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Overview
PRIMARY CREDIT ANALYST

- South African insurance group Santam Ltd. demonstrates sound operating results, while Trevor Barsdorf

increasingly diversifying its revenue streams in the rest of Africa.

We continue to view the group's level of capital adequacy (measured by our model) as a
weakness to the rating.

Santam continues to pass our stress test and, considering its board-approved risk mitigation
plan, we rate Santam above the foreign currency sovereign rating on South Africa
(BB/Stable/B), and at the level of our local currency sovereign rating on the country
(BB+/Stable/B).

We are therefore affirming our ratings on Santam and its subsidiaries, including our 'BB+'
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global scale issuer credit and insurer financial strength ratings on Santam.

- The stable outlook reflects our outlook on the sovereign rating, and our belief Santam will
continue to post solid operating performance in South Africa and maintain capital and earnings
near current levels.

Rating Action

On Aug. 27, 2019, S&P Global Ratings affirmed its 'BB+' global scale long-term issuer credit and
financial strength ratings on insurer Santam Ltd. The outlook on the global scale ratings remains
stable.

At the same time, we affirmed our 'zaAAA' South Africa national scale rating on the group. We also
affirmed our 'zaAA-' South Africa national scale rating on Santam's subordinated deferrable
hybrid instruments.

In addition, we affirmed our 'BB' ratings on Santam Structured Investments' (Santam SI) core
operating subsidiaries: Santam Structured Insurance Ltd., Santam Structured Reinsurance Ltd.
PCC, and Santam Structured Reinsurance DAC. Finally, we affirmed our 'zaAA+' South Africa
national scale rating on Santam Structured Insurance Ltd.
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Outlook

The stable outlook on Santam reflects our outlook on South Africa because the ratings on the
insurer are constrained at the level of the long-term local currency rating on the sovereign. The
outlook also incorporates our view that Santam's capital and earnings will remain in line with
current levels as per our capital model. As well, we expect the group will continue to execute its
risk-mitigation plan.

Downside scenario

We could lower the ratings on Santam over the next 12 months if:

- We were to lower our local currency sovereign rating on South Africa;
- Santam were to fail our sovereign stress test; or

- Theinsurer's capital and earnings were to weaken below current levels.

Upside scenario

We would raise the ratings on Santam only if we took a similar action on the local currency
sovereign rating on South Africa.

Rationale

Our assessment on Santam reflects the insurer's dominant and long-standing position in its
domestic market, sustained by its strong brand name leading position in several business lines.
Santam's liquidity and sufficient capital buffers allow it to pass our stress test under a
hypothetical foreign currency sovereign default; the board-approved risk mitigation plan further
underpins this.

In our view, the difficult operating environment in the South African property and casualty (P&C)
insurance industry dilute some of these strengths. We view Santam's risk-based capital levels as
measured by our model as a weakness to the overall rating, mainly due to balance sheet
expansion through acquisition and investment activity.

We continue to assess the Santam Sl investment group as a highly strategically important
subgroup to Santam, due to its senior management's strong support and involvement in
operational and financial decision-making at Santam SI, which has been integrated into the wider
group. Our rating on Santam Sl's operating entities is one notch below Santam's group credit
profile of '"bb+".

Santam Ltd. Ratings Score Snapshot

Business Risk Profile Satisfactory
Competitive position Strong
IICRA Moderately High
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Financial Risk Profile

Fair

Capital and earnings

Fair

Risk exposure

Moderately Low

Funding structure Neutral
Anchor* bbb
Modifiers

Governance Neutral

Liquidity Adequate

Comparable ratings analysis 0
Financial Strength Rating BB+/Stable

*Influencing this is our view of Santam's leading competitive position in South Africa, sustained by innovation and strong risk framework.

Related Criteria

- Criteria | Insurance | General: Insurers Rating Methodology, July 1, 2019

- General Criteria: Hybrid Capital: Methodology And Assumptions, July 1, 2019

- General Criteria: Group Rating Methodology, July 1, 2019

- General Criteria: Methodology For National And Regional Scale Credit Ratings, June 25, 2018

- General Criteria: Principles For Rating Debt Issues Based On Imputed Promises, Dec. 19, 2014

- General Criteria: Ratings Above The Sovereign--Corporate And Government Ratings:

Methodology And Assumptions, Nov. 19, 2013

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

- General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Ratings List

Ratings Affirmed

Santam Ltd.

Issuer Credit Rating

Local Currency BB+/Stable/--

South Africa National Scale zaAAA/--/--

Financial Strength Rating

Local Currency BB+/Stable/--
Santam Ltd.
Subordinated zaAA-
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Ratings Affirmed

Santam Structured Insurance Ltd.

Santam Structured Reinsurance Ltd. PCC

Santam Structured Reinsurance DAC

Issuer Credit Rating

Local Currency BB/Stable/--

Financial Strength Rating

Local Currency BB/Stable/--

Santam Structured Insurance Ltd.

Financial Strength Rating

Local Currency zaAA+/--/--

Regulatory Disclosures(Santam Ltd.)
Primary Credit Analyst: Trevor Barsdorf, Associate
Rating Committee Chairperson: Marco Sindaco
Date initial rating assigned: Oct. 10, 2012

Date of previous review: Apr. 26, 2019

Regulatory Disclosures (Santam Structured Insurance Ltd., Santam
Structured Reinsurance DAC, And Santam Structured Reinsurance Ltd.
PCC)

Primary Credit Analyst: Trevor Barsdorf, Associate

Rating Committee Chairperson: Marco Sindaco

Date initial rating assigned: May 24, 2017

Date of previous review: Apr. 26, 2019

Disclaimers

This rating has been determined by a rating committee based solely on the committee's
independent evaluation of the credit risks and merits of the issuer or issue being rated in
accordance with S&P Global Ratings published criteria and no part of this rating was influenced by
any other business activities of S&P Global Ratings.

This credit rating is solicited. The rated entity did participate in the credit rating process. S&P
Global Ratings did have access to the accounts, financial records and other relevant internal,
non-public documents of the rated entity or a related third party. S&P Global Ratings has used
information from sources believed to be reliable but does not guarantee the accuracy, adequacy,
or completeness of any information used.

Materials Used In The Credit Rating Process: Sufficient information in general consists of both (i)
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financial statements that describe the Issuer's financial condition, results of operations and
cash-flows, and (ii) a description of the activities and obligations of the entity including of its
governance and legal structure.

This credit rating was disclosed to the rated entity or related third party before being issued.

S&P Global Ratings' regulatory disclosures (PCRs) are published as of a point-in-time, which is
current as of the date a Credit Rating Action was last published. S&P Global Ratings updates the
PCR for a given Credit Rating to include any changes to PCR disclosures only when a subsequent
Credit Rating Action is published. Thus, disclosure information in this PCR may not reflect changes
to data within PCR disclosures that can occur over time subsequent to the publication of a PCR
but that are not otherwise associated with a Credit Rating Action.

Glossary

- Anchor: The starting point for rating an insurer, based on S&P Global Ratings' assessments of
the business and financial risk profiles.

- Business risk profile (BRP: Assesses the risk inherent in the insurer's operations and therefore
the potential sustainable return to be derived from those operations.

- Capital and earnings: Measure of an insurer's ability to absorb losses.

- Combined ratio: The ratio of the sum of loss expense, loss adjustment expense, and operating
expenses divided by premiums earned. All elements are net of ceded reinsurance. We may use
net premiums written (NPW) in the denominator where net premiums earned is not available or
where expenses are not deferred in the accounting system the insurer uses (e.g., U.S. statutory
accounting).

- Competitive position: An assessment based on an insurer's market or niche position, scale or
efficiency of operations, brand name recognition or reputation, and strength of distribution.

- Dateinitial rating assigned: The date S&P Global Rating's assigned the long-term foreign
currency issuer credit rating on the entity.

- Date of previous review: The date S&P Global Rating's last reviewed the credit rating on the
entity.

- Earnings before interest (other than interest on nonrecourse or operational leverage) and taxes.
We may apply analytical adjustments for items such as nonrecurring events; realized
investment gains/losses; or impairments to goodwill.

- Earnings before interest (other than interest on nonrecourse or operational leverage), taxes,
depreciation, and amortization. We may apply analytical adjustments for items such as
nonrecurring events, realized investment gains/losses, impairments to goodwill, or other
non-cash items. Where we believe depreciation and amortization is immaterial, we may use
EBIT in the relevant ratios.

- Financial leverage. Financial obligations/(reported equity + financial obligations). We deduct
from reported equity any off-balance-sheet pension deficit, net of tax, and any financial
obligations included in reported equity, such as preferred stock. We typically include
noncontrolling interests as part of reported equity. We may use net assets rather than reported
equity, for example in the case of mutual insurers.

- Financial obligations/EBITDA. Determines the number of years of normalized earnings required
to pay back debt and is another measure of the sustainability of the level of debt taken on by an
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insurer.

- Financial risk profile (FRP): The consequence of decisions that management makes in the
context of its business risk profile and its risk tolerances.

- Financial strength rating (FSR): A forward-looking opinion about the financial security
characteristics of an insurer with respect to its ability to pay under its insurance policies and
contracts, in accordance with their terms.

- Fixed-charge coverage. EBITDA/fixed charges. Fixed-charge coverage represents an insurer's
ability to service interest on financial obligations out of EBITDA. Fixed charges include total
interest expense including interest expense reported as investment expense, lease expense,
and preferred stock dividends (tax-adjusted), minus any interest expense on debt that we
consider to be nonrecourse or operational leverage.

- High-risk assets: Volatile or illiquid assets.

- Insurance Industry And Country Risk Assessment (IICRA): Addresses the risks typically faced by
insurers operating in specific industries and countries, and is generally determined at a country
or regional level.

- Intangibles: The sum of goodwill, intangible assets, deferred acquisition costs (DAC), value of
in-force, value of business acquired, and deferred tax assets.

- Issuer credit rating (ICR): A forward-looking opinion about an obligor's overall creditworthiness,
focusing on its capacity and willingness to meet its financial obligations in full and as they
come due.

- Prebonus pretax earnings are the sum of EBITDA and policyholder dividends.

- Return on assets (ROA): Indicates to us how efficiently management uses its assets to generate
earnings by comparing EBIT to the two-year average of total assets adjusted. Total assets
adjusted is total assets minus reinsurance assets.

- Returnon revenue (ROR): EBIT divided by total revenue. Total revenue is the sum of net
premiums earned (or net written premium if net earned premium is not available), net
investment income, and other income. We remove the effects of realized and unrealized gains
or losses from investments and derivatives to provide a more complete picture of an insurer's
revenue-generating abilities.

- Risk exposure: Assesses material risks that the capital and earnings analysis does not
incorporate and specific risks that it captures but that could make an insurer's capital and
earnings significantly more or less volatile.

- Return on equity (ROE): Reported net income divided by the average of opening and closing
reported equity for the year. Reported net income is before remuneration of preferred stock and
non-controlling interests. Reported equity includes non-controlling interests and preferred
stock.

- Stand-alone credit profile (SACP): S&P Global Ratings' opinion of an insurer's creditworthiness,
in the absence of extraordinary intervention from its parent, affiliate, or related government.

- Total adjusted capital (TAC): S&P Global Ratings' measure of the capital an insurer has
available to meet capital requirements.

- Total assets are the average of opening and closing total assets (less reinsurance assets) for
the year.
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitalig.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings 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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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.

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. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.

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 acknowledgment 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.

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 non-public information received in connection with each
analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors.
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