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Key Indicators

Sun Life Assurance Company of Canada[1][2]
2014 2013 2012 2011 2010

As Reported (Canadian Dollar Millions)
Total Assets 219,415 191,926 178,086 168,302 160,320
Total Shareholders' Equity 14,153 12,896 11,647 10,687 10,312
Net income (loss) attributable to common shareholders' 1,520 1,241 1,320 743 1,500
Total Revenue 22,426 7,690 15,497 17,959 20,467
Moody's Adjusted Ratios
High Risk Assets % Shareholders' Equity 136.1% 147.6% 156.7% 163.6% 126.5%
Goodwill & Intangibles % Shareholders' Equity [3] 28.6% 30.5% 31.9% 34.1% 33.0%
Shareholders' Equity % Total Assets 5.3% 5.4% 5.1% 4.9% 5.2%
Return on avg. Capital (1 yr. avg ROC) 8.7% 8.3% 9.2% 5.2% 10.6%
Sharpe Ratio of ROC (5 yr. avg) 423.2% 302.9% 276.5% NA NA
Financial Leverage [3] 24.7% 27.6% 30.6% 31.3% 29.1%
Total Leverage [3] 37.8% 41.2% 43.9% 45.0% 43.5%
Earnings Coverage (1 yr.) [3] 7.5x 6.5x 4.9x -0.3x 5.3x
Cash Flow Coverage (1 yr.) [3] 7.5x 7.5x 5.1x 4.1x 7.7x

[1] Information based on IFRS and Local GAAP 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 and Local
GAAP financial statements of Sun Life Financial, Inc. as of Fiscal YE December 31

Opinion

SUMMARY RATING RATIONALE



Moody's Aa3 insurance financial strength (IFS) rating of Sun Life Assurance Company of Canada (SLA) stable
outlook) is based on its exceptional market position in Canada, good product risk and diversification, strong and
predictable Canadian earnings, and solid capitalization. The strong and predictable profitability generated by the
company in Canada has been the central pillar supporting the company's high IFS rating. SLA holds the number
one, two, or three market share positions in virtually all its market segments, which gives it the pricing power to
maintain attractive margins. These strengths are tempered by a business mix that has a pronounced weighting in
"wealth management" products. These products - which include fixed annuities and segregated funds (i.e.,
variable annuities) - expose SLA to equity market and interest rate risks and drive a higher degree of earnings
volatility than protection products. The group's acquisition activity has led to a high level of goodwill relative to its
equity base, which strains its overall asset quality and financial flexibility to some extent. In Moody's view, SLA's
performance reinforces our view that its Canadian franchise remains strong. SLA also operates in Hong Kong, the
Philippines, Indonesia, India, China, Malaysia and Vietnam. The product offerings in these geographies are
oriented towards straightforward protection products distributed through independent agency channels and a
growing bancassurance capability. SLA plans to grow these operations to become a more significant contributor to
earnings.

Credit Strengths

SLA's credit strengths are:

- Excellent market position and brand in Canadian life insurance;

- Stable profitability from its Canadian operation;

Credit Challenges

SLA's credit challenges are:

- Meaningful exposure to secondary guarantees on segregated funds;

- A business mix that includes a significant wealth management component, exposing the company to equity
market and interest rate risks;

- High total leverage compared to domestic and similarly rated peers.

Rating Outlook

The rating outlook is stable

What To Watch for:

-Significant expansion/acquisition of lower-rated, more volatile insurance operations outside of Canada;

- Return to stable and sustainable consolidated profitability.

What Could Change the Rating - Up

The following factors could lead to an upgrade of SLA and SLF:

- Return to stable and sustainable consolidated profitability with a return on capital consistently above 12%

- Consolidated financial leverage at SLF below 20%

- Earnings and cashflow coverage above 10x and 7x, respectively

What Could Change the Rating - Down

The following factors could lead to a downgrade of SLA and SLF:

-Decline in return on capital below 8% on a sustained basis with increased earnings volatility

-Reduction of SLA's MCCSR capital ratio to below 200%

-Consolidated financial leverage at SLF exceeding 30% for a sustained period



-Consolidated earnings and cashflow coverage below 8x and 5x, respectively, for a sustained period

-Significant expansion/acquisition of lower-rated, more volatile insurance operations outside of Canada or
excessive reliance upon asset management earnings.

Notching Considerations

SLF's preferred stock rating Baa2(hyb) is rated 2 notches below its implied senior unsecured debt rating, which in
turn is rated three notches from the SLA's Aa3 IFS rating, our standard notching for life insurers.

DETAILED RATING CONSIDERATIONS

Moody's rates SLA Aa3 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 & BRAND: Aa - FAVORABLE CANADIAN INDUSTRY STRUCTURE SUPPORTS A
HIGH SCORE

The Canadian life insurance market is an oligopoly with three dominant players - SLF, Great-West Lifeco, and
Manulife Financial Corporation - who together hold about 70% of the industry's total direct premium. SLF captured
approximately 16% of total gross premium in Canada in 2014. This market structure, in and of itself, is a rather
formidable entry barrier. In addition, federal government legislation currently bars entry by the Canadian life
insurers' most significant external threat--the large Canadian banks.

SLA has very different market positions across its operating segments. In Canada, it has a Aa score on Moody's
relative market share ratio. In Asia and the UK (which is in runoff), which are very small in relation to Canada, the
scores are A and Ba, respectively. Weighting by total revenues - the best readily available method - we calculate a
weighted relative market share ratio in the A range, which we believe accurately reflects SLA's blended market
presence.

Overall, SLA's strong and sustainable market position in Canada will act as a buffer to any negative pressures
stemming from offshore markets, which is why the raw score of A is adjusted up to Aa.

DISTRIBUTION: Aa - LARGEST PROPRIETARY SALES FORCE IN CANADA

SLA has good diversity of distribution with three major distribution channels: (1) its captive sales force now
branded as Sun Life, which is the largest proprietary sales force in Canada; (2) third party distributors, a category
that includes national brokerage houses and independent managing general agencies; and (3) the institutional
channel for sales of group life and health products. Given its proprietary sales force and position in the Canadian
oligopoly, Moody's regards SLA's distribution control as excellent. Because of the excellent distribution control,
which promotes favorable policyholder persistency and in our view, more than offsets a lesser level of distribution
diversity, we have adjusted the score up to Aa from A.

PRODUCT FOCUS AND DIVERSIFICATION: A - LOW RISK PAR RESERVES A STRENGTH BUT
UNHEDGED EQUITY MARKETS RISK REMAINS AN ISSUE

A sizable block of SLA's actuarial liabilities are participating reserves (approximately one-third) that are low-risk for
the company - these products are priced based on mortality rates about twice what is normally experienced
although they guarantee 3% to 5% interest on cash surrender values. The breadth of SLA's position in the
Canadian market means that four lines of business provide 10% or more of premiums and deposits (individual life,
health, segregated funds, and group pensions).

Because of the volatility associated with the equity-related businesses of SLA, we have left the adjusted score at
A, as indicated by the unadjusted scorecard result.

ASSET QUALITY: A - PORTFOLIO DOMINATED BY HIGH QUALITY BONDS AND MORTGAGES

SLF's portfolio breaks out as follows: 53% in bonds, 27% in mortgages and corporate loans, 5% in cash and other
short term investments, 4% in equities, 5% in real estate and 4% in policy loans and other invested assets at the
end of Q1 2015. The company's projected credit losses under a base case and severe stress scenario are



consistent with companies scoring at the A-level. We also note a good portion of the company's goodwill &
intangibles is attached to its very profitable Canadian and MFS franchises, which provide the vast majority of
SLF's earnings (note: SLF is SLA's parent holding company, the level at which goodwill & intangibles are
measured). Therefore, we raised the score for this factor to A from Baa.

CAPITAL ADEQUACY: Aa - STRONG INTERNAL CAPITAL GENERATION EXPECTED GOING FORWARD

Although SLA's capital as a percent of total assets places the company in the Baa category, Moody's has
adjusted this factor up to the Aa category because SLA has consistently maintained its Canadian regulatory
capital ratio, known as MCCSR, which we believe provides a better measurement of risk adjusted capital
adequacy, above 200%-the level expected for a Aa-rated issuer. At Q1 2015, it was 216%, slightly down from
recent quarters.

We expect the company's earnings capacity to be sufficient to maintain capital ratios in this range.

PROFITABILITY: Aa - RETURN TO STABLE PROFITABILITY ANTICIPATED

SLA achieved a 8.4% five-year average return on capital (2010-2014). This historical performance is at the lower
end of our expectations (8 to 12%) for the Aa category. Part of parent SLF's U.S. business is written out of SLA's
U.S. branch, which is the predominant piece of the SLF U.S. segment reported in the SLA financial statements.
The other business units include international which offers products to high net worth clients in international
markets and in-force management. Outside this relatively small part of SLA's earnings platform, the company has
produced reliable ROC. We are leaving the profitability factor at Aa on the expectation of continued current levels
of profitability going forward.

LIQUIDITY AND ASSET/LIABILITY MANAGEMENT: Aa - ALM IS ROBUST BUT NOT WITHOUT RISK

Applying the liquidity stress test approach to SLA, we arrive at a liquidity score in the Aaa range for SLA,
calculated on a raw basis. Moody's believes liquidity at SLA (and the larger SLF group) remains robust and that
the company uses sophisticated ALM and hedging strategies to keep any asset-liability mismatches within
reasonable tolerances. However, we believe that a Aaa liquidity profile would require little or no disintermediation
risk and little or no liability optionality, which is not the case for SLA. In addition, liquidity requirements associated
with hedging activities add a level of complexity to liquidity management. Thus, Moody's adjusts this rating factor
down to the Aa level.

FINANCIAL FLEXIBILITY: A - RETURN TO HISTORICAL EARNINGS COVERAGE LEVELS DRIVEN BY
IMPROVED PROFIT STABILITY

SLA's financial flexibility is analyzed at the consolidated SLF level. On comparative IFRS basis, financial leverage
metrics in 2014 improved due to an increase in retained earnings from positive operating performance. The
adjusted financial leverage has decreased to 24.7% at Q4 2014 from 27.4% at Q4 2013. Total leverage was high
at 37.8% as of Q4 2014, but lower than in the previous year. We saw continued improvement in SLF's leverage
compared to 2013 with the total redemption of CAD500 million of debt. In Q1 2015, Equity benefited from a
CAD767 million increase, due to FX impact, in OCI. Sun Life's high total leverage ratio implies the company could
have less marginal debt capacity in a stress period than similarly rated peers. Sun Life's one-year earnings
coverage ratio stood at 7.5x at year-end 2014--relatively weak for a Aa rated issuer--despite good reported
results. In summary, Sun Life's financial flexibility has moderately improved in 2014. SLF's more normalized
earnings levels observed in 2014 and into 2015 will restore a healthier level of financial flexibility over the medium
term.

Liquidity Profile

SLF redeemed all of the outstanding CAD500 million principal amount of Series 2009-1 subordinated debt in Q1
2014 and in Q2 2014, issued CAD250 million 2.77% subordinated debt due 2024 and redeemed CAD250 million
principal amount of class A non-cumulative preferred shares series 6R. SLF ended the first quarter of 2015 with
CAD1.7 billion of cash at the holding company.

In Q1 2015, SLF announced a dividend increase of 6% to CAD0.38 per share and in November 2014 announced a
share buyback program of up to 9 million shares. The company has an upcoming debt maturity of USD150 million
of subordinated debt due in December 2015.

Rating Factors



Sun Life Assurance Company of Canada[1][2]
                                                            
                                                                                          

Financial Strength Rating Scorecard Aaa Aa A Baa Ba B Caa Score Adjusted
Score

                                                                                          
Business Profile                                                                       A Aa
Market Position and Brand (15%)                                                                       A Aa
- Relative Market Share Ratio                     X                                                             
Distribution (10%)                                                                       A Aa
- Distribution Control           X                                                                       
- Diversity of Distribution                     X                                                             
Product Focus and Diversification (10%)                                                                       A A
- Product Risk                     X                                                             
- Life Insurance Product Diversification           X                                                                       

                                                                                          
Financial Profile                                                                       A Aa
Asset Quality (10%)                                                                       Baa A
- High Risk Assets % Shareholders' Equity                               136.1%                                                   
- Goodwill & Intangibles % Shareholders'
Equity [3]

          28.6%                                                                       

Capital Adequacy (15%)                                                                       Baa Aa
- Shareholders' Equity % Total Assets                               5.3%                                                   
Profitability (15%)                                                                       Aa Aa
- Return on Capital (5 yr. avg)           8.4%                                                                       
- Sharpe Ratio of ROC (5 yr. avg) 423.2%                                                                                 
Liquidity and Asset/Liability Management (10%)                                                                       Aaa Aa
- Liquid Assets % Liquid Liabilities X                                                                                 
Financial Flexibility (15%)                                                                       A A
- Financial Leverage [3]           24.7%                                                                       
- Total Leverage [3]                     37.8%                                                             
- Earnings Coverage (5 yr. avg) [3]                     4.8x                                                             
- Cash Flow Coverage (5 yr. avg) [3]           6.4x                                                                       
Operating Environment                                                                       Aaa -

A
Aaa - A

Aggregate Profile                                                                       A1 Aa3

[1] Information based on IFRS and Local GAAP 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 and Local GAAP financial statements of Sun Life Financial, Inc. as of Fiscal YE December 31

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 http://www.moodys.com for the most updated credit rating
action information and rating history.

© 2015 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and
affiliates (collectively, “MOODY’S”). All rights reserved.

http://www.moodys.com/


CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES
(“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES,
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY’S (“MOODY’S PUBLICATIONS”) MAY INCLUDE MOODY’S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR
COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT RATINGS AND MOODY’S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S
PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR
INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS
OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE. 

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY’S CREDIT
RATINGS OR MOODY’S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY’S PRIOR WRITTEN CONSENT. 

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing
the Moody’s Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to
use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited
to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial
instrument is not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers,
arising from or in connection with the information contained herein or the use of or inability to use any such
information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,



MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER
WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”),
hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes
and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of
any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees
ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address
the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist
between directors of MCO and rated entities, and between entities who hold ratings from MIS and have also
publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or
Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY’S that you are, or are
accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you
represent will directly or indirectly disseminate this document or its contents to “retail clients” within the meaning of
section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to
retail clients. It would be dangerous for “retail clients” to make any investment decision based on MOODY’S credit
rating. If in doubt you should contact your financial or other professional adviser. 

For Japan only: MOODY'S Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of MOODY'S
Group Japan G.K., which is wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of
MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a
Nationally Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are
Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and,
consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ
are credit rating agencies registered with the Japan Financial Services Agency and their registration numbers are
FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as
applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for appraisal
and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000. 
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.


