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R+V Versicherung AG

Please note that the ratings covered by this full analysis apply only to R+V Versicherung AG.

Major Rating Factors

Strengths:

• Above-market-average business growth and sound earnings contribution

from primary operations

• Strong group capitalization and very low financial leverage

Counterparty Credit Rating

Local Currency

A+/Stable/--

Weaknesses:

• Bottom-line earnings not fully indicative of competitive profile

• Over proportional exposure to competitive German motor market

Rationale

The ratings on R+V Versicherung AG (RVV) reflect its role as the reinsurer and holding company of Germany-based

R+V primary insurance group (R+V). The ratings on RVV are derived from its ownership in and the financial

strength of its sizable primary insurance operations, which Standard & Poor's Ratings Services views as a core part

of the German cooperative banking sector. We consider the cooperative banking sector as a single economic group.

RVV is 74%-owned by DZ BANK AG Deutsche Zentral-Genossenschaftsbank (DZ Bank; A+/Stable/A-1).

Given the very low financial leverage, sound operating cash flows from subsidiaries, strong group capitalization, and

RVV's ability to generate its own cash flows from reinsurance activities and nonaffiliated investments, Standard &

Poor's applies a zero-notch gapping between the holding company, RVV, and the group's overall financial strength.

RVV benefits from strong capitalization at the group level, although because of effects from the financial market

dislocations on investment values, capitalization has weakened from the previous very strong levels. Minimal debt

levels resulted in continued very low financial leverage of 1.1% in 2008. In 2009 RVV distributed a special dividend

of €303 million to its shareholders, which was thereafter transferred back as capital injection to RVV (in a

pay-out-and-take-back procedure).

We continue to assess R+V's operating performance as strong, with an average return on equity (ROE)of 9.4% over

the past five years, although ROE for 2008 was only 3.7% (14.1% in 2007) because of weakened investment

performance. We expect RVV's stand-alone operating performance to remain sound, as it benefits from profit

transfers from subsidiaries and returns from RVV's nonaffiliated investments and reinsurance activities. RVV's

stand-alone fixed-charge coverage was far above the rating threshold in 2008, and we expect this to continue.

Liquidity

We have observed that RVV's liquidity is to a large extent influenced by profit transfers from its operating units.

Strong business growth, a flexible investment portfolio, and consolidated group earnings support the group's
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liquidity profile. RVV derives additional liquidity from its unaffiliated related assets, which continued to represent

approximately 30% of RVV's investments and largely back the entity's reinsurance activities.

Outlook

The stable outlook on RVV reflects our expectation that the company will continue to benefit from R+V's strong

credit profile. Capitalization should remain at least strong and financial leverage and interest coverage ratios well in

excess of rating thresholds to support the zero-notch gapping.

We expect the group to achieve an average net combined ratio of nearly 100% throughout the underwriting cycle

and an overall ROE for 2009 and 2010 of between 6% and 9% before recovering to the long-term target of 10%.

The stable outlook on RVV also reflects that of DZ Bank. The ratings on DZ BANK are based on the aggregate

financial strength of the entire German cooperative banking sector, which continues to enjoy a strong market

position in domestic retail banking, stable funding sources, and strong capitalization.

We could revise the outlook to negative if the risk profile of the cooperative banking sector were to deteriorate.

Pressure on the cooperative banking sector's risk profile could result from accelerating price competition in German

retail banking and pressure from increasing risk costs, if there were no offsetting effects from improved cross-selling

of higher margin or fee-based products. Pressure on R+V's financial strength could emerge from heightened price

pressure in the German non-life market, adverse development of investment conditions, or catastrophic/reinsurance

events that, in view of the group's high net retentions, would significantly erode the group's capitalization.

We might review the outlook to positive if we took positive rating actions on DZ Bank, although in our view this is

unlikely in the medium term. We expect R+V to continue to prove the continued strength of its business model by

maintaining overall growth and financial strength, supporting the overall cooperative group's progress by providing

competitive products to its very important banking distribution channel.

Financial Profile

The R+V group is predominantly active in the German private life and non-life lines, where it enjoys leading

positions, with additional geographic diversification deriving from the group's third-party reinsurance activities

written directly via RVV. The primary insurance operating companies, R+V Lebensversicherung AG (NR) and R+V

Allgemeine Versicherung AG (NR), are the main contributors to the group's very strong competitive position and

strong capitalization. Group earnings are adequate for the rating, but might be dampened by competitive pressures

in the German motor market and adverse investment performance.

R+V maintains a market position in the top five non-life insurance companies in Germany, benefiting from a

diversified business profile, competitive products, and the cooperative sector's network of about 1,200 local banks,

which R+V uses as its main distribution channel.

As a reinsurer, RVV has two main functions: acting as captive reinsurer for the group's reinsurance needs; and

assuming non-life third-party business, mostly from small and midsize primary insurers. R+V has decided to make

capital available to support the significant targeted growth of its third-party reinsurance activities, which it expects
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to reach €1.0 billion by 2012, but only with a clear focus on underwriting profitability. We view the third-party

reinsurance business as a supplement to the integrated bancassurance business model of the cooperative sector.

R+V demonstrates strong group capitalization, which has, however, weakened compared with previous very strong

levels. Consequently, R+V has reduced its equity positions in its investment portfolio and additionally reduced its

exposure to natural catastrophes in its primary non-life business through reinsurance protection.

In Standard & Poor's view, non-life earnings, with a net combined ratio of 103% in 2008 and a five-year average of

102%, show a relative underperformance. This is partially due to R+V's role in the cooperative banking sector.

Value creation for the sector is mainly through commissions to member banks, which are supported by

competitively priced products, rather than mere dividend generation. This strategy strains technical profits, but

underwriting profitability must also be seen in light of strong reserving levels and the continued investment in strong

business growth. Given the group's relatively higher exposure to the increasingly competitive German motor market,

R+V may be more exposed than peers to pressure on tariffs in this segment.

Life earnings in 2008 suffered from the weak investment climate, but continued to benefit from strong risk results

and expense margins.

Ratings Detail (As Of August 25, 2009)*

R+V Versicherung AG

Financial Strength Rating

Local Currency A+/Stable/--

Counterparty Credit Rating

Local Currency A+/Stable/--

Counterparty Credit Ratings History

01-Aug-2005 Local Currency A+/Stable/--

24-Aug-2004 A/Stable/--

15-Nov-2002 A/Negative/--

*Unless otherwise noted, all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard

& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country.

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

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

Standard & Poor’s RatingsDirect  |  August 25, 2009 4

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page. 742499 | 300107412

R+V Versicherung AG



Copyright © 1994-2009 Standard & Poors, a division of The McGraw-Hill Companies. All Rights Reserved.

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of
passwords/user IDs and no simultaneous access via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as provided
herein, contact Client Services, 55 Water Street, New York, NY 10041; (1)212.438.7280 or by e-mail to: research_request@standardandpoors.com.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties participating in marketing
the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications.
Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and objectivity
of ratings opinions. The credit ratings and observations contained herein are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or
sell any securities or make any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion
contained herein in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's may have
information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the confidentiality of non-public information
received during the ratings process.

Copyright © 2009, Standard & Poors, a division of The McGraw-Hill Companies, Inc. (S&P). S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein. This data/information may only be used internally for business purposes and shall not be used for any unlawful or unauthorized purposes.
Dissemination, distribution or reproduction of this data/information in any form is strictly prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P, its affiliates or its third party licensors, S&P, its affiliates and its third party licensors do not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the results obtained from the use of such information. S&P
GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P, its affiliates and its third party licensors be liable for any direct, indirect, special or consequential damages in connection with subscribers or
others use of the data/information contained herein. Access to the data or information contained herein is subject to termination in the event any agreement with a third-
party of information or software is terminated.

www.standardandpoors.com/ratingsdirect 5

742499 | 300107412


	Research:
	Major Rating Factors
	Strengths:
	Weaknesses:

	Rationale
	Liquidity

	Outlook
	Financial Profile


