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Overview

- During the past two years, Nordic insurance company Alandia has taken actions to remediate
its technical underperformance, which led to improved underwriting results that we expect will
continue.

- Alandia's capital adequacy has also proven resilient to market volatility and its buffer over our
'AAA' benchmark has remained comfortable.

- As a result, we have revised our outlook on Alandia to stable from negative and affirmed our 'A-'
ratings.

- The stable outlook indicates our expectation that Alandia can maintain its current underwriting
performance, robust capital comfortably exceeding our 'AAA' benchmark, and investment risk
appetite.

Rating Action

On Oct. 4, 2022, S&P Global Ratings revised its outlook on Finland-based property/casualty
insurance provider, Alandia Forsakring Abp, to stable from negative. At the same time, we affirmed
our 'A-' financial strength and long-term issuer credit ratings on Alandia.

Rationale

In the first half of 2022, Alandia's technical result improved to around €6 million, with the
combined (loss and expense) ratio at about 81%. We understand the sale of Alandia's statutory
accident portfolio to LocalTapiola General Mutual Insurance Co. contributed to this positive
development. Excluding the transfer, however, the combined ratio still showed an improvement to
92% from 106.7% in the first half of 2021. The overall net result for the period was about €1,5
million, including a negative investment return at about 0.6%. We anticipate that management will
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deliver on its strategic initiatives and report a net combined ratio of 95%-96% throughout
2022-2024. That said, we believe the group's business profile is now narrower because of recent
divestments, which could result in more volatile operating performance.

This performance contrasts with Alandia's results over the past few years. Heightened claims
activity put pressure on Alandia's technical performance in 2018 and 2019. This prompted the
group to implement changes to its underwriting, loss-prevention, and claims processes. In our
view, these measures, combined with a general hardening of the marine insurance market, have
notably improved Alandia's underwriting profitability. Yet, after a solid performance in 2020 with a
combined ratio of 95%, Alandia's underwriting result in 2021 was disappointing, owing chiefly to
an increase in the number of semi-large claims in the hull and machinery book during the first
three quarters. Alandia's bottom-line result remained robust however, since the poor underwriting
result was offset by a strong investment return, resulting in net profit of about €17.5 million.

Alandia's key rating strength remains its solid excess capital above the 'AAA' confidence level in
our risk-based capital model. We view as positive that the company's capitalization has remained
stable even through the COVID-19 pandemic-related market volatility. Nevertheless, we believe
that present external market conditions could still cause volatility in capital and earnings, since
the group's investment portfolio has a larger share of equities, real estate, and private funds than
many of its peers'. Alandia also has a significant amount of outstanding hybrid debt, which if not
replaced by other forms of capital at maturity, would put pressure on its capital position. Alandia,
however, intends to replace outstanding hybrids with retained earnings as they expire

Outlook

The outlook is stable because we expect that, over our two-year outlook horizon, Alandia can
maintain its current underwriting performance and robust capital comfortably exceeding our 'AAA'
benchmark. We also anticipate no increase in Alandia's investment risk appetite from the current
level.

Downside scenario

We could lower the ratings over the next two years if:

- Contrary to our expectations, Alandia's capital position fell below the 'AAA' benchmark in our
risk-based capital model for a prolonged period of time;

- Alandia's underwriting performance drops and stays below our base-case expectations; or

- We observe fresh significant investment risk-taking, or high volatility in the group's investment
result.

Upside scenario

We are unlikely to raise our ratings in the next two years, primarily because Alandia's business
profile is constrained by the limited scale of its operations and low geographic and product
diversity.
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Environmental, Social, And Governance:

ESG credit indicators: E-2, S-2, G-2

Ratings Score Snapshot

To From

Financial Strength Rating A- A-

Outlook Stable Negative

Anchor* a- a-

Business Risk Profile Satisfactory Satisfactory

IICRA Intermediate Intermediate

Competitive position Satisfactory Satisfactory

Financial Risk Profile Strong Strong

Capital and earnings Very strong Very strong

Risk exposure Moderately high Moderately high

Funding structure Neutral Neutral

Modifiers

Governance Neutral Neutral

Liquidity Exceptional Exceptional

Comparable ratings analysis 0 0

*This is influenced by our view of Alandia's capital surplus above the 'AAA' level according to our
model. IICRA--Insurance Industry And Country Risk Assessment.

Related Criteria

- General Criteria: Hybrid Capital: Methodology And Assumptions, March 2, 2022

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

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

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

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

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

Ratings Affirmed; Outlook Action

To From

Alandia Forsakring Abp

Issuer Credit Rating

Local Currency A-/Stable/-- A-/Negative/--

Financial Strength Rating

Local Currency A-/Stable/-- A-/Negative/--

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. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.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; or Stockholm (46) 8-440-5914
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