
 

 

 

 

Moody’s assigned expected rating on hybrid 

bonds issued by Generali Finance B.V.  

 

Trieste – Moody’s assigned the expected Ba1(hyb) rating on the Fixed-Floating Rate 

Perpetual notes placed on November 14 by Generali Finance B.V. and guaranteed by 

Assicurazioni Generali SpA. 

 

Moody's has also assigned a (P)Ba1 junior subordinated rating to the Euro Medium Term 

Note (EMTN) program of Generali Finance B.V. and Assicurazioni Generali SpA. 

 

Please find attached Moody’s original press release 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

THE GENERALI GROUP  

 

The Generali Group is one of the largest global insurance providers with 2013 total premium 

income of €66 billion. With 77,000 employees worldwide serving 65 million clients in more than 

60 countries, the Group occupies a leadership position on West European markets and an 

increasingly important place on markets in Central Eastern Europe and Asia. 
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Rating Action: Moody's rates Generali Finance B.V.'s undated subordinated
bonds Ba1(hyb)

Global Credit Research - 18 Nov 2014

London, 18 November 2014 -- Moody's Investors Service has today assigned a Ba1(hyb) rating to the undated
junior subordinated bonds issued by Generali Finance B.V. and guaranteed by Assicurazioni Generali S.p.A.
(rated Baa1 for insurance financial strength rating, stable outlook). Moody's has also assigned a (P)Ba1 junior
subordinated rating to Generali Finance B.V. and Assicurazioni Generali S.p.A.'s Euro Medium Term Note (EMTN)
program.

RATINGS RATIONALE

The Ba1(hyb) rating of the bonds issued by Generali Finance B.V. is three notches below Assicurazioni Generali
S.p.A.'s insurance financial strength rating and reflects the combination of (i) the junior subordination of the bonds
(ii) the optional and mandatory weak coupon deferral mechanisms, (iii) the cumulative nature of deferred coupons,
in case of deferral, (iv) the temporary loss absorption features of the bond, (v) the variation and substitution
language included in the documentation and (vi) the unconditional and irrevocable guarantee from Assicurazioni
Generali S.p.A..

The new bonds are undated junior subordinated bonds. They will rank junior to senior bonds and to all dated
subordinated bonds, and senior to all classes of shares. They will rank pari passu with all outstanding perpetual
hybrid obligations issued by Generali Finance B.V. and by Assicurazioni Generali S.p.A. (together, "Generali").

Moody's indicates that the new instrument allows the issuer to defer interest payment on any interest payment
date notably if, during the previous 6-month period (or 3-month for securities other than shares where
remuneration is paid every 3 months), no dividend on any class of shares was declared or paid or any class of
shares was repurchased and if no coupon was paid on pari passu securities or no pari passu securities was
repurchased or redeemed (save for certain exceptions). The instrument also contains mandatory interest deferral
triggers, notably based upon breach of solvency requirements. Under the existing EU Solvency I rules, Moody's
regards this trigger as weak, and Moody's will evaluate the strength of this trigger when Solvency II is activated.

However, any deferred interest payment, optional or mandatory, will constitute arrears of interest and remains due
by Generali at a future date (cumulative coupon deferral mechanism).

The new bonds also include a temporary principal write-down mechanism, according to which, if the solvency ratio
of Assicurazioni Generali S.p.A. falls below 100% after losses, Generali's obligation to repay the principal and the
coupons would be deferred. The obligation to repay principal would then be reinstated if the solvency ratio
increased again to at least 100%, or upon early redemption or at liquidation of the company. Interest will continue
to accrue on the nominal value of the bonds.

Furthermore, the documentation of the bonds allows Generali to redeem, exchange or vary the terms of the
securities under certain circumstances, including the situations where, as a result of change in regulation, the
instrument would no longer qualify as regulatory capital under Solvency I, or if the newly issued instrument would
not be recognized as Tier 1 capital under the grandfathering provisions of the Solvency II framework.

According to the currently available rules for grandfathering subordinated debts, the bonds should be
grandfathered as Tier 1 capital under Solvency II, for up to 10 years after the implementation date of the new
regime. However, Moody's mentions that after 10 years, the debt would not meet the current criteria for eligibility
as regulatory capital. Therefore, should the debt not be called and remain outstanding at that time, Generali would
have the option to vary the terms of the bonds. Moody's mentions that, according to the documentation, in case of
exchange or variation, the terms cannot be changed in a way that is materially adverse to the investor, after
consultation of an independent investment bank. Nonetheless, Generali would be allowed to include a new
principal write-down or conversion into shares mechanism based on an objective and measurable trigger. Moody's
believes that the new capital requirements under Solvency II could represent a basis for such an objective and
measurable trigger. The Ba1(hyb) rating on the bonds reflects Moody's opinion that there is currently a low
probability that the security is not called before the end of the grandfathering period and that the terms of the bonds



are varied in a way which would be materially adverse to investors and which would impact the rating of the
bonds.

The proceeds of the issuance will be used by Generali to buy back existing perpetual hybrid securities callable in
2016 and 2017. Moody's says that it considers the combination of the buy back and of the new issuance to be
credit positive as it reduces future refinancing risk for Generali with no impact on its financial leverage.

Commenting on the (P)Ba1 junior subordinated EMTN rating for "more deeply subordinated bonds" to be issued
under Generali's program, Moody's says that the rating reflects the expected ranking of these bonds, their
expected deferral coupon mechanisms and their expected variation and exchange language. Nonetheless, ratings
on individual bonds issued under the program will be subject to Moody's review of the terms and conditions of the
notes.

WHAT COULD CHANGE THE RATING UP/DOWN

Commenting on what could change the debt rating up or down, Moody's mentions that, as the debts are notched
down from Assicurazioni Generali S.p.A.'s insurance financial strength rating, any change in this rating would
affect the debt ratings.

Upwards pressure on Assicurazioni Generali S.p.A.'s insurance financial strength rating could develop following
(1) an improvement in the credit quality of Italy; (2) a continued improvement of the group's solvency and/or a
significantly lower exposure to Italian assets; (3) improvements of the financial flexibility, notably through
improvements in earnings coverage.

Downwards pressure on Assicurazioni Generali S.p.A.'s ratings could develop following (1) a deterioration in the
credit quality of Italy; (2) a material deterioration of solvency or a higher exposure to Italian assets; (3) a
deterioration in operating performance also resulting in a deterioration in the group's financial flexibility; or (4) a
deterioration in the cash flows at the holding, for example with a significant reduction in the cash flow coverage
below 2x and/or a significant reduction on the cash flows from the (re)insurance business.

RATING LIST

The following rating has been assigned with a stable outlook:

Generali Finance B.V. -- backed junior subordinated rating at Ba1(hyb).

The following ratings have been assigned:

Generali Finance B.V. -- backed junior subordinated EMTN rating at (P)Ba1;

Assicurazioni Generali S.p.A. -- junior subordinated EMTN rating at (P)Ba1.

PRINCIPAL METHODOLOGIES

The methodologies used in this rating were Global Life Insurers published in August 2014, and Global Property
and Casualty Insurers published in August 2014. Please see the Credit Policy page on www.moodys.com for a
copy of these methodologies.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will



action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATION") MAY INCLUDE MOODY'S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN
ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSO
INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR



COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND
CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT
RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR
ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH
DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

 

MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY'S CREDIT
RATINGS OR MOODY'S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT.

 

All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing
the Moody’s Publications.

 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to
use any such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited
to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial
instrument is not the subject of a particular credit rating assigned by MOODY’S.

 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers,



arising from or in connection with the information contained herein or the use of or inability to use any such
information.

 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER
WHATSOEVER.

 

MIS, a wholly-owned credit rating agency subsidiary of Moody’s Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and
Shareholder Affiliation Policy."

 

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or
Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY'S that you are, or are
accessing the document as a representative of, a "wholesale client" and that neither you nor the entity you
represent will directly or indirectly disseminate this document or its contents to "retail clients" within the meaning of
section 761G of the Corporations Act 2001. MOODY'S credit rating is an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to
retail clients. It would be dangerous for "retail clients" to make any investment decision based on MOODY'S credit
rating. If in doubt you should contact your financial or other professional adviser.
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