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Research Update:
PRI Pensionsgaranti Mutual Insurance

Company Assigned 'A' Ratings; Outlook Stable

Overview

W are assigning 'A counterparty credit and insurer financial strength
ratings to PRI Pensionsgaranti Mitual |nsurance Conpany (PRI).

» The stable outlook reflects our expectation that PRI will maintain its
very strong capital adequacy, and strong conpetitive position and
operating performance over the short-to-nediumterm

Rating Action

On Dec. 8, 2010, Standard & Poor's Ratings Services assigned its "A long-term
counterparty credit and insurer financial strength ratings to Sweden-based
credit insurer PRI Pensionsgaranti Mitual |nsurance Conpany (PRI). The outl ook
is stable.

Rationale

The ratings reflect our view of PRI's very strong capitalization, strong niche
conpetitive position, and strong underwiting performance. These factors are
of fset by the conmpany's exposure to industry risk and its high appetite for
mar ket ri sk.

We consider PRI's capitalization as very strong. The conpany's capita
adequacy, as measured by Standard & Poor's risk-adjusted capital nodel, shows
a redundancy to the ' AAA" level. In addition, PRI has attained regul atory and
Swedi sh traffic-1ight solvency nmargins of 324x and 6.1x, respectively. Quality
of capital is strong, in our view, with the Swedi sh safety reserve
representing 91% of the conpany's adjusted equity. Furthernore, PRI exercises
a prudent and conservative reserving policy and does not currently rely on any
rei nsurance.

PRI's strong conpetitive position derives fromits dom nant and

| ong-established role as a credit insurer and service provider of Swedish
occupati onal pension provisions. PRI's strong conpetitive position is
restricted, however, by its business concentration in terns of business line
and geography. The nature of the conpany's credit insurance business and its
concentration in Sweden exposes the conpany to any downturn in its donestic
econony, and to the econonmic cycle-related earnings volatility. However, we
believe that PRI's industry risk exposure is sonewhat danpened by the

mul tinational nature and varied industry sectors of its policyhol ders.

We consider PRI's operating perfornance to be strong. PRI has a strong
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earnings history, reflecting its conservative risk-selection criteria, the
relative resilience of the Swedi sh econony, and historically very |ow

pol i cyhol der default rates. Its strong underwiting performance has recently
been offset by its fairly high investnment |everage and, in 2009, the nunber of
defaults increased slightly, resulting in a conbined ratio of 47.5%
Nevert hel ess, the average conbined ratio since 2005 has been very strong at
28. 1%

Al t hough we regard investnments as strong, with generally low credit risk, we
bel i eve the conpany has a high appetite for nmarket risk. As at year-end 2009,
35% of investnents were held in equities, which we regard as somewhat above
the average for a non-life insurer.

Outlook

The stable outl ook reflects our expectation that PRI will continue to maintain
capital adequacy at least at a |l evel consistent with the 'AA" capita

requi renent as per Standard & Poor's risk-adjusted capital nodel. W expect
the conpany to maintain its strong conpetitive position and strong operating
performance in the next few years. Loss ratios could potentially be volatile
due to the industry risk exposure; however, we expect |osses to be contained
inlight of PRI's strong track record of risk selection

We regard a positive rating action as unlikely given the level of industry
risk. That said, we believe that Sweden entered the recession froma position
of relative economic and fiscal strength, which should aid its recovery.
However, a steep and prol onged, global or donestic economic contraction could
have negative rating inplications for PRI, as could a change in its risk
profile. An expansion into credit insurance outside Sweden could increase
PRI'"s risk profile, but we believe it will be pursued judiciously.

Related Criteria And Research

* Interactive Ratings Methodol ogy, April 22, 2009
e Counterparty Credit Ratings And The Credit Franework, April 14, 2004
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Additional Contact:
Insurance Ratings Europe;Insurancelnteractive_Europe@standardandpoors.com

Conplete ratings information is available to RatingsDi rect subscribers on the
G obal Credit Portal at ww. gl obal creditportal.comand RatingsDirect
subscribers at www. ratingsdirect.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 Mscow (7) 495-783-4011.
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