution
capabilities and nore risk-consci ous managenent. W believe that the banking
group has the potential to contribute about 50% of the hol ding conmpany's

i ncome, significantly inproving the diversity of W&W AG s ear ni ngs.

Outlook

The stable outlook reflects the outlook on the core entities of WeW group (see
the full analysis "W&W Group," published on March 3, 2011, on RatingsDirect on
the A obal Credit Portal).

We anticipate that WVRWAG wi ||l continue to pursue its role as hol di ng conmpany
and internal reinsurer within the WeW group and mai ntain a sound bal ance
sheet, | ow | everage, and good incone streans fromthe operating subsidiaries.

Any change in the ratings on W&W group's core entities would affect the

rati ngs on WeW AG W coul d consider a positive rating action if the group
were to denonstrate notable progress in achieving and sustaining net earnings
after tax through profitable organic growh, mainly in the banking segment.
Downward pressure on the ratings mght occur if WaWAG s fi nanci al
characteristics were to weaken significantly, which we currently view as

unl i kely, however.

Related Criteria And Research

Al articles listed below are avail able on RatingsDirect on the 3 obal Credit
Portal, unless otherw se stated.

* W&W Group, March 3, 2011

e Principles O Credit Ratings, Feb. 16, 2011

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

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

 Interactive Ratings Methodol ogy, April 22, 2009

e Group Methodol ogy, April 22, 2009

Ratings List

Upgr aded
To From
Wiest enrot & Wierttenbergi sche AG
Counterparty Credit Rating BBB/ St abl e/ A- 3 BBB-/ St abl e/ A-3
Financial Strength Rating BBB/ St abl e/ - - BBB-/ St abl e/ - -

Additional Contact:
Insurance Ratings Europe;Insurancelnteractive_Europe@standardandpoors.com
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Conplete ratings information is available to subscribers of RatingsDirect on
the dobal 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.

cor ef
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