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Research Update:

Finland-Based Pohjola Non-Life Insurance Co.
Ltd. Affirmed At 'AA-' After Insurance Criteria
Change; Outlook Negative

Overview

 Following a review of Finland-based Pohjola Non-Life Insurance Co. Ltd.
under our revised insurance criteria, we are affirmng our 'AA-' ratings
on the conpany.

 The ratings predomi nantly reflect our view of the conpany's core status
to Pohjola Bank PLC and the w der OP-Pohjola group, owing to its
successful bancassurance business nodel in Finland and the insurer's
contributions to the group's earnings through insurance conmm ssion
revenues.

» The negative outlook reflects that on Pohjola Bank, which is caused by
rising economc risks in Finland. W expect the insurer to remain an
intrinsic part of the OP-Pohjola group

Rating Action

On July 5, 2013, Standard & Poor's Ratings Services affirmed its 'AA-' insurer
financial strength and counterparty credit ratings on Finland-based Pohjola
Non- Li fe I nsurance Co. Ltd. (Pohjola). The outlook is negative.

Rationale

The ratings on Pohjola reflect our view of its core status as the non-life
i nsurance subsidiary of the Finland-based OP-Pohjola financial services group

In our view, Pohjola is an integral part of the parent group's strategy. It

di stributes insurance products to the corporate custoners of its i medi ate
parent, Pohjola Bank PLC, and to the retail and snmall and midsize enterprise
(SME) customers of the cooperative banks of its ultinate parent, OP-Pohjol a.
In so doing, Pohjola contributes to a full financial services offering across
all client sectors in Finland.

Pohj ol a has established a strong conpetitive position, in our view, based on
its function within the group and its franchise and product diversity. The
conpany is the largest non-life insurer in its donmestic market and had a

mar ket share of around 30%in 2012, witing €1.1 billion in prem um Pohjola
is also consistently ranked as a top-two Finnish insurer across all its main
busi nesses. The conpany's conpetitive advantage is further enhanced by its
proven ability to expand the distribution of its products through the bank
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infrastructure and cross-selling and by generating high custoner loyalty. In
our base-case scenario, we assume that conpany will continue to grow above the
mar ket average, at about 7% for the next two years.

Qur view of Pohjola's core status to the group is also supported by its
operating performance, which has been reasonably successful and is in |line
with group targets. Neverthel ess, although we consider that Pohjola's
strengthening earnings reflect its conpetitive position, we view Pohjola's
capital and earnings as only upper adequate. This reflects our opinion that,
inthe long term the conmpany will maintain capital adequacy at about the
"BBB' level it has historically achieved, because of the group's centralized
capital managenent policy. In addition, because the conpany has a high
proportion of annuity-based workers' conpensation business it pursues a

hi gh-risk investnment strategy with associated increased asset-liability

m smat ch and duration risk. Although earnings have i nproved recently, the
conpany's investnment strategy could |l ead to sone earnings volatility. In our
base-case scenari o, we expect that the conbined (loss and expense) ratio wll
i nprove to below 95%in 2013-2014, unless the regul ator unexpectedly inposes a
requi renent to increase reserves. Over the same period, we expect return on
revenue to exceed 15%

Outlook

The negative outl ook on Pohjola reflects that on Pohjola Bank, which in turn
reflects rising economc risks in Finland. W expect Pohjola to remamin core to
t he OP-Pohj ol a group because of the contribution it nmakes to the banking

di vi sion's business generation and profitability.

We could I ower the ratings on Pohjola after a simlar action on Pohjola Bank
or in the unlikely event that Pohjola's credit profile deteriorated to such an
extent that we revise our view of its role within the group.

We could raise the ratings on Pohjola following a sinilar action on Pohjola
Bank, which we consider unlikely at this stage.
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Ratings List
Rati ngs Affirned

Pohj ol a Non-Life Insurance Co. Ltd.
Counterparty Credit Rating

Local Currency AA-/ Negati ve/ - -
Fi nancial Strength Rating
Local Currency AA-/ Negati ve/ - -

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

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.com Al 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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