Fitch Rates Rothesay's Proposed Tier 3 Notes 'BBB+'
Fitch Ratings - London - 08 July 2019:
Fitch Ratings has assigned Rothesay Life Plc's (Issuer Default Rating (IDR) A/Stable) proposed GBP300
million Tier 3 subordinated notes a 'BBB+' rating.
The proposed notes are rated two notches below Rothesay Life Plc's IDR: one notch for expected recovery
and one notch for moderate non-performance risk, in line with Fitch's notching criteria. The proceeds will be
used for general corporate purposes.
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The proposed notes will have a maturity of seven years and a fixed coupon. They will rank ahead of
ordinary shares and Solvency II Restricted Tier 1 and Tier 2 subordinated debt in the event of a winding-up,
but behind senior creditors. The level of subordination results in our baseline recovery assumption of 'below
average'.
The proposed notes will include a mandatory redemption deferral feature that would be triggered if the
company is unable to meet its solvency capital requirements. Fitch regards the mandatory redemption
deferral feature as leading to 'moderate' non-performance risk.
We have therefore notched down the ratings twice from Rothesay Life Plc's 'A' IDR, one notch for the 'below
average' recovery prospects and one notch for 'moderate' non-performance risk.
The proposed notes will qualify as Tier 3 capital under Solvency II and will be treated as 100% equity in
Fitch's Prism Factor-Based Model due to the application of the agency's regulatory override. However, given
that these notes are a dated instrument, they will be treated as 100% debt in Fitch's financial debt leverage
calculation.
We expect both the financial leverage ratio (FLR) and fixed charge coverage (FCC ) ratio to remain in line
with the company's ratings over the medium term. The proposed issuance will increase the FLR to 27% on
a pro-forma basis based on the financial year ended 31 December 2018 figures, which is close to
Rothesay's 30% FLR ratings sensitivity threshold. We expect the FCC ratio to reduce to around 5x (2018end: 6.5x).

Rating Sensitivities

The rating of the proposed notes is subject to the same sensitivities that may affect Rothesay's Long-Term
IDR (for more details, see Fitch Affirms Rothesay Life's 'A+' IFS Rating; Outlook Stable dated 21 June 2019
at www.fitchratings.com).
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Additional information is available on www.fitchratings.com
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SOLICITATION STATUS
The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer or a
related third party. Any exceptions follow below.

Endorsement Policy
Fitch's approach to ratings endorsement so that ratings produced outside the EU may be used by regulated
entities within the EU for regulatory purposes, pursuant to the terms of the EU Regulation with respect to
credit rating agencies, can be found on the EU Regulatory Disclosures page. The endorsement status of all
International ratings is provided within the entity summary page for each rated entity and in the transaction
detail pages for all structured finance transactions on the Fitch website. These disclosures are updated on a
daily basis.
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