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These strengths are partially mitigated by lower than expected profitability for its rating level,
a business profile with a concentration on the liability side of a legacy portfolio of long-term
care (LTC) business and variable annuities (VA) with guaranteed benefits, and the company's
level premium term life (”XXX”) and no-lapse universal life insurance (”AXXX”) business that
was written before the introduction of principle based reserving extensively use captives,
which weaken the quality of reserves, asset quality, and regulatory capital on a consolidated
basis. While Aegon USA has lowered the risk profile of its VA, LTC and AXXX businesses by
concentrating new sales in de-risked products, and its substantial hedging strategies, it still
has material exposure to earnings, capital management and asset liability management
challenges associated with these inforce blocks with long-term guarantees.
Exhibit 1

Modest profitability in core businesses
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Moody's A1 insurance financial strength (IFS) rating (stable outlook) of three operating life
insurance companies in the Aegon USA Life Group (Aegon USA - i.e., Transamerica Life
Insurance Company (TLIC), Transamerica Premier Life Insurance Company, and Transamerica
Financial Life Insurance Company) is based on its well established positions in the US life
insurance and asset accumulation businesses including individual and employee workplace
markets. The rating also reflects the company's utilization of diversified distribution
channels, its diversified earnings that benefit from economies of scale, and a stable capital
position. Aegon USA continues to make progress to increase profitability and leverage its
market positions, grow its individual and workplace businesses in its core markets while
investing in programs to improve its back office operations (i.e. an administrative services
agreement with Tata Consultancy Services Limited (A3 stable) and LTCG Holding Corp
(LTCG) (unrated)).
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Credit strengths
» Broad product offering and leading positions in the domestic life insurance and accumulation businesses
» Well diversified business lines, product offerings, and distribution channels
» Generally good statutory net capital generation

Credit challenges
» Sizable use of captives, weakening the quality of reserves, and regulatory capital
» Rationalization of products and distribution channels including the implications from the proposed new SEC investment advice
standard, as well as potential new state regulations.
» Potential parent company calls on capital, given public shareholder pressures and holding company needs
» Modest profitability which includes managing its exposure to equity market volatility through its variable annuity business and the
downward pressure on margins in its legacy LTC business

Outlook
The stable outlook on Aegon USA reflects its leading market positions in well diversified business lines and distribution channels
partially offset by weaker (for the rating) quality of capital from the use of captives and lower than expected profitability. Items to
watch for include the impact on the potential for calls on capital from parent company, volatility in profitability and capital adequacy
from exposure to equity markets and low interest rates, and the continued transition and integration of administrative services with
Tata Consultancy Services and LTCG.

Factors that could lead to an upgrade
» Return on statutory capital (ROC) of the US operations consistently above 8% with a sustained reduction in volatility
» Materially less reliance on reinsurance captives from current levels in the US (as measured by total reserve credit and modco
reserves)
» Consolidated total leverage at Aegon group below 25% and earnings coverage consistently above 8x

Factors that could lead to a downgrade
» Return on statutory capital (ROC) of the US operations consistently below 4%
» Combined NAIC RBC ratio of less than 350% (CAL), after adjustment for intercompany loans and reinsurance captives
» Consolidated group financial leverage at Aegon group sustainably above 30% and earnings coverage consistently below 4x

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Key indicators
Exhibit 2

Aegon USA Life Group (Cons)
Aegon USA Life Group (Cons) [1][2]

As Reported (US Dollar Millions)
Total Assets
Total Shareholders' Equity
Net income (loss) attributable to common shareholders
Total Revenue
Moody's Adjusted Ratios
High Risk Assets % Shareholders' Equity
Goodwill & Intangibles % Shareholders' Equity[3]
Shareholders' Equity % Total Assets
Return on avg. capital (1 yr. avg ROC)
Sharpe Ratio of ROC (5 yr. avg)
Financial Leverage[3]
Total Leverage[3]
Earnings Coverage (1 yr.)[3]
Cash Flow Coverage (1 yr.)[3]

2018

2017

2016

2015

2014

201,204
9,200
(684)
26,674

217,573
8,656
407
10,521

213,801
8,568
1,098
29,651

207,850
8,801
199
29,686

209,140
9,532
894
37,972

81.3%
58.9%
5.3%
-6.4%
52.5%
31.2%
39.9%
2.6x
NA

83.5%
52.3%
4.8%
6.2%
168.9%
32.5%
40.4%
6.9x
NA

92.6%
58.0%
4.6%
7.5%
126.9%
31.0%
39.3%
3.0x
NA

89.6%
52.4%
4.8%
0.1%
11.7%
22.5%
32.8%
-0.9x
NA

75.5%
47.4%
5.2%
9.8%
30.8%
22.0%
33.2%
4.4x
NA

[1]Information based on SAP financial statements as of Fiscal YE December 31.
[2]Certain items may have been relabeled and/or reclassified for global consistency.
[3]Information based on IFRS financial statements of AEGON N.V. as of Fiscal YE December 31.
Source: Moody’s Investors Service

Profile
Aegon USA is the wholly-owned US life insurance operation of the Netherlands-based Aegon N.V. (Aegon; senior debt A3, Stable)
financial services group. The US represents approximately half of the group's sales and two-thirds of earnings and cash-flows.
In 2015, the G-20 Financial Stability Board (FSB) designated Aegon a global systemically important insurer (G-SII), a credit positive
for Aegon and its policyholders and bondholders, all of which will benefit from higher capital requirements and enhanced supervision.
However, the FSB is reviewing the framework, and it is expected to refine it during 2019 / 2020 to further enhance how it manages
systemic risk in the insurance sector.

Detailed credit considerations
We rate the life subsidiaries of Aegon USA A1 for insurance financial strength, which is in line with the adjusted rating indicated by the
Moody's insurance financial strength rating scorecard.
Insurance financial strength rating
The key factors currently influencing the rating and outlook are:
Market position and brand: A - Strong positions in pension and life insurance

Aegon USA is building its Transamerica brand, and maintains strong market positions in its major pension and life insurance business
lines. The company ranked among the top 10 in life insurance, as measured by term and universal life sales and among the top 10 for
VA assets with approximately $75 billion of account value on an IFRS basis as of June 30, 2019. The acquisition of the Mercer recordkeeping business, which included preferred status on the Mercer exchange adds to its defined contribution platform. Aegon is ranked
#18 in the 457 business, #10 in the 401(k) business and #4 in the 403 (b) business. (Strategic Insight, Inc.) Because we view VAs, as
higher risk insurance products (i.e., compared with traditional whole life), we believe Aegon USA's score remains adequately positioned
at the A level on an adjusted basis and the same as on an unadjusted basis.
Distribution: A - Multiplicity of largely independent channels helps extend distribution reach

Aegon USA has good distribution diversity, with key channels that include independent and captive agents, direct marketing, and
worksite marketing, consistent with A-rated peers, both on an unadjusted and adjusted scorecard basis. Aegon USA's distribution
network is largely independent, which affords it less control generally and less robust policyholder persistency than a captive-driven
distribution model; however, the group's multiplicity of channels has helped it extend its distribution reach significantly.
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As a result, the company’s adjusted factor score of A for distribution is in line with its unadjusted score.
Product focus and diversification: A -Liability risk stems from XXX/AXXX concentrations, and in-force VA and LTC risks

Aegon USA maintains strong product line diversification within the U.S. life insurance sector. Its key principal product lines are
individual life, individual variable annuities, 403(b)/401(k) products, accident & health products (Medicare supplemental insurance,
long term care (LTC), disability insurance) and fixed annuities (deferred, fixed indexed, payout, etc.). In recent years, the company has
de-emphasized capital intensive and interest sensitive businesses such as fixed annuities, institutional investment products (IIP), and
BOLI/COLI, as well as non-core businesses such as reinsurance. This included the sale in 2017 of Transamerica Life Insurance Company’s
US run-off payout annuity and COLI/BOLI businesses to Wilton Re (unrated), decreasing its exposure to business susceptible to spread
compression.
Notwithstanding the above mentioned sale, sizable blocks of legacy products such as fixed deferred annuities remain on Aegon USA's
books (approximately $9.1 billion, on an IFRS basis at June 30, 2019), and other interest-sensitive concentrations continue to grow
(e.g., long-term care). The LTC block ($6.3 billion of IFRS reserves) is vulnerable to potential reserve increases due to worsening claims
experience and/or low interest rates, particularly if the performance deviates from actuarial projections and modeling. However, it is
mitigated somewhat by a reinsurance cession ultimately residing at Employers Reassurance Corporation (unrated), an indirect affiliate
of General Electric Company (Baa1) senior unsecured stable). In addition, XXX term life sales, and, until recently, AXXX no-lapse
universal life sales (exited the product in 2015), have resulted in Aegon USA's material dependence on third-party financed captives
to reduce resultant reserve and capital strain, as well as liquidity risk at the Aegon USA holding company, which guarantees certain
AXXX structures. Lastly, the in-force VA business exposes the company to increasing equity market and hedging risks, as well as greater
reserve, earnings and capital volatility.
We believe the Mercer record-keeping business, gives the company scale in the pension administration business contributing to
increased pension sales, a lower risk product, in its defined contribution platform. The business has experienced net outflows from
contract discontinuances and surrenders following the acquisition. Although the net outflows have slowed, we believe the business will
transition to net inflows prospectively.
Overall, Aegon USA remains consistent on this factor with A-rated peers, in terms of both the unadjusted and adjusted metrics.
Asset quality: A - Asset losses remain low despite certain higher-risk holdings

AEGON USA’s high risk assets are composed largely of below-investment-grade bonds, equities, and alternative investments, placing
the high risk assets sub-factor score in the A-range, on an unadjusted scorecard basis. The company also has a significant exposure to
higher risk assets that are not included in the simple scorecard metric. These include non-agency structured housing-related securities,
amounting to roughly 20% of invested assets on an IFRS basis (i.e., Alt-A, subprime, RMBS, as well as CMBS, CML, and bank hybrid
securities). In a stress investment scenario, we believe Aegon USA’s stress investment losses to be manageable compared to its peers as
a percentage of general account investments. Gross impairments remain below historical industry averages (i.e., 20-30 basis points per
annum).
Consolidated goodwill and other intangibles represent approximately 60% of Aegon N.V.'s shareholders' equity, which remains
relatively high for its rating level. However, most of the intangibles are in the form of deferred acquisition costs, which are generally
substantial for life companies, and are more readily realized into real equity than goodwill. For this reason and the low impairments, we
have raised Aegon USA's adjusted score at A from the Baa unadjusted score for this factor.
Capital adequacy: A - Nominal RBC ratio strong, but pressured by the return of capital to the parent company and by captives

Aegon USA's unadjusted scorecard metric of capital-to-total assets aligns with a Baa rating, depressed primarily because of the assetintensive liabilities the company writes. However, we believe that the NAIC risk-based capital (RBC) ratio is a better indicator of the
group's capitalization. As of June 30, 2019 and YE 2018, the company's RBC ratio was higher than its target range of 350% to 450% at
472% and 465% respectively. However, lower from the combined year-end 2017 NAIC RBC ratio of approximately 490% (company
action level). The implementation of revised NAIC RBC capital charges from the new tax law in 2018 caused Aegon USA’s RBC ratio to
decline even with the same investment risk, however this was substantially offset by the diversification benefit achieved after merging
its VA captive – Firebird Re Corp. into TLIC. Additionally, the company is expected to remit a stable dividend annually which we expect
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to be approximately $0.9 billion in the near term. New reserve and capital standards for VA’s and RBC charges for C-1 investment risk
will also likely be headwinds in 2020 and 2021 its regulatory capital adequacy.
Capital adequacy in the US benefits from Reg. XXX term life, Guideline AXXX universal life, and embedded value transactions including an onshore captive, whose primary asset is a $1.8 billion guarantee from Aegon USA's US holding company – and diminish
the quality of the group's consolidated regulatory capital. The non-recognition of reserve credit for these transactions, which are only
partially included in the consolidated RBC ratio (for example, a $0.8 billion of the parental guarantee is included in the capital of
TLIC), would cause the RBC ratio to drop significantly, if regulatory changes or a stress situation precipitated the denial of credit for
the guarantee or the recapture of the underlying business. In 2018 $7.5 billion and $9.2 billion of reserve credit was taken for XXX and
AXXX, respectively.
For these reasons, and because more shareholder friendly activities of the parent company (e.g., share repurchase activity, etc.) would
pressure Aegon USA’s NAIC RBC ratio, we believe Aegon USA's score for this factor remains more consistent with low A-rated than Aarated peers.
Profitability: A - Profitability has come under pressure, diverse earnings by product

Aegon USA's statutory profitability continues to support the dividends that have been paid; however, has accounting volatility between
net income and direct to surplus adjustments due to VA hedging and reinsurance transactions which skews its profitability. In 2018
compared to the 2017, statutory net income declined to approximately - $0.5 billion from $.4 billion. This was driven by reduced tax
benefits from the divestiture of the payout and BOLI/COLI run-off blocks of business to Wilton Re in Q2 2017, adverse mortality in
2018, and realized losses from hedging strategies risk that were partially offset by unrealized gains in 2018. AEGON USA also incurred
several litigation charges in 2018.
The Aegon Americas group’s net income increased on an IFRS basis with a net income of $660 million in the first half of 2019
compared to $289 million during the same period of 2018. The increase in results were driven by higher realized gains related to the
company’s investment portfolio optimization, and higher fair value items on hedging and investments.
Although the company has de-risked its long-term care (LTC) products, strengthened reserves, and achieved premium rate increases,
we remain concerned about the performance of this block of business, the sensitivity to change in assumptions including morbidity
improvements, model updates and adverse claims experience.
Overall, we believe Aegon’s profitability is still in the low A range on an adjusted basis from the Baa unadjusted basis despite the lower
than expected profitability for its rating level, given the company’s broad product base, expense efficiency initiatives, divestitures and
exiting of non-core businesses and continuing shift toward lower risk products and fee income. However, the continued volatility in
profitability will lead to downward pressure on the score for this factor.
Liquidity and asset/liability management (ALM): Aa - Good Liquidity, but challenges from VA/UL liabilities in complex structures at captives

Aegon USA's unadjusted score on this factor is consistent with Aa-rated peers. However, we note that the group's ALM is complicated
by its VA product offering (which includes various death and living benefit guarantees), and term and no-lapse universal life insurance
guarantees, most of which have been transferred to onshore captive reinsurers via complex transactions. Some of these structures,
which are with banks, include provisions that would require Aegon USA to provide liquidity to the counterparty under certain stress
conditions. Despite these additional liquidity and ALM risks, we believe Aegon’s liquidity and ALM is still in the low Aa range on an
adjusted basis, in line with its unadjusted score.
Financial flexibility: A - Driven by parent Aegon N.V.

We analyze Aegon USA's financial flexibility at the consolidated Aegon N.V. level and view it in line with an A score. The majority of the
group's borrowings are either directly attributable to or guaranteed by Aegon N.V.
Aegon's consolidated Group equity increased by €2.0 billion to €24.9 billion at H1 2019 (YE2018: €22.9 billion) driven by net income
and significantly higher revaluation reserves on available for sale investments as a result of lower interest rates and tightening credit
spreads which more than offset the payment of the dividend to shareholders and the impact of adverse market movements on the
defined benefit obligation.
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As of half-year 2019, Aegon reported €8.9 billion of debt outstanding, of which €4.0 billion (45%) was senior debt, FHLB borrowings
or commercial paper and €4.9 billion (55%) was subordinated debt. As of half-year 2019, Aegon also had €5.6 billion of outstanding
nonrecourse debt (e.g. funding of mortgages through RMBS and pass-through covered bonds) that we include neither in financial
debt, nor in operational debt in our calculations. The group's capital funding borrowings are directly attributable to or guaranteed by
Aegon N.V. However since 2016, Aegon's leverage includes borrowings to the Federal Home Loan Bank (FHLB), issued by some Aegon’s
subsidiaries in the US, which Aegon uses primarily to purchase long-term assets and increase the duration of its assets in its US life
subsidiaries. As of half-year 2019, FHLB borrowings accounted for €2.2 billion a decline of €1.3 billion from the level reported at YE2018
of €3.5 billion.
We view Aegon N.V.'s financial flexibility in line with a single A score and we expect adjusted financial leverage will remain below 30%
going forward. At YE2018 adjusted financial leverage (excluding operational debts and including the assets backing the Group’s Dutch
defined benefit plan) declined to 31.2% (YE2017: 32.5%), driven by the repayment of a senior debt for €500 million and the reduction
in the FHLB borrowings by €665 million.
In Q2 2019, Aegon issued its inaugural restricted Tier 1 perpetual contingent convertible securities for €500 million. The issuance
was followed in Q2 2019 by the redemption of a grandfathered Tier 1 security for $500 million. As of half-year 2019 adjusted
financial leverage materially declined on a pro-forma basis to around 27% driven by the reduction in the FHLB loans, the increase
in shareholders' equity and the refinancing of the grandfathered Tier 1 security. In October 2019 Aegon, through it is finance vehicle
Aegon Funding Company LLC, issued a $925 million Tier 2 guaranteed dated subordinated notes. Subsequently the group announced
the intention to redeem in December 2019 the $1 billion grandfathered Tier 1 perpetual capital securities issued in 2005. The combined
effect of these transactions will increase the adjusted financial leverage by less than 1% point. Going forward Aegon will continue to
replace its existing grandfathered Tier 1 securities ahead of the end of the grandfathering period in 2025.
Total leverage, which includes recourse operational debt and does not incorporate equity credit for hybrid securities, decreased
significantly on a pro-forma basis to around 33% at half-year 2019 (YE2018: 39.9%), driven by the reduction in adjusted financial
leverage and the repayment of all the outstanding debt with recourse for a total amount of €1.4 billion.
Aegon's financial flexibility remains nonetheless constrained by a relatively low earnings coverage (3.2x on a 5-year average basis for
the period 2018-2014), mostly driven by a weak and volatile profitability. Earnings coverage deteriorated significantly in 2018 to 2.6x
(6.9x in 2017) driven by a weaker reported net income attributable to owners (for basic earnings per share calculation) of €631 million
in 2018 (€2,230 million in 2017) and increasing interest expense on financial debt. Although Aegon's underlying earnings before tax
were broadly flat in 2018 at €2.1 billion compared to 2017, net income was significantly lower driven by €875 million in below the
line losses for a large part related to the US business. However, we note that while Aegon's profitability remains dependent on its US
business (both in terms of IFRS profit and capital generation), the underlying result of its European operations continued to improve by
13% in 2018.
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Exhibit 3

Financial leverage expected to modestly decline
Financial Leverage
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Source: Moody’s Investors Service; Company Filings

Environmental, social, and governance considerations
Social
Like its life insurance peers, Aegon faces social risks through the handling of customer information, the underwriting and business
growth implications (positive and negative) of changing demographics, and the impact of changing consumer preferences on
distribution channels.
Governance
Like all other corporate credits, the credit quality of Aegon is influenced by a wide range of governance-related issues, relating to
financial, managerial, ownership or other factors, all of which can be exacerbated by regulatory oversight and intervention.

Liquidity analysis
Aegon USA's US holding companies have no debt outstanding, since debt is issued by Aegon N.V.; however, bank letters of credit do
support certain of its captive XXX and AXXX transactions. Aegon USA periodically pays statutory dividends to its ultimate holding
company in the Netherlands. For first half of 2019 and the full year 2018, the US companies up streamed approximately $0.4 billion
and $1.1 billion in dividends respectively.

Other considerations
Aegon USA clearly benefited in the past from the ownership and support of its parent, Aegon N.V. and its strong financial flexibility,
as seen during 2008-2009 when large losses at Aegon USA were offset by large capital contributions from Aegon. It’s strategy has
been to refocus its insurance operations on a larger global scale, with somewhat less emphasis and dependence on the U.S. However,
even after achievement of greater global diversity, Aegon USA still accounts for at least half of Aegon's global operations, by a variety
of measures. Because Aegon's A3 senior debt rating will continue to be primarily driven by its U.S. operations, we do not believe that
Aegon USA's stand-alone A1 rating should be uplifted due to the ownership by Aegon.

Support and structural considerations
The spread between the A1 IFS rating (stable) on the US operating subsidiaries and the A3 senior unsecured debt rating at Aegon USA’s
ultimate parent company, Aegon N.V. is 2 notches, which is narrower than the typical three-notch spread between a holding company
and the composite IFS rating of its operating subsidiaries. The two-notch differential is driven by the geographical diversity of the
group. However, the group's somewhat dependence on earnings from the US operations and predominant focus on life and retirement
business compares less favorably to more diversified groups with a similar notching level.
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Methodology and scorecard
Exhibit 4

Aegon USA Life Group (Cons)
Financial Strength Rating Scorecard [1][2]

Business Profile
Market Position and Brand (15%)
- Relative Market Share Ratio
Distribution (10%)
- Distribution Control
- Diversity of Distribution
Product Focus and Diversification (10%)
- Product Risk
- Life Insurance Product Diversification
Financial Profile
Asset Quality (10%)
- High Risk Assets % Shareholders' Equity
- Goodwill & Intangibles % Shareholders' Equity[3]
Capital Adequacy (15%)
- Shareholders' Equity % Total Assets
Profitability (15%)
- Return on Capital (5 yr. avg)
- Sharpe Ratio of ROC (5 yr. avg)
Liquidity and Asset/Liability Management (10%)
- Liquid Assets % Liquid Liabilities
Financial Flexibility (15%)
- Financial Leverage[3]
- Total Leverage[3]
- Earnings Coverage (5 yr. avg)[3]
- Cash Flow Coverage (5 yr. avg)[3]
Operating Environment
Aggregate Profile

Aaa

Aa

A

Baa

Ba

B

Caa

ScoreAdj Score

A
A

A
A

A

A

A

A

Baa
Baa

A
A

Baa

A

Baa

A

Aa

Aa

Baa

A

X
X
X
X
X
81.3%
58.9%
5.3%
3.4%
52.5%
X
31.2%
39.9%
3.2x
Aaa - A Aaa - A
A3
A1

[1]Information based on SAP financial statements as of Fiscal YE December 31.
[2]The Scorecard rating is an important component of the company's published rating, reflecting the stand-alone financial strength before other considerations (discussed above) are
incorporated into the analysis.
[3]Information based on IFRS financial statements of AEGON N.V. as of Fiscal YE December 31.
Source: Moody’s Investors Service
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Ratings
Exhibit 5

Category
AEGON N.V.

Rating Outlook
Senior Unsecured
Senior Unsecured MTN
Commercial Paper
LT Issuer Rating
Subordinate
Junior Subordinate

Moody's Rating

STA
A3
(P)A3
P-2
A3
Baa1 (hyb)
Baa1 (hyb)

TRANSAMERICA LIFE INSURANCE COMPANY

Rating Outlook
Insurance Financial Strength
ST Insurance Financial Strength

STA
A1
P-1

TRANSAMERICA PREMIER LIFE INSURANCE
COMPANY

Rating Outlook
Insurance Financial Strength

STA
A1

TRANSAMERICA FINANCIAL LIFE INSURANCE
COMPANY

Rating Outlook
Insurance Financial Strength

STA
A1

Source: Moody's Investors Service
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Moody's Related Research
Sector Comments / In-Depths:
» Life Insurance - US: Rating migration: Key credit weakness for US life insurers amid higher investment risk, October 2019
» Insurance - US: State of long-term care insurance: assumption review could lead to charges, September 2019
» Life Insurance - US: Q2 2019 Solid profitability and robust sales drive earnings; Low interest rates a headwind, September 2019
» Life & P&C Insurance - US: In search of yield, insurers boost investments in CLOs, June 2019
» Life & Health Insurance - US: House passage of SECURE Act is credit positive for pension and annuity providers, May 2019
» Life Insurance - US: Frequently asked questions about upcoming changes to GAAP accounting, May 2019
Industry Outlook:
» Life Insurance - US: 2019 outlook stable as interest rate pressures subside, capital remains strong (November 2018)
Methodology:
» Life Insurers (May 2018)
To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this
report and that more recent reports may be available. All research may not be available to all clients.
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