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Research Update:
Ecclesiastical Insurance Office PLC Outlook

Revised To Positive; 'A-' Ratings Affirmed

Rationale

On Jan. 21, 2008, Standard & Poor's Ratings Services revised the outl ook on
the long-termcounterparty credit and insurer financial strengths ratings on
U. K. -based non-life insurer Ecclesiastical Insurance Ofice PLC and on its
subsidiary Ansvar Insurance Limted to positive fromstable. This reflects our
expectation that continued strong cross-cycle performance may pernit an
upgrade in the nediumterm At the same tinme, we affirmed the 'A-' ratings on
Eccl esiastical and the 'BBB+' ratings on Ansvar.

The ratings reflect the conpany's strong capitalization, strong operating
perfornmance, and strong conpetitive position. These positive factors are
partially offset by the conpany's investnent strategy, which exposes it to
rel atively high investnent |everage.

Eccl esiastical's strong capitalization is based on its very strong
ri sk-based capital adequacy, a strong track record of reserving, and prudent
reinsurance protection. This is sonewhat mitigated, however, by a dependence
on the availability of reinsurance protection, and by the extensive use of
preference stock within its capital structure

The conpany's strong operating performance reflects our increasing
confidence in Ecclesiastical's ability to achieve strong cross-cycle results
with limted underwiting volatility. Following five reported years
(2002-2006) of strong underwiting perfornmance and four years of overal
profitability and very strong returns on equity and on revenue, performance in
2007 was severely affected by weather-related and theft-of-netal |osses.
Nevert hel ess, underlying underwiting profitability has been mai ntai ned,
al beit at a |ower margi n because of price conpetition. Wth this conpetition
likely to persist into 2008, we expect the company to use its strong
conpetitive position and underwiting discipline to keep further margin
erosion to a mini mum

Ecclesiastical is a mdsize non-life insurer with a strong conpetitive
position centered on U K specialist property. The conpany has been focusing
increasingly on its core specialist operations in recent years, and we expect
it to continue to do so.

Eccl esi astical has a consistently high exposure to equities, which
results in relatively high investnment |everage. The risk of this investnent
strategy is noderated, however, by the conpany's very strong capital adequacy.

Outlook

The positive outlook reflects Standard & Poor's expectation that
Eccl esiastical's senior managenent teamw || extend its track record of
prudent growt h and devel opnent of core U. K specialist property lines, while
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di splaying strategic clarity of purpose in their other activities. Overall, we
expect to see fundamentally strong and stabl e earni ngs throughout the econonic
and business cycles, with results that tend to be above average for their
sectors and which, in the absence of exceptional events, will display
consistently profitable underwiting results. Meanwhile, we expect nanagenent
to maintain the investnent strategy, with the still sonmewhat aggressive nature
of the exposure to equity markets mitigated by consistently strong risk-based
capital ratios that support a higher rating.

Over the two-year rating horizon, the ratings may be raised if
Eccl esi astical continues to deliver strong cross-cycle performance in |ine
wi th our expectations and without any appreciable increase in risk appetite or
relative risk exposure. If our expectations prove to be optinmistic, it is
probabl e that the outl ook would revert to stable at the current rating |evel.

Ratings List

To From
Eccl esi astical Insurance O fice PLC
Counterparty credit rating

A-/Positivel-- A-/ Stabl ef - -
Insurer financial strength rating
A-/Positive A-/ Stabl e

Ansvar |nsurance Limted
Counterparty credit rating

BBB+/ Posi tive/ - - BBB+/ St abl e/ - -
Insurer financial strength rating
BBB+/ Posi tive BBB+/ St abl e

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

Ratings information is available to subscribers of RatingsDirect, the

real -ti ne Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at ww.ratingsdirect.com It can also be found on Standard &
Poor's public Wb site at www 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 Hotline
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow (7) 495-783-4017. Menbers of the nedia
may al so contact the European Press Ofice via e-mail on

nmedi a_eur ope@t andar dandpoor s. com
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