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Research Update:

Achmea Hypotheekbank N.V. Ratings Raised
To "A/A-1' On Bank Criteria Change; Outlook
Stable

Overview

e Following a review of Achnea Hypot heekbank N. V. under Standard & Poor's
revi sed bank criteria (published on Nov. 9, 2011), we have raised our
rati ngs on Achnea Hypot heekbank N. V. (AHB) to 'A/A-1'" from'A/A-2'. The
outl ook is stable.

e Qur ratings on AHB reflect its 'a-' anchor, weak business position, very
strong capital and earnings, adequate risk position, below average
fundi ng, and adequate liquidity. The ratings also reflect its
"strategically inportant” status to its parent, insurance group Achnea
B. V.

« W expect AHB to remain "strategically inportant” to its parent and
continue to be well capitalized.

Rating Action

As we previously announced on Dec. 8, 2011, Standard & Poor's Ratings Services
raised its long- and short-termcounterparty credit ratings on

Net her | ands- based Achnea Hypot heekbank N. V. (AHB) to '"A/A-1' from'A-/A-2".
The outl ook is stable. W have al so raised our ratings on AHB' s nondeferrable
subordinated debt to 'A-' from'BBB+' . In addition, we |owered our rating on
AHB' s senior secured debt to 'A from'A+ to correct an error.

Rationale

Qur ratings on AHB reflect its '"a-' anchor, "weak" business position, "very
strong" capital and earnings, "adequate" risk position, "bel ow average"
fundi ng, and "adequate" liquidity, as our criteria define these ternms. The
stand-al one credit profile (SACP) is 'bbb+'.

Qur bank criteria uses our Banking Industry Country Ri sk Assessnent (Bl CRA)
econom ¢ risk and industry risk scores to determnmi ne a bank's anchor, the
starting point in assigning an issuer credit rating. The anchor for a
conmer ci al bank operating only in The Netherlands is '"a-'. The BICRA score is
i nfornmed by our evaluation of economic risk, where we see The Netherlands as a
di versified and conpetitive econony, which has mninmal political risk.

Al t hough we expect sluggish near-term growth, unenpl oyment should renmain | ow
relative to peers. Risks such as continued pressure on property markets are in
our view nmitigated by generally sound underwiting criteria and a strong
credit culture. &G oss household i ndebtedness is high, due to specific
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conditions of the Dutch nortgage system Wth regard to industry risk, the

Dut ch banking industry is dom nated by three |large players; two of themare
subject to restructurings as a result of state aid that they had received. The
large reliance on wholesale funding is partly attributable to househol ds
propensity to save into |life insurance and pension products.

Qur assessnent of AHB's business position as "weak" reflects our view of its
busi ness and geographic concentration in the conpetitive Dutch residential
nortgage | ending sector. Al though we view AHB's customer franchi se as
relatively stable, we consider that its small market share in residential
nortgage lending is likely to remain broadly unchanged over the rating

hori zon. W note AHB s strategy of enphasizing margi ns over |oan vol ume grow h
by focusing on the direct channel and tightening underwiting standards. That
said, the strategy is still at an early stage and profitability is likely to
remai n under pressure over the near-to-nediumterm

Qur assessment of capital and earnings as "very strong" reflects our
expectation that the risk-adjusted capital (RAC) ratio before diversification
adjustrments will be broadly stable at a little over 15% over the next 12-18
nonths. W base our expectation on our view that AHB s earnings capacity wll
be nodest due to continued pressure on the net interest margin from high
fundi ng costs and flat |oan growmh. Bal ancing these factors, tight cost
control and | ow inpairnent charges should enable AHB to renmi n nodestly
profitable over the nediumterm albeit well below the 2010 post-tax profit
level of €46 mllion

Qur assessment of AHB's risk position is "adequate", primarily reflecting our
view that the lowrisk characteristics of AHB's Dutch residential nortgage
portfolio are adequately captured by the RAC rati o. W expect AHB s | oan
portfolio growth to be broadly flat over the rating horizon given nmanagenent's
focus on the direct channel and continued uncertainty in the Dutch housing
market. Furthernore, our view of AHB' s relatively sinple business nodel and

hi storical |oss experience--it had a peak 2009 i npairnment charge of just 7
basis points (bps) that is broadly in line with Dutch peers--support our
assessment of AHB's risk position

We view funding as "bel ow average" given AHB' s reliance on whol esal e funding.
Al t hough deposits via its sister conmpany, Achnea Retail Bank, should over tine
reduce its reliance on whol esale funding, we view that transition as being in
its early stages. W view liquidity as "adequate" given AHB' s access to
parental liquidity facilities.

The ICR is two notches higher than the SACP, reflecting AHB's "strategically
important” status to its parent Achmea B.V. (Achmea). As per our criteria, it
is capped at one notch bel ow Achnea's group credit profile (GCP) of 'A+' . AHB
continues to be an inportant distribution channel for the insurance group and
bank products are viewed as conplenentary to i nsurance products with
cross-selling opportunities.
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Outlook

The stable outlook reflects our expectation that the bank should be in a
position to maintain nodest profitability with capitalization remaining at
current levels despite the likelihood that its loan portfolio growmh will
largely be flat in the comng years with mediumterm pressure on net interest
margi n. Furthernore, we expect AHB to remmin strategically inportant to
Achrrea.

A strengt hening of AHB's SACP woul d not necessarily |ead to an upgrade of the
ICRas it is capped at one notch bel ow Achnea's GCP in line with our criteria
for strategically inportant subsidiaries. However, an upgrade of Achmea woul d
nost likely lead to an upgrade of AHB's | CR Negative pressure on the ratings
could arise froma reduction in AHB's strategic inportance to the group. In
addi ti on, an unexpected deterioration in earnings or a nore aggressive capita
managenent policy, which could |lead us to believe that the RAC ratio before

di versification adjustnents will decline below 10% could also put pressure on
the ratings.

Ratings Score Snapshot

| ssuer Credit Rating Al Stabl e/ A-1
SACP bbb+
Anchor a-
Busi ness Position Weak (-2)
Capi tal and Earni ngs Very Strong (+2)
Ri sk Position Adequat e (0)

Fundi ng and Liquidity Bel ow Aver age and Adequate (-1)

Suppor t +2
GRE Support 0
G oup Support +2
Sover ei gn Support 0

Addi tional Factors 0

Related Criteria And Research

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

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

e Group Methodol ogy, April 22, 2009

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

Upgr aded
To From
Achnea Hypot heekbank N. V.
Counterparty Credit Rating Al Stabl e/ A-1 A-/ Stabl e/ A-2
Certificate OF Deposit A A1 A1 A2
Achnea Hypot heekbank N. V.
Subor di nat ed A- BBB+
Conmrer ci al Paper A1l A-2
Downgr aded
To From
Achnea Hypot heekbank N. V.
Seni or Secured A A+

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 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 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 Moscow 7 (495) 783-4009.
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