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Overview

- Milli Re's capital and earnings could face material volatility in 2023, primarily from the Feb. 6
earthquakes in Turkey.

- However, we believe the company has adequate reinsurance arrangements with large
international reinsurers, which will absorb most of these claims; the net impact on Milli Re's
shareholder equity, though being material, would be manageable.

- The company continues to remain exposed to high inflation and foreign exchange risk in Turkey
that continue to affect its underwriting performance, although strong investment income has
helped the company report positive net earnings.

- We affirmed our 'trBBB-' rating on Milli Re.

Rating Action

On March 3, 2023, S&P Global Ratings affirmed its 'trBBB-' Turkey national scale rating on Milli
Reasurans T.A.S. (Milli Re).

Rationale

Based on the latest company-provided estimates of losses from the Feb. 6 earthquakes in Turkey,
we believe Milli Re's capital and earnings would face significant volatility in 2023. Still, we believe
the company has adequate retrocession protection backed by highly rated international
reinsurers, which will cover the majority of these claims. Based on initial estimates, the net impact
(after retrocession recovery) on Milli Re's books could be €40 million-€50 million. Despite having
large retrocession coverage, the net impact on the company is still material enough to cause a
deterioration of its capital adequacy. With shareholders' equity of about Turkish lira (TRY) 5 billion
(€250 million) as of Dec. 31, 2022, these (net) losses could still erode about 20% of Milli Re's equity
in 2023. Also, since these are initial loss estimates and could increase, we will continue to closely
monitor the impact on Milli Re's credit quality. We do not expect the losses from Milli Re's
subsidiary- Anadolu Anonim Turk Sigorta Sirketi to have a material impact on Milli Re's
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creditworthiness considering Anadolu also cedes a significant portion of its earthquake exposure
to the international market.

Turkey suffered from high inflation and currency devaluation in 2022. As a result, Milli Re's
operating performance worsened in 2022 with a net combined ratio of about 170%, the highest in
five years. We forecast that, with inflation lowering to about 40% in 2023 and 18% in 2024, Milli Re
will return to reporting net combined ratios within its historical 130%-150% range over
2023-2025. Nevertheless, the company has reported positive net income overall in the past five
years, which demonstrates its heavy reliance on investment income. In 2022, it reported a net
profit before tax of TRY889 million, mainly from strong investment income supported by the
revaluation of its real estate and other financial assets as well as high interest rates.

ESG credit indicators: E-3, S-2, G-3
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; or Stockholm (46) 8-440-5914
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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors.
S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be
distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings
fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for
certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as
well as any liability for any damage alleged to have been suffered on account thereof.

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. S&P’s opinions, analyses and rating acknowledgment 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. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
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obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is”
basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
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