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Research Update:

Insurer Swiss Life's Core Entities Upgraded To
'A-' On Improved Sustainability Of Its Business
Model; Outlook Stable

Overview
• In our opinion, Switzerland-based insurance group Swiss Life has taken
significant steps to enhance the sustainability of its business model by
improving operational efficiency. Swiss Life also maintained its capital
adequacy, according to our criteria, despite difficult market conditions.

• We are therefore raising our long-term ratings on Swiss Life's core
operating entities to 'A-' from 'BBB+'.

• The stable outlook reflects our expectation that Swiss Life will be able
to improve its operating performance further, maintain at least strong
capitalization, and conserve its strong competitive position.

Rating Action
On May 3, 2012, Standard & Poor's Ratings Services raised its long-term
counterparty credit and insurer financial strength ratings on Swiss Life's
core operating companies to 'A-' from 'BBB+'. We also raised the long-term
counterparty credit ratings on Swiss Life Holding to 'BBB' from 'BBB-'. The
outlooks are stable.

Rationale
The upgrade of Swiss Life reflects our opinion that Swiss Life has managed to
rebuild its financial profile to strong levels, in line with its business
profile.

The group has also managed to maintain its capital adequacy according to our
criteria in very difficult market conditions, and we expect it to continue to
do so in 2012 and 2013. Against our initial base-case assumption, government
rates in Switzerland and Germany deteriorated further in 2011. Nonetheless,
Swiss Life's bottom-line profitability in 2011 was in line with our
expectations because its efforts to improve cost and risk results continued to
bear fruit. Prospective profitability, as measured by market-consistent
embedded value (MCEV)-based new business margins, was below our initial
expectation, mostly because of lower interest rates. We consider that this was
offset by the improved operational efficiency.

We see Swiss Life's strong capitalization and strong competitive position,
particularly in its domestic market, as strengths to the ratings. These
positive factors are partly offset by the company's only good operating
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performance and its focus on European life insurance markets, which we view as
challenging.

Swiss Life's capitalization has remained strong in 2011, in our view, despite
the difficult financial market conditions. We note that Swiss Life has
substantially decreased its market risk--equity risk in particular, partly
based on asset value fluctuations, partly based on active
management--throughout 2011. It has also reduced its exposure to peripheral
European sovereigns. Based on the outcome of our risk-adjusted capital model,
we currently assess Swiss Life's capital adequacy as very strong and quality
of capital as strong. Our assessment also takes into account Swiss Life's
regulatory solvency position, which we view as healthy. Going forward, we
anticipate that Swiss Life will maintain at least strong capitalization in
2012 and 2013.

We continue to assess Swiss Life's operating performance as good. Swiss Life's
successful implementation of strategic initiatives led to reduced operating
expenses and increased nontraditional new business contribution. Overall,
these changes have reduced Swiss Life's dependence on its investment results.
Record low interest rates, particularly in Switzerland, however, restricted
Swiss Life's profitability on an MCEV basis in 2011. Furthermore, although the
percentage of traditional life products in its new business is falling, Swiss
Life's business-in-force is still concentrated on traditional life products.
We consider that these product lines still pose a threat to Swiss Life's
future accounting and MCEV profitability.

Our base-case assumption is that interest rates throughout 2012 and 2013 will
increase moderately, at best. Based on that, we expect new business margins to
increase moderately as well, to about 1.4%-1.6% in 2012 and 2013 from 1.2% at
year-end 2011. Despite our interest rate expectation for 2012 and 2013, we
anticipate that Swiss Life's investment result will hold up comparatively well
in this time; we expect it to achieve a net investment yield of about 3.5%. As
a result, we expect its profit from operations to be higher than Swiss franc
(CHF) 800 million in 2012 and 2013, versus CHF699 million in 2011.

Swiss Life's competitive position is strong, in our view. The group benefits
from a market-leading position in the Swiss life insurance market,
particularly in group life. Furthermore, Swiss Life has built its franchise in
other European national life insurance markets, such as France and Germany,
and in the international cross-border business. However, we consider the
Swiss, French, and German life insurance markets to be difficult operating
environments. For 2012 and 2013, we expect only moderately increasing premium
volumes. In general, we consider that Swiss Life's key weakness, compared with
more-diversified groups in its peer group, is its concentration on life
business in Europe.
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Outlook
The stable outlook reflects our expectation that Swiss Life will continue to
improve its operating performance, in terms of both profit from operations and
new business margins. It is also based on our expectation that Swiss Life will
maintain its strong capitalization and its strong competitive position.

We would consider a negative rating action if Swiss Life failed to meet the
following measures in 2012 or 2013:
• Counteract unfavorable investment conditions by further improving margin
management and by reducing interest rate dependence, reflected in
increasing risk and cost results and in profit from operations and new
business margins similar to those stated above;

• Maintain a healthy spread of about 100 basis points between net
investment yield and average guaranteed rates, as well as a
weighted-average duration mismatch of below 1;

• Conserve group capital adequacy according to our model at least at strong
levels, and maintain a healthy regulatory solvency position (including
that under the Swiss Solvency Test (SST) regime), both helped by a
conservative asset allocation;

• Maintain the proportion of traditional products below 30% of new business
production;

• Leverage financial advisory company AWD Holding AG (not rated) to attain
at least stable EBIT margins of above 10% and to moderately increase its
new business contribution further.

• Keep group fixed charge coverage higher than 5x and a financial leverage
ratio lower than 30%.

Based on our criteria and the information currently available to us, we see no
potential for a positive rating action in the next two years.

Related Criteria And Research
All articles listed below are available on RatingsDirect on the Global Credit
Portal, unless otherwise stated.
• Assumptions For Quantitative Metrics Used In Rating Insurers Globally,
April 14, 2011

• Refined Methodology And Assumptions For Analyzing Insurer Capital
Adequacy Using The Risk-Based Insurance Capital Model, June 7, 2010

• Use Of CreditWatch And Outlooks, Sept. 14, 2009
• Holding Company Analysis, June 11, 2009
• Interactive Ratings Methodology, April 22, 2009
• Hybrid Capital Handbook: September 2008 Edition, Sept. 15, 2008
• Summary Of Standard & Poor's Enterprise Risk Management Evaluation
Process For Insurers, Nov. 26, 2007

• Flexible Gapping Of Ratings Reflects Regional Variations In Structural
Subordination As Well As Differing Debt-Servicing Capacities, May 25,
2005
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• Counterparty Credit Ratings And The Credit Framework, April 14, 2004

Ratings List

Upgraded; CreditWatch/Outlook Action
To From

Swiss Life AG
Swiss Life AG, Niederlassung fuer Deutschland
Counterparty Credit Rating A-/Stable/-- BBB+/Positive/--
Financial Strength Rating A-/Stable/-- BBB+/Positive/--

Swiss Life Holding
Counterparty Credit Rating BBB/Stable/-- BBB-/Positive/--

Upgraded
To From

Swiss Life AG
Subordinated BBB BBB-
Junior Subordinated* BBB BBB-

*Guaranteed by Swiss Life Holding.

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

Complete ratings information is available to subscribers of RatingsDirect on
the Global Credit Portal at www.globalcreditportal.com. All ratings affected
by this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following Standard & Poor's numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional
information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor's
Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well
as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or
for the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS,
SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR
HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence)
in connection with any use of the Content even if advised of the possibility of such damages.
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