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Research Update:

Czech-Based Reinsurer VIG RE zajist'ovna a.s.
Assigned 'A+' Ratings; Outlook Stable

Rationale
On Oct. 24, 2008, Standard & Poor's Ratings Services assigned its 'A+' insurer
financial strength and counterparty credit ratings to Czech-based VIG RE
zajišt'ovna a.s. (VIG RE). The outlook is stable.

The ratings on VIG RE reflect its core status to Austria-based Wiener
Staedtische Versicherung AG Vienna Insurance Group (VIG; parent and core
operating company; A+/Positive/--). VIG RE forms an integral part of VIG's
risk-management strategy and will be equipped with at least strong
capitalization. The company predominantly writes business emanating from the
group and maintains a comprehensive reinsurance program. VIG RE's investment
strategy is focused on conservative and liquid asset classes.

Major rating factors:
• VIG RE is an integral part of VIG's risk-management strategy. VIG
recently set up VIG RE to minimize the risk-transfer costs of the group's
primary insurance operations in a flexible and efficient way. VIG manages
the company as a profit center and expects to make profits from 2009
onward. Administrative and investment functions are outsourced to sister
companies within the group.

• The vast majority of VIG RE's business will emanate from the group,
particularly in the first years of existence. Nevertheless, VIG RE also
aims to attract external reinsurance business. The ratings assume that
third-party business will remain below 20% of gross premium income over
the rating horizon because we do not see third-party reinsurance as a one
of the group's core activities.

• VIG RE has a comprehensive reinsurance program. The company covers a
diversified portfolio by country and business line. Although the company
benefits from a detailed knowledge of its group-internal primary
business, the retrocession program is expected to be set very
conservatively relative to its capital base. We expect the
retrocessionaires to be highly rated.

• VIG RE has sound liquidity. The company's asset base will likely comprise
a highly liquid bond portfolio. This should allow the company to meet
liabilities in a timely manner. In addition, a credit line has been set
up with a domestic bank. We also expect that VIG will make additional
liquidity available to VIG RE if necessary.

• VIG RE has strong capitalization and financial flexibility. We expect VIG
RE's risk-based capitalization to be managed at least in the 'A' range,
reflected from the outset in its €100 million equity capital base. Given
that VIG RE operates as a profit center and retains significant parts of
the risks underwritten, the company will likely remain securely
capitalized. We expect that the group will make additional financial
resources available if needed.
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Outlook
The stable outlook reflects that on VIG, and the influence of the sovereign
rating on its domicile, Czech Republic (foreign currency A/Stable/A-1; local
currency rating A+/Stable/A-1). For more details on these issuers, see the
full analyses on "Wiener Staedtische Versicherung AG Vienna Insurance Group,"
and "Czech Republic," published on RatingsDirect on June 5, 2008, and Oct. 8,
2007, respectively.

The ratings could be lowered if VIG RE's third-party reinsurance business
exceeded 20% of its gross premium income. Pressure on the ratings could also
come from changes to the company's retrocession program or risk-based capital
or liquidity positions that would expose the balance sheet to greater risks
than currently factored into the ratings.

Upside potential would require both VIG and the sovereign to have
stronger credit profiles.

Ratings List
New Rating

VIG RE zajist'ovna a.s.
Counterparty Credit Rating A+/Stable/--
Financial Strength Rating A+/Stable

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

Ratings information is available to subscribers of RatingsDirect, the
real-time Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at www.ratingsdirect.com. It can also be found on Standard &
Poor's public Web site at www.standardandpoors.com; select your preferred
country or region, then Ratings in the left navigation bar, followed by Credit
Ratings Search. 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) 495-783-4017.
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