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Dagong Europe Assigns a Long-Term Credit Rating of ‘B+’
to Onix Asigurari S.A.

Dagong Europe has assigned a Long-Term Credit Rating of ‘B+’ and equivalent
Short-Term Credit Rating of ‘B’ to Romanian-based Onix Asigurari S.A. (Onix). The
Outlook is “Stable’.

RATING RATIONALE:

The Long-Term Credit Rating is based on an Insurer Financial Strength Rating
(IFSR) of ‘B+’ assigned to Onix. Our credit opinion is based on the following factors:

Strong solvency ratio and capitalization

Onix has a satisfactory capital ratio at 41.9%?* by YE18. Solvency Il ratio is 143.6%
by YE18 and remains relatively stable compared to YE17 (149.5%). We consider that
for the current size of the company, its capitalisation is a strength.

Satisfactory operational environment

The insurance industry for niche players like Onix that operates in the sector of A.15
products (Suretyship) benefits from a well-developed regulatory framework that
allows companies to operate in different countries within the EU supported by the
concept of ‘freedom to provide services’. This allows Onix to, despite having the legal
seat in Romania, be able to provide services across all EU countries based on the
Articles 26, 49 to 55 and 56 to 62 of the Treaty on the Functioning of the European
Union (TFEU). In this context, the operational environment applicable for Onix under
our assessment is based on the geographic distribution of its main client’s exposures.

Satisfactory competitive position

Onix has a satisfactory competitive position in its niche segment of Suretyship. We
consider that the specialisation that the company has been able to develop allows it to
actively compete in terms of pricing and response to potential clients, however in our
view, its size still limits the ability to compete against larger players. Nevertheless,
the company has been able to approach important corporate clients and extend
geographically underwriting policies in Poland and Greece.

Moderate development strategy

The company wants to continue growing in the EU market taking advantage of the
“freedom to provide services”. However, Onix faces fierce competition from larger
players in our view. By the end of 2019 Onix will have a full operating branch in Italy
(Rome) and also is planning to enter the Greek market, which will allow to improve
diversification and growth. However, because of its size, we consider that Onix has a
limited ability to compete in larger markets, which we view as a relative disadvantage
for its development strategy going forward.

! Dagong calculations, shareholders’ equity divided by total assets, adjusted for reinsurance assets and unit
linked assets.
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Strong liquidity

Onix maintains ‘Cash or cash equivalents’ enough to meet its short-term obligations. In 2018, cash equivalents amounted
to EUR 9.5Mn and the ratio of ‘Cash to Net Technical Reserves’ stood at 5.2% for YE18.

Corporate governance

Based on our analysis, we consider that Onix has a weakness in terms of corporate governance, based on still lack of
formalisation of detailed processes and information related to performance and risk management. We acknowledge that
the company has processes and a proper organizational structure in place but, we consider that, for the complexity of the
business in different countries and different legal frameworks, the company could improve the formalisation of internal
processes. Despite the above, we would expect an improvement on Corporate Governance in the medium term as a result
of better formalization of processes and risk management considering the expected growth and internationalisation.

Satisfactory profitability

Profitability remained satisfactory in 2018 with a return on equity above 10% and a combined ratio of 82%, however it
has been declining since 2016. This is due to higher expenses (technical reserves and reinsurance fees) following the
increase in gross premium written in the last years.

High investment portfolio concentration

Onix has single concentration of its investment portfolio. The company keeps all investments in only one asset class,
banks’ deposits, which amounted to EUR 21Mn by YE18 and represented about 62% of the total assets. Based on this,
we consider that investments concentration is very high.

RATING OUTLOOK

The stable outlook reflects our expectations that Onix will maintain or slowly grow its premium volumes and protect its
satisfactory competitive position in the Suretyship sector. We also expect the company to further develop and strengthen
its risk management practices, maintain its risk profile and preserve profitability. We also expect Sl solvency ratio to be
around 150% and the net combined ratio over the next three years to be below 80% (on average) and return on equity
around 15%.

We could consider a positive rating action if we see significant improvements in formalisation of processes (corporate
governance), and better diversification of the insurance and investment portfolio. We would consider a negative rating
action if we see weakening in capitalisation/solvency and profitability.

COMPANY PROFILE

Onix Asigurari S.A. is a small insurance company registered in Romania and based in Bucharest. Since 2012, due to the
change in the shareholders’ structure, the company underwrites exclusively insurance policies from class A.15 -
Suretyship. In 2014 the company was authorized by the Financial Supervisory Authority of Romania (ASF) to extend its
underwriting activity for class A.15 through a branch in Rome, Italy, which is planned to become operational by the end
of 2019. The company operates under the EU freedom to provide services (Directive of the Treaty on the Functioning of
the European Union (TFEU), Articles 26, 49 to 55 and 56 to 62) and it is allowed to operate in Austria, Bulgaria, Croatia,
France, Germany, Greece, UK, Italy, Poland, Portugal, Slovenia, Spain and Hungary.

FULL LIST OF SOLICITED RATINGS:

Onix Asigurari S.A.

Long-Term Credit Rating (FC&LC) B+
Outlook Stable
Short-Term Credit Rating (FC&LC) B
Insurer Financial Strength Rating (IFSR) B+

FC & LC: Foreign Currency and Local Currency

CRITERIA APPLIED

Criteria for Rating Insurance Companies (October 5" 2018)
Definitions: Credit Ratings and Other Analytical Products (August 15" 2018)
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OTHER REGULATORY DISCLOSURES

- The ratings above are solicited and therefore, Dagong has received compensation for providing these ratings.

- Indetermining the ratings, Dagong uses public and non-public information provided by the issuer, public information
from reliable third-party sources and internally developed models and analytical tools. Dagong’s analytical team does
not take into consideration sources of information deemed not reliable.

- This Rating Action Report was disclosed to the rated entity before being published. Dagong had provided the rated
entity a draft ahead of the publication to review for any factual errors and unintentional release of confidential
information. Dagong maintains full editorial control over the Rating Action Report, which represents its independent
opinion.

For any further information on criteria and procedures, please refer to the following links:
www.dagongeurope.com/rating criteria
www.dagongeurope.com/procedures

DISCLAIMERS

NO CONTENT (INCLUDING RATINGS, CREDIT-RELATED ANALYSES AND DATA, VALUATIONS, MODEL, SOFTWARE OR OTHER APPLICATION OR
OUTPUT THEREFROM) OR ANY PART THEREOF (“CONTENT”) MAY BE MODIFIED, REVERSE ENGINEERED, REPRODUCED OR DISTRIBUTED IN ANY
FORM BY ANY MEANS, OR STORED IN A DATABASE OR RETRIEVAL SYSTEM, WITHOUT THE PRIOR WRITTEN PERMISSION OF DAGONG EUROPE
CREDIT RATING SRL. DAGONG EUROPE CREDIT RATING SRL DOES NOT INTEND TO ASSUME, AND IS NOT ASSUMING, ANY RESPONSIBILITY OR
LIABILITY TO ANY PARTY ARISING OUT OF, OR WITH RESPECT TO, THIS CONTENT. THIS CONTENT IS NOT INTENDED TO, AND DOES NOT, FORM
A PART OF ANY CONTRACT WITH ANYONE, EITHER DIRECTLY OR INDIRECTLY. THE CONTENT SHALL NOT BE USED FOR ANY UNLAWFUL OR
UNAUTHORIZED PURPOSES. DAGONG EUROPE CREDIT RATING SRL DO NOT GUARANTEE THE ACCURACY, COMPLETENESS, TIMELINESS OR
AVAILABILITY OF THE CONTENT AND IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS (NEGLIGENT OR OTHERWISE), REGARDLESS OF THE
CAUSE, FOR THE RESULTS OBTAINED FROM THE USE OF THE CONTENT.

USERS OF RATINGS

USERS OF RATINGS SHOULD BE AWARE THAT DAGONG EUROPE CREDIT RATING SRL’S RATINGS ARE OPINIONS REFLECTING THE ABILITY OF AN
ENTITY OR A SECURITIES ISSUE TO MEET FINANCIAL COMMITMENTS SUCH AS INTEREST, PREFERRED DIVIDENDS AND REPAYMENT OF
PRINCIPAL, IN ACCORDANCE WITH THEIR TERMS. IN PARTICULAR, THE USERS OF RATINGS SHOULD BE AWARE THAT A CREDIT-RELATED AND
OTHER ANALYSES, INCLUDING RATINGS, AND STATEMENTS IN THE CONTENT ARE STATEMENTS OF OPINION AS OF THE DATE THEY ARE
EXPRESSED AND NOT STATEMENTS OF FACT. DAGONG EUROPE CREDIT RATING SRL’S OPINIONS, ANALYSES AND RATING ACKNOWLEDGEMENT
DECISIONS (DESCRIBED BELOW) ARE NOT RECOMMENDATIONS TO PURCHASE, HOLD OR SELL ANY SECURITIES OR TO MAKE ANY INVESTMENT
DECISIONS, AND DO NOT ADDRESS THE SUITABILITY OF ANY SECURITY.

THE CONTENT SHOULD NOT BE RELIED ON AND IS NOT A SUBSTITUTE FOR THE SKILL, JUDGMENT AND EXPERIENCE OF THE USER, ITS
MANAGEMENT, EMPLOYEES, ADVISORS AND/OR CLIENTS WHEN MAKING INVESTMENT AND OTHER BUSINESS DECISIONS. DAGONG EUROPE
CREDIT RATING SRL ASSUMES NO OBLIGATION TO UPDATE THE CONTENT FOLLOWING PUBLICATION IN ANY FORM OR FORMAT.

ISSUING RATINGS

CREDIT RATINGS DO NOT DIRECTLY ADDRESS ANY RISK OTHER THAN CREDIT RISK. IN PARTICULAR, RATINGS DO NOT DEAL WITH THE RISK OF
LOSS DUE TO CHANGES IN INTEREST RATES AND OTHER MARKET CONSIDERATIONS. DAGONG EUROPE CREDIT RATING SRL CANNOT
GUARANTEE THE FULL ACCURACY OF ALL INFORMATION PROVIDED BY AN ENTITY FOR THE RATING PROCESS.

IN ISSUING AND MAINTAINING ITS RATINGS, DAGONG EUROPE CREDIT RATING SRL RELIES ON FACTUAL INFORMATION IT RECEIVES FROM
ISSUERS AND UNDERWRITERS AND FROM OTHER SOURCES DAGONG EUROPE CREDIT RATING SRL BELIEVES TO BE CREDIBLE. DAGONG EUROPE
CREDIT RATING SRL DOES NOT PERFORM AN AUDIT AND UNDERTAKES NO DUTY OF DUE DILIGENCE OR INDEPENDENT VERIFICATION OF ANY
INFORMATION IT RECEIVES. WHERE DAGONG EUROPE CREDIT RATING SRL DECIDES, AT ITS OWN DISCRETION, TO PERFORM AN ENHANCED
FACTUAL INVESTIGATION OR AN INDEPENDENT VERIFICATION ON THE INFORMATION RECEIVED, THE USERS SHOULD BE AWARE THAT NEITHER
AN ENHANCED FACTUAL INVESTIGATION NOR ANY THIRD-PARTY VERIFICATION CAN ENSURE THAT ALL OF THE INFORMATION DAGONG
EUROPE CREDIT RATING SRL RELIES ON IN CONNECTION WITH A RATING WILL BE ACCURATE AND COMPLETE. ULTIMATELY, THE ISSUER AND
ITS ADVISERS ARE RESPONSIBLE FOR THE ACCURACY OF THE INFORMATION THEY PROVIDE TO DAGONG EUROPE CREDIT RATING SRL AND TO
THE MARKET IN OFFERING DOCUMENTS AND OTHER REPORTS.

RELATIONSHIP WITH ANY ISSUER

DAGONG EUROPE CREDIT RATING SRL DOES NOT HAVE A FIDUCIARY RELATIONSHIP WITH ANY ISSUER, SUBSCRIBER OR OTHER INDIVIDUAL.
NOTHING IS INTENDED TO OR SHOULD BE CONSTRUED AS CREATING A FIDUCIARY RELATIONSHIP BETWEEN DAGONG EUROPE CREDIT RATING
SRL AND ANY ISSUER OR BETWEEN DAGONG EUROPE CREDIT RATING SRL AND ANY USER OF ITS RATINGS. RATINGS MAY BE CHANGED,
QUALIFIED, PLACED ON RATING WATCH OR WITHDRAWN AS A RESULT OF CHANGES IN, ADDITIONS TO, CORRECTNESS OF, UNAVAILABILITY OF
OR INADEQUACY OF INFORMATION OR FOR ANY REASON DAGONG EUROPE CREDIT RATING SRL DEEMS SUFFICIENT.

DAGONG EUROPE CREDIT RATING SRL DOES NOT PROVIDE TO ANY PARTY ANY CONSULTANCY SERVICE, FINANCIAL ADVICE OR LEGAL,
AUDITING, ACCOUNTING, APPRAISAL, VALUATION OR ACTUARIAL SERVICES. ARATING SHOULD NOT BE VIEWED AS AREPLACEMENT FOR SUCH
ADVICE OR SERVICES. THE ASSIGNMENT OF ARATING BY DAGONG EUROPE CREDIT RATING SRL SHALL NOT CONSTITUTE CONSENT BY DAGONG
EUROPE CREDIT RATING SRL TO USE ITS NAME AS AN EXPERT IN CONNECTION WITH ANY REGISTRATION STATEMENT, OFFERING DOCUMENT
OR OTHER FILINGS UNDER ANY RELEVANT SECURITIES LAWS.
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