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On 6 June, SNS REAAL reported a net loss of EUR972 million for the year 2012 and a net
loss of EUR1,622 miillion in the first quarter of 2013. Most of the losses stem from SNS Bank
(Bank Financial Strength Rating of E, currently on review for possible upgrade, and senior
debt rating of Baa3, on review for possible downgrade) and its Property Finance unit. At the
same time, SNS REAAL outlined the positive implications for SNS Bank of the group's recent
nationalisation as well as the impact of the expected legal separation of Property Finance
from SNS Bank.

However, SNS REAAL also reported EUR649 million of one-off losses in 2012, mainly
attributable to the insurance operations (REAAL Schadeverzekeringen and SRLEV, rated
Baa2 for Insurance Financial Strength Rating, on review for possible downgrade), highlighting
the specific challenges faced by these operations.

We will incorporate these new elements in our analysis and we expect to shortly conclude
our reviews on SNS REAAL group's ratings.

SNS Bank

The banking activities of the group generated a net loss of EUR724 million in 2012, including
a net profit of EUR88 million on the retail bank operations and a net loss of EUR813 million on
Property Finance, driven by impairments of EUR941 million. At year-end 2012, SNS Bank's
Core Tier 1 ratio was 6.1%. The nationalization of the group involved among other things (1)
significant additional impairments in the property finance portfolio, (2) the expropriation of the
equity and subordinated debt holders, and (3) a capital injection worth EUR2.2 billion and
EURGO.8 write-off of earlier state aid. The capital injection and the debt expropriation
contributed to restore the bank's Core Tier 1 to 11.5% at the end of March 2012, inclusive of
the results of Q1 2013. SNS REAAL also indicated that on a pro-forma basis, the expected,
but not effective yet, full separation of the bank and the legacy property finance portfolio
would further improve the Core Tier 1 ratio to 15.6%.

On the retail banking side, SNS Bank's franchise has remained resilient. It experienced some
deposit outflows in January 2013 but the trend has clearly reversed since the nationalization,
and the bank has now recovered the level of savings at year-end 2012. The retail bank's
performance has been affected by the deterioration of the domestic operating environment
through higher loan impairments which reached 40bps in 2012. On a positive note, the bank
achieved higher net interest margins, both in 2012 and Q1 2013.

The current review consists in assessing the extent to which these developments contribute
to restoring SNS Bank's soundness and long-term viability. We will also ascertain the impact
of the remedial measures that the European Commission (EC) may impose to SNS REAAL.

SNS REAAL Insurance activities

The regulatory solvency for SNS REAAL's insurance activities declined to 176% at year-end
2012 from 203% in 2011. SNS REAAL also reported EUR549 million of exceptional losses for
2012 related to its insurance activities. Although we consider these losses as one-off items,
we believe they also reflect the challenging Dutch insurance market environment together
with ongoing intrinsic challenges faced by SNS REAAL's insurance activities.

In particular, SNS REAAL recorded goodwill impairments in life and non-life (respectively
EUR141 million and EUR110 million), an intangibles impairment related to the life distribution
network (EUR18 million), a EUR129 million loss related to a shortfall in the valuation of the



insurance liabilities at Zwitserleven, and provisioned an additional EUR56 million for the
settlement of claims related to unit-linked policies. These items are in line with Moody's
expectation of continued profitability pressure for all Dutch insurance companies stemming
mainly from the persistently low interest rates environment and the continuous fierce
competition amongst Dutch insurers, - but also with banks - in both life and non-life.

Nevertheless, these challenges are exacerbated by the intrinsic weaknesses of SNS
REAAL's insurance activities, which themselves are influenced by contagion risks from the
group's restructuring activities. In particular, we believe that the issues faced by SNS Bank
which led to the nationalization of SNS REAAL group has weakened the franchise of its
insurance activities, especially in the group life segment, as evidenced by the EUR95 miillion
impairment of the Zwitserleven brand name. In addition, potential EC remedies could further
impact the market shares of the insurance activities.

Moody's downgrade of REAAL Schadeverzekeringen and SRLEV's IFSRs to Baa2 in
January 2013 already reflected the foreseeable contagion risks between the insurance and
the banking operations of the SNS REAAL group. We will assess the potential residual risks
to the insurance operations' market position, profitability, capitalisation and access to capital
markets, in the context of the bank's standalone credit profile and the expected role of the
insurance operations within the SNS REAAL group.
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