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Research Update:
Czech-Based Reinsurer VIG RE zajist'ovna a.s.

Assigned 'A+' Ratings; Outlook Stable

Rationale

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

The ratings on VIG RE reflect its core status to Austria-based W ener

St aedti sche Versicherung AG Vi enna I nsurance Goup (VIG parent and core

operating conpany; A+/Positive/--). VIGRE forns an integral part of VIGs

ri sk- nanagenent strategy and will be equipped with at |east strong
capitalization. The conpany predoninantly wites business emanating fromthe
group and mai ntai ns a conprehensive reinsurance program VIG RE' s investnent
strategy is focused on conservative and |liquid asset classes.

Maj or rating factors:

* VIVGRE is an integral part of VIG s risk-nanagenent strategy. VIG
recently set up VIGRE to nminimze the risk-transfer costs of the group's
primary insurance operations in a flexible and efficient way. VIG nanages
the conpany as a profit center and expects to make profits from 2009
onward. Administrative and investnment functions are outsourced to sister
conpani es within the group.

* The vast majority of VIG RE s business will emanate fromthe group
particularly in the first years of existence. Nevertheless, VIG RE al so
ainms to attract external reinsurance business. The ratings assune that
third-party business will renain bel ow 20% of gross prem uminconme 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 conprehensive rei nsurance program The conpany covers a
diversified portfolio by country and business |line. Although the conpany
benefits froma detail ed know edge of its group-internal prinary
busi ness, the retrocession programis expected to be set very
conservatively relative to its capital base. W expect the
retrocessionaires to be highly rated.

* VIG RE has sound liquidity. The conpany's asset base will likely conprise
a highly liquid bond portfolio. This should allow the conpany to neet
liabilities in a tinely manner. In addition, a credit |line has been set
up with a donestic bank. W al so expect that VIGw ||l nake additiona
liquidity available to VIG RE if necessary.

* VIG RE has strong capitalization and financial flexibility. W expect VIG
RE' s risk-based capitalization to be nmanaged at least in the 'A range,

reflected fromthe outset in its €100 mllion equity capital base. G ven
that VIG RE operates as a profit center and retains significant parts of
the risks underwitten, the conpany will likely remain securely

capitalized. W expect that the group will nake additional financial
resources available if needed.
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Research Update: Czech-Based Reinsurer VIG RE zajist'ovna a.s. Assigned 'A+' Ratings; Outlook Stable

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; |ocal
currency rating A+/ Stable/A-1). For nore details on these issuers, see the
full anal yses on "Wener Staedtische Versicherung AG Vi enna | nsurance G oup,"
and "Czech Republic," published on RatingsDirect on June 5, 2008, and Cct. 8,
2007, respectively.

The ratings could be lowered if VIGRE s third-party reinsurance busi ness
exceeded 20% of its gross prem umincone. Pressure on the ratings could also
cone from changes to the conpany's retrocessi on programor risk-based capita
or liquidity positions that woul d expose the bal ance sheet to greater risks
than currently factored into the ratings.

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

Ratings List
New Rati ng

VI G RE zajist'ovna a.s.
Counterparty Credit Rating A+/ St abl e/ - -
Fi nancial Strength Rating A+/ St abl e
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