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Fitch Affirms Kazakhstan's Standard Life

tch Ratings - Moscow - 08 November 2019

atin
Life's (Star 1(5 ard Life) Insurer Financial Strength (IFS)

. The Cutlooks are Stable.

Key Rating Drivers ‘
|
The ratings reflect Standard Life's weak risk-adjusted capital positi
high duration mismatch between the company's long life insurance
investment instruments backing those reserves. These factors are
investment risk and robust financial performance. 1
Standard Life's risk-adjusted capital position, as measured by Fitct
M} score, remained helow 'Somewhat Weak' and weakened fur
capital grew in line with notable growth in the pension annuities bu
inificant KZT1.5 billion dividend outflow. The insurer's risk-
e from significant profit repatriation - in May 2019 the share
However, Standard Life remains compliant with regulatory

FB

mi

Hlhior

margin of 146% at end-9M19 (end-2018: 182%).

itoh assesses Standard Life's business profile as less favourable
msurer's small size and limited diversification of the insurer' distrib
et business
insurers from July 2018. Fitch notes that Standard Life managed t
nent without acceptin

O
.4

the life insurance side, net business volumes grew by 169% in
ss driving the growth and accounting for 51% of net written

sed sales of protection-type insurance policies which accou
9 compared to 1% in 9M18.
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Like its local peers Standard Life remains exposed to a meaningfy

driven by the pension annuity business. The average duration of t
i vears at end-9M19, while the duration of its assels was si
e this is constrained by the lack of long-dated assets in the |

Standard Life saw a notable improvement in the average credit qu
' C stment-grade bonds grew to 44% at end-9M19 from 2
ously reduced its exposure to lower-rated bank deposits.

anks decreased to 18% at end-9M19 from 61% at end-201
ent portfolio as credit-positive.

imen

CT‘/‘H9 Standard Life reported a strong net income of KZT883 m
urn on equity of 32% (2018: 15%

swwwe fitchratings. comi/site/pr/10100825#

volumes doubled due to the regulatory ban to transfe

g major local accounts with an unfavoure

). As in prior years the investm

at'B’

has afmmed Kazakhstan-based Joint-Stock Compaqy Life ln%urance Company Standdrd

on, less favourable business profile and
reserves and significantly shorter
partially offset by the insurer's improved

1's Prism Factor-Based Model (Prism
ther at end-2018 from end-2017. Its target
siness, while available capital was eroded

adjusted capital position remains under

2holders withdrew a further KZT800
capital requirements, with a solvency

‘than other Kazakh players' due to the
ution channels. In the non-life segment

r workers' compensation risks to non-life
0 achieve the double-digit growth in this
able claims history.

9M19 from 9M18, with pension annuity
premiums in 9M19. Standard Life
nted for 7% of net written premiums in

| duration mismatch on its balance sheet,
he liabilities-related annuity business was
gnificantly lower. The company's ability to
bcal capital market.

ality of its investment portfolio as the
1% at end-2018. The company

The share of deposits placed with B-
8. Fitch views the strengthening of the

llion, with an annualised net income
ent component contributed significantly to
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e netresult. The company managed to report a positive non-life underwriting result despite a doubling of
expenses in Y9M19. Fitch expects the administrative expense burden to constrain profitability.

RATING SENSITIVITIES

Ihe ratings could be upgraded if Standard Life improves its business diversification and reduces the
mismatch between its assets and liabilities provided that the company adheres to sound underwriting
practices and maintains the credit quality of its investment portfo!id

|

ESG Considerations

Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score of 3. This
means ESG issues are credit-neutral or have only a minimal credit impact on the entity, either due to their
ire or to the way in which they are being managed by the entity.

na

For more information on our ESG Relevance Scores, visit www.fitchratings.com/esg

RATING ACTIONS

ENTITY/DEBRT RATING 3 PRIOR
Joint Stock Company - Life ‘Ins Fin Str ‘
fnsurance Company - Standard B © ? B O
Affirmed

Natl Ins Fin Str
BBB-(kaz) ©
Affirmed

BBB-(kaz) ©

Additional information is available on www fitchratings.com
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DISCLAIMER

L FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE
READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS/IWWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S
UBLIC WEB SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND
ODOL b(s%kb ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT,
DENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER
-VANT P( )Li( IES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT
SECTION OF THIS SITE. DIRECTORS AND SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE
AT HTTPSIIWWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY HAVE PROVIDED ANOTHER
FERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS

5 CE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY
CAN B FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

COPYRIGHT

Copyright © 2019 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY

10004, Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission ‘

in whole or in part is prohibited except by permission. All rights reserved. In issuing and maintaining its

atings and in making other reports (including forecast information), Fitch relies on factual information it

s from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts

i reasonable investigation of the factual information relied upon by it in accordance with its ratings

methodology, and obtains reasonable verification of that information from independent sources, to the

extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch's factual
jation and the scope of the third-party verification it obtains will vary depending on the nature of the

¢ security and its issuer, the requirements and practices in the jurisdiction in which the rated security is

fitchratings.com/site/pr/10100825# 3/5
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offerca and sold and/or the issuer is located, the availability and nature of relevant public information,
3 s to the management of the issuer and its advisers, the availability of pre-existing third-party
verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports,
engineering reports, legal opinions and other reports provided by third parties, the availability of
independent and competent third- party verification sources with respect to the particular security or in the
lar jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports should
srstand that neither an enhanced factual investigation nor any third-party verification can ensure that all
information Fitch relies on in connection with a rating or a report will be accurate and complete.
imalely, the issuer and its advisers are responsible for the accuracy of the information they provide to
“itch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch
Ist r@i\/ on the work of experts, including independent auditors with respect to financial statements and
ays with respect to legal and tax matters. Further, ratings and forecasts of financial and other
nformation are inherently forward-looking and embody assumptions and predictions about future events
that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings
forecasts can be affected by future events or conditions that were not anticipated at the time a rating or
recast was issued or affirmed.
The information in this report is provided "as is" without any representation or warranty of any kind, and
Fitch does not mpzeser*i or warrant that the report or any of its contents will meet any of the requirements of
ar ent of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and
reports made by Fitch are based on established criteria and methodologies that Fitch is continuously
evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and no
md;vxm al, or group of md;vxdual% is solely responsible for a rating or a report. The rating does not address
the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not
dint hg r)ffer or s,alf, of cmy secu my All Fitch reports have shared authorshlp md!v:duais ;dentmed in

f>J-i1(z1

:‘ned fo:‘ comacu purposes oniy. A report providing a Fitch rating is neither a prospectus nor a
substitute for the information assembled, verified and presented to investors by the issuer and its agents in
connection with the sale of the securities. Ratings may be changed or withdrawn at any time for any reason
: sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a
nendation to buy. sell, or hold any security. Ratings do not comment on the adequacy of market
he suitability of any security for a particular investor, or the tax-exempt nature or taxability of
payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other
obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or
the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues
i by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single
nnual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency
equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent
by Fitch to use its name as an expert in connection with any registration statement filed under the United
States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the
securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and
distribution, Fitch research may be available to electronic subscribers up to three days earlier than to print
dbscribers
For Aust r’»ma New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian
I.r,am,:di services license (AFS license no. 337123) which authorizes it to provide credit ratings to wholesale
clients only. Credit ratings information published by Fitch is not intended to be used by persons who are
tail chients within the meaning of the Loxgo rations Act 2001
Fileh Ratings, Inc. is 1(91\) tered with the U.S. Securities and Exchange Commission as a Nationally
kecognized Statistical Rating Organization (the "NRSRO"). While certain of the NRSRO's credit rating
subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on
behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are
not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those subsidiaries
are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining
t ratings issued by or on behalf of the NRSRO.

v fitchratings.comi/site/pr/10100825#% 415
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SOLICITATION STATUS

1 > ratings above were solicited and assigned or maintained at the request of the rated entity/issuer or a
2led third party. Any exceptions follow below.

Endorsement Policy

m“ V' approach to ratings endorsement so that ratings produced outside the EU may be used by regulated

ies within the EU for regulatory purposes, pursuant to the terms of the EU Regulation with respect to

it rating agencies, can be found on the EU Regulatory Disclosures page. The endorsement status of all

\ational r:fitmgs is provided within the entity summary page for each rated entity and in the transaction
pages for all structured finance transactions on the Fitch website. These disclosures are updated on a

daily %)asis,

Fitch Updates Terms of Use & Privacy Policy

We have updated our Terms of Use and Privacy Policies which cover all of Filch Group's websites. Learn more.

s www fitchratings.com/site/pr/10100825#




