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Sun Life Financial, Inc.
Update Following Recent Affirmation at Baa2 (hyb) stable

Summary Rating Rationale
Sun Life Financial, Inc. (TSX, NYSE: SLF) is a life insurance and wealth management holding
company that offers individual and group life & health insurance, fixed and variable annuities,
and mutual funds in Canada, the United States, Hong Kong, the Philippines, Indonesia, India,
China, Malaysia and Vietnam. SLF has one primary life insurance operating company, Sun
Life Assurance Company of Canada (SLA; insurance financial strength (IFS) at Aa3/stable
outlook) – the company's Canadian and international operating subsidiary. SLF sold its US
life insurance operating company in 2013, but continues to operate in the US through SLA.
In March 2016, SLF completed the acquisition of the employee benefits business of Assurant,
Inc. (AIZ, Baa2 stable) for a net investment of USD975 million. The transaction is credit
positive for SLF because it created the sixth largest group benefits business in the US, adding
critical mass to its US operations.

Exhibit 1
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Source: Moody's Investors Service and Company Filings

SLF's excellent business and financial profiles in Canada remain the lynchpin of the group's
ratings. Moody's does not rate parent Sun Life Financial, Inc's (SLF's) senior debt, but does
rate a preferred share issue. The spread between SLF's Baa2 (hyb) preferred shares and SLA's
Aa3 IFS rating is five notches. This reflects the typical three notch differential between SLF's
implied senior debt rating and the Aa3 IFS rating of SLA. SLF has considerable latitude to
upstream dividends from its life insurance operating companies, particularly from Canadian-
based SLA, because the dividend regulations are relatively liberal in Canada. The company
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also receives dividends from its intermediate holding company Sun Life Global Investments Inc. (SLGI; unrated; see below for more
detail). Earnings contribution by business group (2016, excluding corporate) was SLF Canada (35%) SLF Asset Management (28%) SLF
US (18%) SLF Asia (12%) and SLF UK (7%).

Credit Strengths
Credit strengths for SLF include:

» Excellent market position and brand in the Canadian life insurance market with shares in excess of 10% in nearly all segments

» Stable profitability from its Canadian operation - a business unit with considerable market clout

» US asset management franchise adds diversification and provides additional dividend capacity; however, reliance upon asset
management earnings could turn into a negative if it becomes a significant component of group earnings

Credit Challenges
Credit challenges/risks for SLF include:

» High total leverage compared to Canadian and similarly rated peers

Rating Outlook
The outlook on preferred shares hybrid rating is stable.

What to watch for:

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

» Progress with integrating the Assurant acquisition

» Maintenance of stable and sustainable consolidated profitability with a return on capital consistently above 12% at SLA

» Impact of new regulatory capital regime on SLF

Factors that Could Lead to an Upgrade
The following could result in an upgrade of the hybrid rating:

» Upgrade of SLA

» Significant improvement in SLGI’s AUM and/or earnings

Factors that Could Lead to a Downgrade
The following could lead to a downgrade of SLF's ratings:

» Downgrade of SLA

» Significant deterioration in SLGI’s AUM and/or earnings

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

Sun Life Financial, Inc.[1][2] 2016 2015 2014 2013 2012

As Reported (Canadian Dollar Millions)

Total Assets 258,238                 246,853                  223,357                  199,531                   225,826                 

Total Shareholders' Equity 22,368                    21,418                     18,872                     17,354                     16,546                    

Net income (loss) attributable to common shareholders' 2,485                      2,185                       1,762                       1,696                       1,374                       

Total Revenue 28,573                    19,274                     25,764                    13,874                     17,559                     

Moody's Adjusted Rat ios

High Risk Assets % Shareholders' Equity 82.1% 83.0% 85.5% 89.8% 85.7%

Goodwill & Intangibles % Shareholders' Equity 33.3% 30.6% 28.6% 30.5% 31.9%

Shareholders' Equity % Total Assets 7.7% 7.7% 7.4% 7.6% 6.3%

Return on avg. Capital (1 yr. avg ROC) 9.0% 8.5% 7.6% 7.6% 6.3%

Sharpe Ratio of ROC (5 yr. avg) 741.8% 134.0% 131.9% NA NA

Financial Leverage 22.8% 24.4% 24.7% 27.6% 30.6%

Total Leverage 35.3% 36.7% 37.8% 41.2% 43.9%

Earnings Coverage (1 yr.) 9.2x 9.3x 7.5x 6.5x 4.9x

Cash Flow Coverage (1 yr.) 10.0x 16.2x 7.5x 7.5x 5.1x

[1] Information based on IFRS financial statements as of Fiscal YE December 31 [2] Certain items may have been relabeled and/or reclassified for global consistency
Source: Moody's Investors Service and Company Filings

Credit Profiles of Significant Subsidiaries
Sun Life Assurance Company of Canada

Sun Life Assurance Company of Canada's (SLA's) Aa3 (stable outlook) insurance financial strength (IFS) rating is based on its exceptional
market position in Canada, strong product risk and diversification profile, strong and predictable Canadian earnings, and solid
capitalization. This franchise is solidified by a large career insurance sales force, with improving retention metrics. The strong and
generally predictable profitability generated by the company in Canada is 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. The Canadian life insurance industry benefits from two long-term trends that should continue to generate
strong demand for insurance and wealth management products. The first trend is the many baby-boomers entering or approaching
retirement. Second is the increasing efforts of employers and of governments to shift health and pension costs and responsibilities to
employees and citizens. Therefore, the challenge for the industry continues to be designing products to satisfy this consumer demand
without retaining excessive risks for the insurance company.

These strengths are tempered by a business mix that has a pronounced weighting in “wealth management” products. These products -
which include 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. At 31 December 2016 the firm reported that a 10% drop in equity markets could reduce
its MCCSR by one percentage point and a 1% decrease in interest rates would reduce its MCCSR by up to eight percentage points.
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.

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.
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In March 2016, SLF completed the acquisition of the employee benefits business of Assurant, Inc. (AIZ, Baa2 stable) for a net
investment of USD975 million. The transaction is credit positive for SLF because it created the sixth largest group benefits business in
the US.

Asset Management Operations

SLF also has substantial equity positions in several U.S. and Canadian investment management companies and operates them under
its asset management segment SLF Asset Management which reported AUM of CAD903 billion at year end 2016. The segment
owns 94% of U.S.- based Massachusetts Financial Services Company (MFS). At USD426 billion in AUM as of 31 December 2016,
MFS has significant scale. Investment performance has been positive over time, supporting growth. AUM diversification is balanced,
with approximately 49% of AUM in retail mutual funds, 35% in traditional institutional funds and 15% in assets managed for
insurance companies, a niche in which it is a leader. Global institutional distribution is through an internal sales force and independent
consultants. Mutual and segregated funds are distributed in Canada through SLF's peer leading proprietary sales force, and elsewhere
through financial intermediaries such as full service brokerage firms and banks. Although controlled by SLF, MFS maintains distinct
branding, which we view as an advantage in seeking new mandates.

MFS is primarily an active manager with an emphasis on equity funds (approximately 80% of total AUM) of which more than half are
invested in international equities. A concentration in equities, - product concentrations can result in reduced AUM persistence – is
offset somewhat by a mix between active and passive mandate products. MFS, together with all active managers, has been negatively
affected by the recent trend away from active management.

SLF has completed a number of asset management acquisitions, including Bentall Kennedy Group in recent years. Also in 2015, SLF
completed the acquisition of Prime Advisors, an asset management firm specializing in customized fixed income portfolios and the
New York-based firm Ryan Labs Asset Management, specializing in liability driven investment and total return fixed income strategies.
These acquisitions are consistent with SLF's strategy to build on its existing third-party asset management capabilities and will be
accretive to earnings going forward.

Detailed Rating Considerations
Capital Structure and Liquidity

To understand capital structure and liquidity at SLF overall, Moody's believes it is critical to understand its corporate structure. SLF's
corporate structure is made up of two major segments:

1. Sun Life Assurance Company of Canada (SLA; Aa3 for insurance financial strength). This entity houses the life, health and annuities
businesses of the Company's Canadian operations, the majority of its protection businesses in the United States, and all of its
operations in the United Kingdom and Asia.

2. Sun Life Global Investments Inc. (SLGI; unrated). Under this entity, SLF has placed most of its investment management businesses
in Canada and the United States. Also owned by SLGI, either directly or indirectly, are MFS and MFS Investment Management Canada,
and Sun Life Investment Management.

In 2016, excluding the corporate segment, SLF Canada generated CAD936 million in reported net income, The US segment reported
net income of USD385 million, SLF Asset Management contributed CAD729 million in reported net income and SLF Asia accounted for
CAD309 million. SLF on a consolidated basis reported net income of CAD2,485 million.

On comparative IFRS basis, financial leverage metrics in 2016 improved marginally due to an increase in retained earnings from positive
operating performance as well as a reduction in financial debt. The adjusted financial leverage has decreased to 22.8% in 2016 from
24.4% in 2015. Total leverage was high at 35.3% in 2016, but has trended lower for the past five years.

In 2016, equity benefited from CAD2.5 billion in net income. Sun Life's one-year earnings coverage ratio stood at 9.2x at year-end
2016 – down slightly from 9.3x for 2015. SLF's more normalized earnings levels observed in 2015 and 2016 restored a healthier level
of financial flexibility that we expect to continue over the medium term. That said, Sun Life's high total leverage ratio implies the
company could have less marginal debt capacity in a stress period than similarly rated peers.
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The firm's liquidity policies require each operating subsidiary to keep sufficient liquidity to meet expected liabilities in both a one
month and one-year stress test. The holding company targets CAD500 million in excess cash and have access to USD500 million in
fully committed credit facilities as at 31 December 2016. SLF ended 2016 with CAD1.6 billion of cash at the holding company, up from
CAD0.99 billion at year-end 2015 primarily attributable to subordinated debt issues during the year. Redemptions in Q1 2017 should
bring this amount back to 2015 year end levels. There is also dividend capacity available to the holding company from its Canadian
life insurance and US investment management franchises. SLF’s unrestricted subsidiary dividend capacity totaled approximately CAD4
billion at year-end 2016.

These sources, in total, exceed the 2016 major uses of cash at the holding company, which include CAD1,074 million in common
and preferred share dividends paid and CAD245 million of interest expense paid. In 2016, SLF increased its dividend by a total of
8% representing a payout ratio of 43% of underlying net income. There were no share buy backs in 2016 following the purchase
and cancellation of 5.3 million common shares at a total cost of CAD212 million in 2015. Scheduled maturities within the next five
years include CAD300 million of Series D senior unsecured debentures due 2019 and CAD300 million of Series E senior unsecured
debentures due 2021.

The company has no commercial paper outstanding.

Exhibit 3

Financial Flexibility
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Ratings

Exhibit 4
Category Moody's Rating
SUN LIFE FINANCIAL, INC.

Rating Outlook STA
Pref. Stock Baa2 (hyb)

Source: Moody's Investors Service

5          24 April 2017 Sun Life Financial, Inc.: Update Following Recent Affirmation at Baa2 (hyb) stable



MOODY'S INVESTORS SERVICE FINANCIAL INSTITUTIONS

© 2017 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

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 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 AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING AN 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.”

Additional terms 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 investors. It would be reckless
and inappropriate for retail investors to use MOODY’S credit ratings or publications when making an investment decision. If in doubt you should contact your financial or other
professional adviser.

Additional terms 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.

REPORT NUMBER 1069370

6          24 April 2017 Sun Life Financial, Inc.: Update Following Recent Affirmation at Baa2 (hyb) stable

http://www.moodys.com

