STANDARD
APOOR’S

Global Credit Portal

RatingsDirect®

April 27, 2011

Research Update:

Outlook On Four Subsidiaries Of
Tokio Marine & Nichido Fire
Insurance Co. Ltd. Revised To
Negative; Ratings Affirmed

Primary Credit Analyst:
Shanshan Yang, New York (1) 212-438-3773;shanshan_yang@standardandpoors.com

Secondary Contacts:
Taoufik Gharib, New York (1) 212-438-7253;taoufik_gharib@standardandpoors.com
Bob Roseman, New York (1) 212-438-7236;robert_roseman@standardandpoors.com

Table Of Contents

Overview

Rating Action

Rationale

Outlook

Related Criteria And Research

Ratings List

www.standardandpoors.com/ratingsdirect 1
869976 | 301033869



Research Update:

Outlook On Four Subsidiaries Of Tokio Marine
& Nichido Fire Insurance Co. Ltd. Revised To
Negative; Ratings Affirmed

Overview

e Standard & Poor's Ratings Services has revised its outl ook on Japan to
negative from stabl e.

* As a result, we have revised our outlooks on four of the overseas
subsi diaries of Tokio Marine & Nichido Fire Insurance Co. Ltd. to
negative from stable.

« The ratings on these subsidiaries are constrained by the | ong-term
sovereign rating on their parent conpany, as their business franchises
and assets are highly concentrated in Japan

* W have also affirmed the ratings on these conpanies.

Rating Action

On April 27, 2011, Standard & Poor's Ratings Services revised its outlook on
four of the overseas insurance subsidiaries of Japan-based Tokio Marine &

Ni chido Fire Insurance Co. Ltd. (TMNF) to negative fromstable. The four

i nsurance conpanies are Tokio M Il ennium Re Ltd., Tokio Mrine Financi al
Solutions Ltd., Philadel phia Indemity Insurance Co., and Phil adel phi a

I nsurance Co. At the sanme tine, Standard & Poor's affirmed its 'AA-' financial
strength rating on Tokio MIlenniumRe Ltd., 'AA-' counterparty credit rating
on Tokio Marine Financial Solutions Ltd., and ' A+ counterparty credit and
financial strength ratings on Phil adel phia I ndemity Insurance Co. and

Phi | adel phi a I nsurance Co.

Rationale

This rating action follows the revision of the outl ook on Japan

(AA-/ Negative/ A-1+) to negative fromstable earlier today (see "Qutl ook On
Japan Sovereign Credit Rating Revised To Negative; Ratings Affirnmed At
"AA-/A-1+'" for further details).

The ratings on these conpanies are constrained by the | ong-term sovereign
rati ng on Japan, as their parent conpany holds a high percentage of donestic
assets in their portfolios and because their business is concentrated in the
donestic Japan nmarket. Tokio MIlenniumRe Ltd. is rated the sanme as its
parent because of an explicit guarantee and the significant role it plays in
di versi fying TMNF' s cat astrophe exposure wi th non-Japanese exposures. It does
so by providing traditional reinsurance policies and through purchasing
cat ast rophe bonds. The rating on Toki o Marine Financial Solutions is based on
a strongly worded net-worth-naintenance agreenent. The ratings on Phil adel phia
Indemity Insurance Co. and its sister conpany, Phil adel phia Insurance Co.,
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are based on their strategic inportance to TMNF, which nmakes for an uplift in
the ratings. According to our criteria, the ratings on these entities are
capped at one notch below the ratings on the core group nenbers.

Outlook

There is little likelihood that we will raise the ratings on these
insurers--even if they greatly enhance their financial profiles--as |ong as
the ratings and outl ook on Japan remai n unchanged. Conversely, if Standard &
Poor's lowers its ratings on Japan, we will likely lower our ratings on these
i nsurers.

Related Criteria And Research

e Qutl ook On Japan Sovereign Credit Rating Revised To Negative; Ratings
Affirmed At 'AA-/A-1+, April 27, 2011.

» Qutl ooks On Hong Kong And Si ngapore Subsidiaries OF Toki o Marine Revised
To Negative After Japan Sovereign Action, April 27, 2011.

» Qutl ooks On Ei ght Japanese Insurers Revised To Negative Fol |l ow ng
Sovereign Qutl ook Revision; Ratings Affirmed, April 27, 2011.

e Group Methodol ogy, April 22, 2009.

Ratings List

Ratings Affirmed; Qutl ook Action
To From
Tokio M Il ennium Re Ltd.
Financial Strength Rating
Local Currency AA-/ Negati ve/ - - AA-/ St abl e/ - -

Phi | adel phia I ndemity Insurance Co.
Phi | adel phi a | nsurance Co.
Counterparty Credit Rating
Local Currency A+/ Negati ve/ - - A+/ St abl e/ - -
Fi nancial Strength Rating
Local Currency A+/ Negati ve/ - - A+/ St abl e/ - -

Toki o Marine Financial Solutions Ltd.
Counterparty Credit Rating
Local Currency AA-/ Negativel/ A-1+ AA-/Stable/ A 1+

Conpl ete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obalcreditportal.com Al ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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