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Company Update

BUY (previously BUY)
Share Price (2 September 2011) EUR 6.49
Current fair value EUR 8.36
Upside/Downside +29%
GWP reinsurance (EURm) 142.9 81.0 137.5 139.8 143.9
GWP non-life (EURm) 125.8 68.9 131.8 139.0 146.7
GWP life (EURm) 12.5 6.4 12.9 13.8 15.2
Net investment income (EURm) 11.4 1.9 7.2 12.1 14.4
SRF est net income (EURm) 7.5 4.9 7.8 8.7 9.9
EPS (EUR) 0.80 0.52 0.84 0.92 1.06
ROE % 4.93 6.40 5.07 5.33 5.84
Combined Ratio (reinsurance) % 95.0 90.1 98.0 97.0 97.0
Combined Ratio (non-life) % 105.5 105.2 102.0 99.5 98.5
Source: Bloomberg, SRF Research

Valuation multiples 2010 2011E 2012E 2013E
EPS (EUR) 0.80 0.84 0.92 1.06
PER 11.7 7.8 7.0 6.1
Peers average 7.6 5.3

BVPS (EUR) 16.05 16.88 17.81 18.61
P/BV 0.5 0.4 0.4 0.3
Peers average 0.7 0.6

Source: Bloomberg, SRF Research

Stock information

Bloomberg code POSR SV Key shareholdings

Reuters code N.A. State 25%
Shares outstanding (m) 9.4 Free float 75%
Market cap (EURm) 60.8 Value of float (EURm) 45.6
Market cap (US$m) 86.3 Value of float (US$m) 64.7

Source: Bloomberg, SRF Research
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Sava Re Group

1H Earnings reflect profitable growth in
reinsurance and non-life insurance, slowdown in
life insurance and lower investment income

On 31 August, Sava Re Group announced the 1H earnings results which
were in line with our expectations. We are keeping the BUY
recommendation on the shares unchanged.

The earnings were EUR 4.87m, reflecting the strong performance in the
reinsurance segment, and in the direct non-life insurance segment in
Slovenia. The global reinsurance prices have hardened in 1H 2011,
especially for the property CAT business, and are expected to harden
even further in 2012. The reinsurance segment generated EUR 81m of
GWP (of which 84% was external), and EUR 4.2m in net earnings with a
90% CR. The GWP from Asia were up by EUR 13.3m, and Sava Re also
began to write in Africa and in Australia. We conservatively expect 2011
external GWP to reach EUR 122m, up 1% YOY, and the CR to reach
98%.

The Slovenian non-life direct business added EUR 40m to GWP, and
EUR 0.7m to the bottom line. Direct non-life operations outside of
Slovenia added EUR 29m to GWP, and generated a loss of EUR 1.8m in
1H. The Serbian operations are now expected to break even in 1Q
2012, while the Croatian business is scheduled to break even in 2013.
Overall, the total non-life business had a CR of 105.2% in 1H. For 2011
we expect it to generate EUR 131m in GWP (up 5% YOY), with a CR of
102%.

In the life insurance segment, the new business production has slowed
down due to lower demand for the unit-linked products, so the total
GWP was down 2% YQY, to EUR 6.4m (80% from Slovenia). At the
same time, there was a jump in redemptions, up 59% YQY, driven by
maturities of unit-linked life policies (many of them being sold for a 10-
year term, and have now matured). This was accompanied by a EUR
5m release of technical reserves. While Slovenian-based life operations
remained profitable at EUR 0.1m, the non-Slovenian life business had a
loss of EUR 0.8m. We expect the life GWP to reach EUR 13m in 2011,
up 3% YOY.

The net investment income was down sharply by 65% YQY, to EUR
1.9m, due to a number of write-downs on Slovenian equities, as well as
on Sava Tabak. We expect it to reach EUR 7.2m in 2011, down 37%
YOY. The Group's total exposure to non-Slovenian European debt
remains less than EUR 25m, or ~8% of its own investment portfolio.

Finally, ZM (accounted for as an associate) generated EUR 151m in
GWP in 1H, and added EUR 2.4m to the Group'’s net income. We expect
this contribution to grow to EUR 5.5m, up 9% YOY.

As a result, our earnings forecast and the fair value for Sava Re Group
remain unchanged, implying a 29% upside to its current trading level.
At 0.4x 2011 Book Value, Sava Re Group remains a BUY.
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I, Elena Mitropolsky hereby certify that the views expressed in this research report accurately reflect our personal views about the subject
company and its respective securities. I also certify that I have not been, and will not be receiving direct or indirect compensation in exchange
for expressing the specific recommendations in this report.

silkroutefinancial (UK) Limited (“"SRF") has three stock ratings: Buy, Hold, and Sell.
Buy: 15% or more upside

Hold: Within a band of 15% on either side of fair value

Sell: Downside of 15% or more

Our recommendations are based on absolute, local currency estimated returns. The rating is derived from the upside or downside of the current
share price to the price target which is produced by our valuation model. This compares the expected return (measured by forecast net income)
produced by each company being assessed to a required return made up of the government bond yield of the bank’s home country and a risk
premium produced by our LEFALC approach. SRF compiles information on a quarterly basis regarding (i) the proportion of research
recommendations published during the relevant quarter that are Buy, Hold and Sell, and (ii) the proportion of relevant investments in each of
these categories issued by issuers to which SRF supplied material investment banking services in the previous 12 months. If you have not
previously received a copy of the description of SRF's valuation and valuation methodology used in preparing our research or would like to
receive the information described in the previous sentence, please contact SRF to request such a description or information at:
research@silkroutefinancial.com or (+44) 20 7448 3540.

All SRF research analysts are compensated based on a number of factors, including the overall profitability of the company, which is based in
part on SRF’s overall investment banking revenues. SRF and/or one or more of its affiliates may, in the future, act as a manager, placing agent
or otherwise in connection with an offering of securities of the subject company and may offer investment banking advisory services to such
company or its affiliates. SRF considers this communication to be independent and objective investment research, as outlined in the FSA’s New
Conduct of Business Rules 12.2, and it is held out to clients as such. SRF has established and implemented policies to ensure analysts’
impartiality and to prevent conflicts of interest in the production of research, available on request from SRF at: research@silkroutefinancial.com
or (+44) 20 7448 3540.

This communication has been produced and distributed by SRF, which is authorised and regulated by the Financial Services Authority. It is not
an offer or solicitation to buy or sell securities of any company mentioned herein nor shall it or any part of it form the basis of or be relied upon
in connection with any contract or commitment whatsoever. The information relating to any companies mentioned is derived from publicly
available sources and SRF makes no representation as to its accuracy. The opinions, estimates, forecasts and projections expressed in it are as
at the date hereof and are subject to change without notice. No representation or warranty, express or implied, is made as to, and no reliance
should be placed on, the fairness, accuracy, completeness or reasonableness of the information, opinions, forecasts and projections contained in
this document, and neither SRF nor any other person accepts any liability whatsoever for any loss howsoever arising from any use of this
document or its contents or otherwise arising in connection therewith. SRF is not under any obligation to, and does not assume any liability or
responsibility towards, any person to update or correct any inaccuracy or incompleteness of the information, or estimates, forecasts or opinions
prepared on the basis of such information.

THIS DOCUMENT IS BEING SUPPLIED TO YOU SOLELY FOR YOUR INFORMATION AND MAY NOT BE DISTRIBUTED TO THE
MEDIA OR THE PRESS, MAY NOT BE REPRODUCED, REDISTRIBUTED OR PASSED ON, DIRECTLY OR INDIRECTLY, TO ANY
OTHER PERSON OR PUBLISHED, IN WHOLE OR IN PART, FOR ANY PURPOSE. NEITHER THIS DOCUMENT NOR ANY COPY OF IT
MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES, CANADA OR DISTRIBUTED OR REDISTRIBUTED IN JAPAN OR TO
ANY RESIDENT THEREOF. BY ACCEPTING THIS DOCUMENT, YOU AGREE TO BE BOUND BY THE FOREGOING INSTRUCTIONS.

This communication is only intended for and will only be distributed to persons resident in jurisdictions where such distribution or availability
would not be contrary to local laws or regulations. This communication must not be acted upon or relied on by persons in any jurisdiction other
than in accordance with local laws or regulations, and where such person is an investment professional with the requisite sophistication and
resources to understand an investment in securities of the type communicated and to assume associated risks.

This communication is only made to or directed at persons who: (i) are outside the UK, or (ii) have professional experience in matters relating to
investments, and/or (iii) are Eligible Counterparties or Professional Clients, as those terms are defined in the Rules of the Financial Services
Authority (all such persons together being referred to as “relevant persons”). This communication must not be acted on or relied on by persons
who are not relevant persons. Any investment or investment activity to which this communication relates is available only to relevant persons
and will be engaged in only with such persons.

Certain assumptions may have been made in connection with the analysis presented herein, so changes to assumptions may have a material
impact on the analysis. Information on the past performance of a security is not necessarily a guide to its future performance. The investments
discussed herein may be unsuitable for certain investors, depending on their specific investment objectives and financial position.

SRF makes no representation as to investments discussed herein. Investors should independently evaluate each investment discussed in the
context of their own objectives, risk profile and circumstances.
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