S&P Global
Ratings

Research

Research Update:

France-Based Insurance Group AXA
Upgraded To 'AA-' On Strengthened
Financial Risk Profile; Outlook Stable

Primary Credit Analyst:
Merryleas J Rousseau, Paris (33) 1-4420-6729; merryleas.rousseau@spglobal.com

Secondary Contact:
Taos D Fudji, Milan (39) 02-72111-276; taos.fudji@spglobal.com

Table Of Contents

Overview

Rating Action

Rationale

Outlook

Ratings Score Snapshot
Related Criteria And Research

Ratings List

WWW.STANDARDANDPOORS.COM OCTOBER 27, 2016 1

© S&P Global Ratings. All rights reserved. No reprint or dissemination without S&P Global 1745304
Ratings' permission. See Terms of Use/Disclaimer on the last page.



Research Update:

France-Based Insurance Group AXA Upgraded To
'AA-' On Strengthened Financial Risk Profile;
Outlook Stable

Overview

« W believe that France-based insurance group AXA has strengthened its
financial risk profile through a conbination of higher capital |evels and
steady de-risking of its balance sheet.

» The group continues to shift its product nix in Life & Savings away from
traditional life products toward nore capital-light products, which,
conbined with a strong property/casualty franchise, we believe wll
enable the group to weather the current very low interest rate
envi ronnent .

* W are therefore raising our ratings on the core operating entities of
AXA group to 'AA-' from'A+' , and our counterparty credit ratings on
hol di ng conpany AXA to 'AA- 1" from'A /A 2.

« The stable outlook on the ratings reflects our expectations that the
group's capital and earnings will remain strong over the next two years.

Rating Action

On Cct. 27, 2016, S&P dobal Ratings raised to '"AA-' from'A+ its long-term
i nsurer financial strength and counterparty credit ratings on the core
operating subsidiaries of France-based i nsurance group AXA. At the sane tine,
we raised to "A/A-1'" from'A- /A2 our counterparty credit ratings on the
hol di ng conpany, AXA.

W raised to 'A+' from'A our long-terminsurer financial strength and
counterparty credit ratings on highly-strategic subsidiaries Financial
Assurance Co. Ltd. and Financial |Insurance Co. Ltd.

W al so rai sed by one notch to ' A+ our long-termcounterparty credit rating
on Bel gi um based bank AXA Bank Europe S. A

In addition, we raised by one notch the ratings on all senior and subordi nated
debt issues.

The outl ook on all the above entities is stable.
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Rationale

The upgrade reflects our view that AXA's overall financial risk profile has
strengthened as a result of inproved capital adequacy. W expect AXA to

mai ntain strong capital and earnings over the next two years based on our
capital nodel, nmanaging its growh in capital requirements in line with its
capi tal generation.

We continue to view the group's business risk profile as very strong and its
financial risk profile as strong. According to our criteria, this results in
an anchor of 'aa-' or 'a+'. W now view AXA's credit profile as nore in |ine
with a 'aa-' anchor, based on our viewthat its financial risk profile now
sits firmMy at the strong level. The group's broad geographi cal and product
diversity is al so supportive of this higher anchor

We believe that AXA will continue to produce strong operating earnings and
sustain its bal ance sheet strength, despite lowinterest rates. AXA's solid
results for both full-year 2015 and hal f-year 2016 denonstrate that the

busi ness has so far remamined resilient to |l ower investnment returns. In our
view, the recently announced Ambition 2020 plan, with its focus on efficiency
gains and growh in products that are |ower risk and | ess capital-intensive,
shoul d hel p the group continue this trend.

W& expect the group to post solid retained earnings for 2016-2018, which
shoul d ensure that the group's capital adequacy, according to our capita
nodel, will rermain at levels below but near to the 'AA" level. In our

anal ysis, we take account of the level of softer forms of capital in the
group's total adjusted capital (TAC). Such capital remains subject to narket
noverments due to the high proportion of elenments such as |life val ue of

i n-force business and unrealized gains on investrments. This is a relative
weakness for the rating.

Qur conbi ned assessnent of enterprise risk nanagenent (ERM with nmanagenent
and governance is strong. W have revised our assessnment of AXA's ERMto
adequate with strong risk controls fromstrong. W believe that while the
group is managed on a consistent basis with notably public Solvency 11

netrics, the articulation of econonic nodel risk netrics across multiple

sol vency frameworks may, in our opinion, generate conflicting views of
capitalization wthin individual business units. W have evidence of strong
risk controls particularly on market risk and underwiting risk as well as
robust strategic risk managenent. CQur revised ERM assessnent does not have any
negative rating inplications.

Outlook

The stable outlook reflects our view that AXA will maintain strong capital and
earni ngs, w thout taking on additional investnment risk, over the next two
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years. W factor into our view the focus on operational
toward nore capital-light products as part of the Anbition 2020 plan
should help to of fset downward pressure on earnings fromlow interest

efficiency and a nove
whi ch
rates.

Downside scenario

We coul d consider lowering the ratings on AXA if capital adequacy was likely
to be sustainably bel ow our current forecasts, which could result from higher
i nvestment risk or |ower-than-expected retained earnings.

Upside scenario

We coul d consider raising the ratings on the group if we were to see a further
i mprovenent in the group's capitalization, conbined with a nore resilient

busi ness profile.

The following could act as triggers for an upgrade:
e The quality of the group's capital, with core sharehol ders
representing a greater proportion of total adjusted capital
 The risk-adjusted capital position of the group, with further
taking it to the 'AA" level; and

* The wei ghted average insurance industry and country risk assessnent
(I'1CRA) of the group, inproving to be nore consistently considered | ow
risk, although in our view this is unlikely.

f unds

i mpr ovenent

Ratings Score Snapshot

To From
Fi nanci al Strength Rating AA-/ St abl e A+/ Positive
Anchor aa- a+
Busi ness Risk Profile Very Strong Very Strong
1 CRA Internediate Risk Internediate risk

Conpetitive Position

Financial R sk Profile
Capital and Earnings
Ri sk Position
Financial Flexibility
Modi fiers

ERM and Managenent
Enterpri se Ri sk Managenent

Management and Gover nance
Hol i stic Analysis
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Liquidity Excepti onal Excepti onal
Suppor t 0 0

G oup Support 0 0

Gover nment Support 0 0

I | CRA- -1 nsurance | nd

ustry And Country Ri sk Assessmnent.

Related Criteria And Research

Related Criteria

 General Criteria: Methodol ogy For Linking Short-Term And Long- Term

Rati ngs For Corporate, Insurance, And Sovereign |ssuers -

May 07, 2013

e Criteria - Insurance - General: Hybrid Capital Handbook: Septenber 2008

Edition - Septenmber 15, 2008

e Criteria - Insurance - Property/ Casualty: Assessing Property/Casualty

Insurers' Loss Reserves - Novenber 26, 2013

e CGeneral Criteria: Goup Rating Methodol ogy - Novenmber 19, 2013
e Ceneral Criteria: Methodol ogy: Managenent And Governance Credit Factors

For Corporate Entities And Insurers - Novenber 13, 2012
e« Criteria - Insurance - General: Enterprise R sk Managenent - May 07, 2013
e Criteria - Insurance - Ceneral: Insurers: Rating Methodol ogy -

2013

May 07,

e Criteria - Insurance - General: Refined Methodol ogy And Assunptions For
Anal yzing I nsurer Capital Adequacy Using The Ri sk-Based | nsurance Capital

Model - June 07, 2010

» CGeneral Criteria: Use OF CreditWatch And Qutl ooks - Septenber 14, 2009
Ratings List
Upgr aded
To From
AXA
Counterparty Credit Rating Al Stabl e/ A- 1 A-/ Positivel A-2
Seni or Unsecured A A-
Subor di nat ed BBB+ BBB
Juni or Subor di nat ed BBB BBB-
Commer ci al Paper A1 A-2
AXA Bel gi um

MONY Life Insurance Co. of Anerica
DBV Deut sche Beant en- Versi cherung AG
AXA Ver si cherungen AG

AXA Ver si cherung AG

AXA Life and Annuity Co.

AXA Lebensversi cherung AG

AXA Krankenver si cherung AG

AXA I nsurance U K. PLC
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AXA France Vie
AXA France | ARD
Counterparty Credit Rating
Local Currency AA-/ St abl e/ - - A+/ Posi tive/--

AXA Bel gi um

MONY Life Insurance Co. of Anerica

DBV Deut sche Beant en- Ver si cherung AG

AXA Ver si cherungen AG

AXA Ver si cherung AG

AXA Life and Annuity Co.

AXA Lebensversi cherung AG

AXA Krankenver si cherung AG

AXA I nsurance U K. PLC

AXA 1 nsurance Co.

AXA France Vie

AXA France | ARD

AXA Equitable Life Insurance Co.

AXA Corporate Sol uti ons Assurance
Financial Strength Rating
Local Currency AA-/ St abl e/ - - A+/ Posi tive/--

AXA Financial |nc.
Counterparty Credit Rating

Local Currency Al St abl e/ - - A-/ Positivel--
Seni or Unsecured A A-
Conmer ci al Paper A1 A-2

Fi nanci al Assurance Co. Ltd.
Fi nanci al | nsurance Co. Ltd.
Counterparty Credit Rating

Local Currency A+/ St abl e/ - - Al Positive/--
Fi nancial Strength Rating
Local Currency A+/ St abl e/ - - Al Positive/--

AXA France | ARD
Fi nanci al Enhancement Rati ng
Local Currency AA-[--1]-- At --/--

Upgr aded; Ratings Affirned

To From
AXA Bank Europe S. A
Counterparty Credit Rating A+/ St abl e/ A-1 A Positivel A1
AXA Equitable Life I nsurance Co.
Counterparty Credit Rating
Local Currency AA-/ St abl e/ A- 1+ A+/ Posi tivel A- 1+
Fi nanci al Enhancerment Rating
Local Currency AA-[--]-- At --/--
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Additional Contact:
Insurance Ratings Europe; Insurancelnteractive_ Europe@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings 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

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitalig.com All
ratings affected by this rating action can be found on the S& @ obal Ratings'
public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum. Alternatively, call one of the followi ng S& G obal

Rati ngs nunbers: Cient 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;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-4009.
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