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Research Update:
Grupo Catalana Occidente Core Entities

Outlook Revised To Negative On Plan To
Acquire Seguros Groupama; Ratings Affirmed

Overview

e On June 20, 2012, Spain-based insurance group Grupo Catal ana Cccidente
S. Ay Soci edades Dependi entes (GCO announced its intention to acquire
49% of Spai n-based insurer Seguros G oupanmm, Seguros y Reaseguros, S. A U
(Seguros Groupanm; not rated).

« W believe the transaction has diluted GCO s geographic diversification
and has al so caused a weakening in GCO s capitalization, which is now
| ess supportive of the current rating |evel.

e W are therefore revising our outlook on GCO to negative from stable.

* W are also affirmng the "A-' rating on GCO s core operating entities.

« The negative outlook reflects that on the Kingdom of Spain. It also
reflects our view that capitalization my not be restored to strong
| evel s over the next two years, the execution risks associated with the
transaction, and the potential for weaker operating perfornmance
associ ated with assinmilating Seguros Goupama into the GCO group.

Rating Action

On June 22, 2012, Standard & Poor's Ratings Services revised its outlook to
negative fromstable on the core operating entities of Spain-based insurance
group Grupo Catal ana Cccidente S. Ay Soci edades Dependi entes (GCO) :

* Spai n-based Seguros Catal ana Cccidente, S.A de Seguros y Reaseguros
(Seguros Catal ana Cccidente), Bilbao Conpafiia Anoni ma de Seguros y
Reaseguros, S. A (Seguros Bilbao);

* Net herl ands-based credit insurer Atradius Credit |nsurance N V.
(Atradius);

* Irel and-based Atradi us Rei nsurance Ltd;

* U S.-based Atradius Trade Credit |nsurance Inc.; and

» Spai n-based credit insurer Conpafia Espafol a de Seguros y Reaseguros de
Credito y Caucion, S A

At the sane tinme, we affirned the 'A-' long-termcounterparty credit and
financial strength ratings on GCO s core operating entities. The 'A-2'
short-termcounterparty credit rating on Atradius Credit |Insurance N. V. was
al so af firnmed.
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Rationale

The outl ook revision follows the announcenent that GCO and its inmediate
parent INOC S. A. (not rated), have entered into an agreenment to acquire 49%
and 51% respectively, of the share capital of Spain-based insurer Seguros
Groupama, Seguros y Reaseguros, S.A U (Seguros Goupana; not rated). Although
the acquisition will be nmanaged separately from GCO and not consolidated into
its accounts, GCO has the right, under the terms of a call option, to acquire
I NOC s sharehol ding in Seguros G oupana over the next three years. The
transaction, which is subject to regulatory approval, is expected to be

conpl eted by the end of 2012.

In our opinion, the transaction has caused a weakening in GCO s
capitalization, which we now consider to be | ess supportive of the current
rating level. Furthernore, we believe that the acquisition would increase GCO
and I NOC s exposure to Spain to 77% of gross premumwitten when it conpl etes
fromthe current 70% This will dilute GCO s geographic diversification and

i ncrease the group's sensitivity to country risk, which we already consider to
be hi gh. Consequently, we are reducing to one notch fromtwo notches the
differential which we allow under our criteria between the ratings on the core
operating entities of GCO and the ratings on the Spani sh sovereign (see "
Nonsoverei gn Ratings That Exceed EMJ Soverei gn Ratings: Methodol ogy And
Assunptions,"” published June 14, 2011).

The ratings on GCO reflect our view of its strong operating perfornance and
strong conpetitive position. W believe that the acquisition has the potentia
to strengthen GCO s | onger-term conpetitive position in Spain. W consider
these factors to be partly offset by GCOs only good quality of capital, in
addition to the weakeni ng of capital adequacy nentioned above. A further
constraint is the inherent volatility of the credit insurance business and its
sensitivity to swings in econonic cycles.

We believe that GCOw Il maintain its strong conpetitive position, with
revenues in both main business areas renaining stable in 2012 despite the
uncertai n econom c environnment, and also maintain a sound earnings track
record. We expect a slight deterioration in the group's trade credit insurance
busi ness results, but our base-case expectation is for the conbined ratio to
remai n bel ow 95%in 2012. (Lower conbined ratios indicate better

profitability. A conbined ratio of greater than 100% si gnifies an underwiting
loss.) We estimate net income for 2012 to be in excess of €150 million

Outlook

The negative outl ook reflects that on the Kingdom of Spain

(BBB+/ Negative/A-2). It also reflects our viewthat capitalization may not be
restored to strong | evels over the next two years, the execution risks
associated with the transaction, and the potential for weaker operating
performance associated with assinilating Seguros G oupanma into the GCO group
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We could lower the ratings if:

* W lower the long-termrating on the Ki ngdom of Spai n;

« The adverse econonic environnment or the assimnilation of Seguros G oupama
inmpairs GCO s profitability by nore than we currently expect; or

* The group's capitalization falls to levels that we no | onger consider to
be supportive of the ratings.

Based on current information, we consider an upgrade to be unlikely. However,
if the transaction does not go ahead as planned, we could revise the outl ook
back to stable.

Related Criteria And Research

Al articles listed bel ow are avail able on RatingsDirect on the dobal Credit
Portal, unless otherw se stated.

e Ratings On Spain Lowered To 'BBB+/ A-2' On Debt Concerns; Qutl ook Negative,
April 26, 2012

* Nonsoverei gn Ratings That Exceed EMJ Soverei gn Ratings: Methodol ogy And
Assunptions, June 14, 2011

e Principles O Credit Ratings, Feb. 16, 2011

e Refined Methodol ogy And Assunptions For Anal yzing |nsurer Capital
Adequacy Using The Ri sk-Based | nsurance Capital Mdel, June 7, 2010

« Use O CreditWatch And Qutl ooks, Sept. 14, 2009

e Group Methodol ogy, April 22, 2009

 Interactive Ratings Methodol ogy, April 22, 2009

Ratings List

Ratings Affirnmed; CreditWtch/ Qutlook Action

To From
Atradius Credit Insurance N. V.
Counterparty Credit Rating A-/ Negativel/ A-2 A-/ Stabl e/ A-2
Fi nancial Strength Rating A-/ Negative/ - - A-/ Stabl e/ --

Seguros Catal ana Cccidente S. A de Seguros y Reaseguros

Conpani a Espanol a de Seguros y Reaseguros de Credito y Caucion S. A

Bi | bao, Comnpani a Anoni ma de Seguros y Reaseguros S. A

Atradius Trade Credit Insurance Inc.

At r adi us Rei nsurance Ltd.

Counterparty Credit Rating A-/ Negative/ -- A-/ Stabl e/ --
Fi nancial Strength Rating A-/ Negati ve/ - - A-/ St abl e/ - -

Ratings Affirmed

At radi us Fi nance B. V.
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Subor di nat ed* BBB

*Q@Quaranteed by Atradius N V. and Atradius Credit |nsurance N V.

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

Conplete ratings information is available to subscribers of RatingsDirect on
the A obal Credit Portal at www gl obalcreditportal.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 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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