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Research Update:

France-Based Insurer CNP Assurances 'A' Ratings
Affirmed; Outlook Stable

Overview

e France-based life insurer CNP Assurances (CNP) enjoys a stable and
profitable position in the French life narket, despite recent reshuffling
of distribution agreenents locally and uncertainties regarding its
strategic positioning in Brazil and Italy.

« W expect that CNP's capital managenent will favor buffer strengthening
over the next two years, and that its nmain sharehol der, Caisse des Dépdts
et Consignations, will offer continuous support.

e W are therefore affirmng our "A" ratings on CNP and its core subsidiary
CNP Cauti on.

« The conpany's enterprise risk managenent has inproved, in our view, as we
consi der the conmpany now enbeds its internal risk netrics into
deci si on-naki ng and risk controls.

e The stable outlook is based on our view that CNP' s | ong-standi ng
expertise in its main French markets helps nitigate the challenges from
low interest rates and fromstrategic uncertainties in its ancillary
mar ket s.

Rating Action

On Dec. 5, 2017, S&P G obal Ratings affirmed its 'A long-term financial
strength and issuer credit ratings on CNP Assurances (CNP) and CNP Caution
The outl ook is stable.

At the sanme tinme, the 'BBB+' issue ratings on CNP's subordinated and juni or
subor di nated notes were affirned.

Rationale

The affirmation reflects our belief that CNP's business nix shift is gradually
allowing the insurer to adjust to the challenges raised by the
lowinterest-rate environment. It also reflects our base-case assunption of
stabilized distribution vehicles in France, with La Poste and BPCE being its
mai n distributors. Further supporting the rating is our expectation of support
fromits nain sharehol der, Caisse des Dépbts et Consignations (CDC), should
the need arise. Balancing our views are the lingering uncertainties
surrounding its operations in Brazil and to a | esser extent in Italy.

We consider CNP is reducing the sensitivity of its book to interest rates by
gradual Iy shifting its business mix toward | ess-interest-sensitive products.
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This is evidenced by the 8% increase of its protection business during the
first nine nonths of 2017, while traditional savings premiumfell over the
same period. The proportion of unit-linked product sales reached 38% over the
same period, boding well for margin prospects. This trend, conbined with | ow
guaranteed rates on the back book relative to peers, positions CNP well to
withstand the lowinterest-rate context and maintain its strong capita
adequacy.

Net earnings (after minorities) derived fromactivities in Brazil contribute
23% of CNP's overall profit at half-year 2017. We assune the partnership with
Cai xa Seguridade will be renewed, but the newterns inply that vol unes and
profits will be |l ower, noderately affecting CNP' s future earnings. Qur base
case is that CNP will finance any distribution renewal fee w thout weakening
its capital adequacy.

CNP is currently negotiating the renewal of its partnership with UniCredit,
which is expected to come into force in January. In 2017, CNP made

i mprovenents on the quality of net saving and pension inflows, and we believe
this positive trend should continue after the ongoing negotiations concl ude.
The econonic contribution of CNP UniCredit Vita to CNP's hal f-year 2017 net
earnings is nearly 3% making it the second international partnership

contri butor.

The CNP Sant ander business builds on CNP' s product devel opnent strengths and
opens the doors to new markets, through |ess-capital-intensive products, which
fits with CNP's strategy going forward. Wiile it has limted inpact currently
and in the near future, this activity sows the seeds for diversification in
the |l onger term

CNP's enterprise risk managenent practices have inproved, in our view, to
"adequate with strong risk controls,"” reflecting the gradual strengthening of
its controls over its nost inportant risks, namely market risk, underwiting
risk, and asset-liability nanagenment. Qur assessment also reflects that CNP
has now enbedded its internal risk metrics within its regulatory own risk and
sol vency assessnment (ORSA) reporting and deci si on- maki ng process.

Capital and earnings are noderately strong on the back of CNP's denpnstrated
capacity to build up its French policyhol der surplus reserves (which we

i nclude in our calculation of available capital), conplenented by supportive
earning retention policies, and net earnings after mnorities of around €1.2

billion per year. Qur expectation is that CNP will manage its capital at
around our 'A' risk-based capital benchnmark in the next two years. In 2017,
CNP has also reinforced its hedge programagainst a fall in the equity narket,

noderating the inpact on the capital charges of the relatively high proportion
of equity investnents.

We continue to consider that CNP plays a noderately strategic role in CDC s
m ssion, which strengthens the rating on CNP by one notch. Qur base-case
expectation over the next two years is that CDC s support to CNP will renain
unchanged, al though we note that CDC recently announced a review of its
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financi al hol di ngs.

Outlook

The stable outlook reflects our view that CNP' s |ong-standing expertise inits
mai n French markets acts as a stabilizing factor against the chall enges from
low interest rates and fromstrategic uncertainties in its other nmain markets.
The stabl e outl ook al so denotes our expectation that CNP's buffer-building
policy will support at |east a stable capital adequacy close to our 'A range
ri sk-based capital benchmark

Upside scenario

We may raise the ratings in the coming two years if:

e Strategic uncertainties in Brazil conclude with a positive or neutral
i npact for CNP's capital adequacy and strategic positioning;

e CNP continues to shift its business nix toward | ess-interest-rate
sensitive life policies; and

* W believe the group will maintain net earnings after mnorities around
€1.2 billion.

Downside scenario

Al t hough we see it as a renote possibility, we could lower the ratings if:
* CNP were to suffer a significant decline in earnings; or

* Support from CDC were to weaken.

Ratings Score Snapshot

To From
Fi nanci al Strength Rating Al St abl ef - - A St abl ef - -
SACP a- a-
Anchor a- a-
Busi ness Risk Profile Strong Strong
1 CRA Low ri sk Low ri sk
Conpetitive Position Strong Strong
Financial Risk Profile Strong Strong

Capi tal and Earni ngs
Ri sk Position

Moderately strong
Internedi ate risk

Moderately strong
Internedi ate risk

Financial Flexibility Strong Strong
Modi fiers 0 0
ERM and Managenent 0
Enterpri se R sk Managenent Adequate with Strong Adequat e
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Additional Contact:
Insurance Ratings Europe; insurance_interactive_europe@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is avail able to subscribers of

Rati ngsDi rect at www. capitalig.com Al ratings affected by this rating action
can be found on the S& d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng S& d obal Ratings nunbers:
Client Support Europe (44) 20-7176-7176; London Press O fice (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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