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Overview
- Royal London Mutual Insurance Society Ltd. (Royal London or the company) has a strong
market position and brand name in the U.K. life market.
- At the same time, the portfolio is relatively concentrated in terms of geography and sector.
- We are affirming our 'A' ratings on Royal London and our 'BBB+' ratings on the subordinated
notes it guarantees.
- The outlook is stable because we expect the company to profitably diversify and build scale
while maintaining its capital adequacy.
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Rating Action
On July 24, 2019, S&P Global Ratings affirmed its 'A' long-term issuer credit ratings on the
U.K.-domiciled Royal London Mutual Insurance Society Ltd. The outlook is stable.
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We also affirmed the 'BBB+' ratings on the subordinated instruments guaranteed by Royal
London.

Outlook
Our outlook on the ratings is stable. Over the next two years we expect Royal London to:
- Profitably diversify and build scale by increasing the contribution from its wealth-management
operations, and by continuing to develop its protection and direct propositions;
- Maintain life and pensions new business margins around or above 2%; and
- Preserve its high quality balance sheet and maintain strong risk controls.

Downside scenario
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We could lower the ratings over the next two years if:
- Royal London's competitive position and market share deteriorates compared with peers, for
example if its brand position weakens;
- We observe a drop in profitability, from which we do not anticipate a recovery, for example from
increased pressures on prices for a prolonged period of time;
- We see a substantial reduction in capital or a radical change in risk profile; or
- We lower our opinion of Royal London's financial flexibility, for example because of low
fixed-charge coverage ratios of below 4x.

Upside scenario
Our assessment of Royal London is constrained by its relatively narrow product profile and lack of
geographic diversification versus higher rated peers across Europe. As a result, we do not expect
to raise the ratings during the next two years.

Rationale
Our ratings on Royal London reflect its sound operating performance, despite the potential for
volatility; its high levels of capitalization; and its strong brand and market position in the U.K. life
sector. The mutual has a more focused geographic and sector portfolio than higher rated peers,
which tend to have diverse operations. We also view as limiting factors the potential capital and
earnings risks from the sizable pension scheme and indirect exposure to equities through its
with-profits funds.
Although we expect Royal London to generate sufficient earnings to meet future capital needs, as
a mutual it has limited external sources of capital and liquidity because it cannot access the
equity markets. It maintains high liquidity levels by adjusting assets to meet projected cash
requirements.

Ratings Score Snapshot
Business Risk Profile

Strong

Competitive position

Strong

IICRA

Low risk

Financial Risk Profile

Strong

Capital and earnings

Very Strong

Risk exposure

Moderately high

Funding structure

Neutral

Anchor*
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Modifiers
Governance

Neutral

Liquidity

Exceptional
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Issuer Credit Rating

A

*This is influenced by our view of Royal London's credit profile compared with most of its 'A' rated peers.

Related Criteria
- Criteria | Insurance | General: Insurers Rating Methodology, July 1, 2019
- General Criteria: Hybrid Capital: Methodology And Assumptions, July 1, 2019
- General Criteria: Group Rating Methodology, July 1, 2019
- General Criteria: Guarantee Criteria, Oct. 21, 2016
- General Criteria: Principles For Rating Debt Issues Based On Imputed Promises, Dec. 19, 2014
- Criteria | Insurance | General: Refined Methodology And Assumptions For Analyzing Insurer
Capital Adequacy Using The Risk-Based Insurance Capital Model, June 7, 2010
- General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Ratings List
Ratings Affirmed
Royal London Mutual Insurance Society Ltd.
Issuer Credit Rating
Local Currency

A/Stable/--

RL Finance Bonds 2 PLC
Junior Subordinated[1]

BBB+

RL Finance Bonds No. 3 plc
Subordinated[1]

BBB+

[1]Guaranteed by Royal London Mutual Insurance Society Ltd.

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. 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; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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