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Research Update:

Russian Reinsurer Unity Re Assigned 'BB-',
'ruAA-' Ratings; Outlook Stable

Rationale

On Sept. 4, 2008, Standard & Poor's Ratings Services assigned its 'BB-'
long-termcounterparty credit and insurer financial strength ratings and its
"ruAA-' Russian national scale rating to Russian reinsurer Unity Re. The
outl ook is stable.

The ratings are based on the conmpany's good capitalization and good
gquality of fixed-income investnents. These positive factors are partly of fset
by the high industry risk of operating in the Russian Federation (foreign
currency BBB+/ Positive/A-2; |ocal currency A-/Positivel/A-2; Russia national
scale rating 'ruAAA' ), conbined with Unity Re's nargi nal conpetitive
advantages and limted operating performance track record.

Unity REis a snmall regional reinsurer based in Moscow with gross prem um
i ncone of Russian ruble 401.5 million in 2007.

Unity Re's conpetitive advantages are margi nal when stacked agai nst the
high industry risk in Russia.

Unity Re ranks sixth anong specialist Russian reinsurers and 10th anong
all conmpanies in Russia witing reinsurance in terns of gross pren uns
witten. However, Unity Re's overall market share was only a nodest 1% for
2007, though this is typical for specialist reinsurers in Russia.

Unity Re operates primarily in Russia (85% of gross prem umincone), but
al so across countries in the Conmonweal th of |ndependent States (CIS) and
el sewhere.

Unity Re is exposed to high industry risk in Russia and the CI'S insurance
and reinsurance sectors as a result of the relatively imuature state of their
i nsurance nmarkets, regulatory systens, and accounting standards.

VWil e operating performance is adequate, reflecting good profits for the
| ast three years, the conpany has a limted track record in generating
sust ai ned positive profit.

The conpany benefits from good capitalization, capital adequacy, and
rei nsurance protection.

Unity Re's investment policy is constrained by the quality of assets
available in Russia. Unity Re's investnents are regarded as nmarginal, although
the quality of its fixed-incone investnents is good, with a rated portfolio of
bonds and bank deposits.

Outlook

The stable outlook reflects our expectation that Unity Re will preserve its
conpetitive position, maintain a good | evel of capital adequacy--despite the
conpany's growt h--and that the conpany will maintain its investnment portfolio
quality.
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We woul d consider revising the outlook to positive if Unity Re devel ops
stronger conpetitive advantages and if the sharehol ders show continued capita
support for the conpany.

Conversely, any significant and sustained deterioration in earnings,
capitalization, or investnent portfolio quality could |ead to negative rating
actions.

Ratings List

Counterparty credit rating BB-/ St abl e/ - -
I nsurer financial strength rating BB-/ St abl e
Russi a national scale rating r uAA-

Additional Contact:
Insurance Ratings Europe;Insurancelnteractive_Europe@standardandpoors.com

Ratings information is available to subscribers of RatingsDirect, the

real -ti me Web-based source for Standard & Poor's credit ratings, research, and
ri sk analysis, at ww. ratingsdirect.com It can also be found on Standard &
Poor's public Wb site at ww. st andardandpoors. com sel ect your preferred
country or region, then Ratings in the left navigation bar, followed by Credit
Rati ngs Search. Alternatively, call one of the follow ng Standard & Poor's
nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow (7) 495-783-4017.
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