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Research Update:

Germany-Based Specialty Insurer Inter Hannover
Downgraded To 'A+' On Change Of Group
Structure; Outlook Stable

Overview

 Inter Hannover will beconme a joint venture between HDI d obal SE (a core
conmpany of Talanx Primary | nsurance G oup; TPG and Hannover Re SE, and
will be part of HDI dobal SE s industrial insurance strategy.

* W regard Inter Hannover prospectively as a core subsidiary of TPG and an
inmportant pillar of TPG s industrial |ines operations.

W rate Talanx's prinary core operations one notch bel ow our rating on
t he Hannover Re group

W are therefore lowering our insurer financial strength and issuer
credit ratings on Inter Hannover to 'A+" from'AA-'

The stable outlook reflects the outlook on TPG s core operations.

Rating Action

On May 18, 2018, S&P d obal Ratings lowered its long-terminsurer financial
strength and issuer credit ratings on Gernmany-based specialty insurer

I nternational Insurance Co. of Hannover SE (Inter Hannover) to 'A+ from
"AA-'. The outlook is stable.

Rationale

Qur downgrade reflects our prospective view of |Inter Hannover's changed group
status, being core to TPG s operations.

On May 11, 2018, Hannover Re published a joint press release with Tal anx and
HDI d obal SE, announcing a joint venture in the global prinmary specialty

busi ness between Hannover Re and HDI d obal SE. The nucl eus of the joint
venture will be Hannover Re's primary insurance conpany, |Inter Hannover, which
will nerge its activities with HDI G obal SE s specialty operations.

Al t hough Hannover Re (AA-/Stable) is majority owned by Tal anx AG (A-/Stabl e)
t he internedi ate hol di ng conpany of TPG (A+/ Stable), we recognize its
operational independence and therefore rate Hannover Re one notch higher than
TPG s core operations. This mainly reflects Hannover Re's strong mnority
sharehol ding structure, its de-linked business nmodel from TPG and its

i ndependent fundi ng capabilities.
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The starting point for the joint venture will be HDI d obal SE s acquisition
of about 50.2% shares of Inter Hannover, with a total price of about €100
mllion. Hannover Re will naintain about 49.8% of the conpany. Once the
transacti on has taken place, Inter Hannover will be rebranded to HD d obal
Specialty SE, aligning its brand to the HDI group. W understand that the new
conpany will start its operations at the begi nning of 2019.

Qur revised view of Inter Hannover's group status to TPG is based on our
understanding that the joint venture will operate as the dedicated carrier for

specialty insurance under the strategy of TPG s industrial |ines business.
Mor eover, with gross prem umvolume of nore than €1 billion, the joint venture
wi Il make TPG a sizable conpetitor in the global specialty market and will be

a good platformfor further growth aligned with the group's target.

Outlook

Qur ratings and outlook on Inter Hannover will nove in tandemw th those on
TPG s core operations, since we viewit as a core conpany. The stabl e outl ook
therefore reflects the outl ook on TPG W expect that TPGwill maintain its
conpetitive strength over the next 12-24 nonths, based on its |eading position
in industrial insurance and its strong business and regional diversification.
We al so consider that TPGwill maintain at |east very strong capital and

earni ngs without any major volatility, despite potential |osses from natural
cat astrophe events or nergers and acquisitions.

Downside scenario

We woul d consider taking a negative rating action on Inter Hannover if we no
| onger considered the conpany as core to TPG This would be the case if the
conpany consi stently underperformed the group's earnings expectations, or if
the group changed its strategic view of the global specialty business.
Additionally, a downgrade would foll ow the sane action on TPG This could
occur if its capital and earnings sustai nably weakened to | ower than very
strong | evel s, based on an increase in capital needs that was higher than
expected or markedly | ower earnings than we currently anticipate in our
base- case scenari o.

Upside scenario

An upgrade woul d follow the same action on TPG W view a positive rating
action as a renote possibility over the next 24 nonths. However, this could
occur if TPG further significantly diversifies its earnings base by geography
inits industrial and retail insurance business and if it successfully turns
around its German retail business.
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Ratings List

Downgr aded
To From
I nternational Insurance Co. of Hannover SE
| ssuer Credit Rating A+/ St abl e/ - - AA-/ St abl e/ - -
Financial Strength Rating A+/ St abl e/ - - AA-/ St abl e/ - -
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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 ngsDirect at ww. capitalig.com Al ratings affected by this rating action
can be found on S&P G obal Ratings' public website at

ww. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the followi ng S& d obal Ratings nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (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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