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Research Update:

France-Based Groupama S.A.'s 'A+' Ratings
Affirmed; Outlook Stable

Rationale

On Tuesday, Cct. 14, 2008, Standard & Poor's Rating Services affirnmed its 'A+
counterparty credit and financial strength ratings on France-based insurer
Groupama S. A and its core entities. The outl ook is stable.
The ratings reflect the group's strong conpetitive position, strong
long-termfinancial flexibility, and strong operating perfornmance. Al so
i ncorporated into the ratings are G oupanma's continuous efforts in
stream ining the group's structure, and inproved strategic decision processes.
Partially offsetting these credit strengths is a weakened capital adequacy,
al beit still supported by strong reserving and reinsurance, and a still high
exposure to French property/casualty (P/C) risks.
Maj or rating factors:
« Strong conpetitive position. Goupana's conpetitive advantages incl ude
brand recognition, diversified distribution networks, w de product
ranges, and a large client base of 8 million. Al though reliance on the
French P/ C sector remains high, it is partially nmitigated by G oupama's
busi ness line diversification and increasing internationa
diversification. In 2008, G oupama acquired OTP Garantia in Hungary,
Asi ban in Romania, Guven in Turkey, and took a stake in Tunisian STAR
These acquisitions are further diluting G oupama's exposure to the French
mar ket, addi ng an estimated annual €600 million in prem uns. G oupana's
presence in French |life and savi ngs businesses is |ess
devel oped--relative to the potential for the group's network--but is
continuously growi ng, even amd difficult market conditions.
» Strong long-termfinancial flexibility. The group's virtual ability to
i ssue hybrid debt is strong owing to its current interest coverage
ratios. If the need arises, Goupama S.A is also ready for an I PO and
could al so consider opportunities for introducing other mnority
institutional shareholders. Financial flexibility is heavily constrained
by the current narket environment, but this is partially mtigated by |ow
external growth prospects for G oupama in 2009.
e« Strong operating performance. Operating perfornance has significantly
i mproved since 2005. The reported P/ C conbined ratio reached 99. 7% in
2007 thanks to a diversified business portfolio and an increasing
contribution frominternational subsidiaries. Albeit continuously
decreasing, still high expense ratios constrain the P/ C operating
performance. Acci dent and heal th adds good earnings diversification. The
total non-life conmbined ratio is slightly above 100% but remains within
the targeted range of 98% 102% The |ife busi ness adds noderate earni ngs
due to high exposure to traditional contracts, with stringent guarantees
and profit-sharing policies.
 Weakened capital adequacy, but still strong capitalization. The group has
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i nvested nore than €3 billion over the past two years in acquisitions.
These acqui sitions have wei ghed on capital adequacy due to the rel ated
substantial goodwill. Wile the hybrid debt of €1 billion issued in

Cct ober 2007 has all eviated pressure on capital adequacy, it could be
partially offset by the possible call of the €0.750 billion subordinated
debt in July 2009. Market conditions also weigh on capital adequacy ow ng
to a reliance on soft forns of capital. Capitalization is still strong,
however, supported by strong reserving and conservative reinsurance
practices.

Outlook

The stable outl ook on Groupama reflects our expectation of a strong operating
performance, strong conpetitive position, strong capitalization, and financial
flexibility over the long term

We expect the net non-life conbined ratio to renain | ower than 102%
excludi ng any change in non-life reserving practices. Life business'
profitability is expected to renmain noderate but steadily increase. Current
mar ket conditions are likely to weigh on earnings, but we expect a limted
i mpact on net earnings in 2008 and 2009.

Gowth in French P/C should be in line with the market in 2008 and 2009.
We expect the French life business to grow 3% to 5% in 2008 and 2009,
reflecting increasing efforts to pronote the savi ngs busi ness. External growth
is likely to be minimal in 2009, but should add 4%to 6%to overall premuns
in 2008.

We consider a revision of the outlook to positive unlikely for the group
with its current profile. Wt could revise the outlook to negative if any new
acquisition or other long-termpressure on capital adequacy is not funded in a
way to preserve capitalization. A long-termdeteriorati on of operating
performance outside of the group's targets or a failure to integrate the newly
acquired subsidiaries may also result in a revision of the outlook to
negati ve.
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