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Key Takeaway

A better than expected SII ratio at 201% and EUR 100m increase in capgen

guidance post US tax reform bode well for longer term dividend paying

potential, with management confirming the possibility of more back book

deals in the US. Uncertainty on the US regulatory capital requirement will likely

prevent any dividend or buyback surprises through 2018/19, however.

Excess capital temporary only: AEGON appears to be on the threshold of excess capital:

group SII 201%, Dutch SII 199%, both above upper end targets of 200%/190%, respectively.

Pro forma for possible NAIC adjustments post tax reform in the US, however, and UFR

lowering and planned portfolio re-risking in the Netherlands, our SII forecasts 2018/19

appear less compelling - group 186%/190%, Dutch 189%/183% - suggesting within range

but not in excess territory.

Potential for further corporate redeployment: Management have confirmed their

openness to exiting the fixed annuity book in the US. Voya’s recently announced US$ 30bn

back book exit (variable and fixed annuity) enabling >US$ 1bn capital release, compares

with AEGON’s cUS$20bn VA and FA back book suggesting > US$ 0.5bn of capital release

potential (= c 6pts on group SII). Our group SII forecasts on this basis would rise to

192%/196%, still below the 200% excess threshold for buybacks however. There is also the

possibility that AEGON embark on a wider scale paring down of periphery exposures (the

CEE for example) along the lines of periphery withdrawal at AXA and Generali. We believe

this is less likely, however, where management appear committed to their global reach.

Capgen momentum: Q4 capgen at EUR 384m comfortably beat market expectations with

management now lifting capgen guidance for 2018 to EUR 1.4bn (+ EUR 100m for lower

US taxes where AEGON’s long duration portfolio should help protect it from likely pricing

declines post tax cuts). We detect a number of factors suggesting a modicum of capgen

momentum beyond 2018:

■ Management have confirmed the current run rate of cost cuts at EUR 280m vs EUR

350m targeted for 2018, suggesting to us a beat at plan completion, with an additional

US$30m of costs saves beyond 2018 from TATA outsource. We expect the December

NY Investor Day to be considerably more forthcoming on additional digitalisation and

efficiency benefits yet to feed through.

■ Franchise strengthening in both the UK and Dutch markets (we note supportive

management presentations on both in recent months). Earnings momentum of 5-10%

is now targeted for the Netherlands, where UK capgen targets were lifted last year from

£70m to £100m on the back of platform momentum

■ The 50bps rise in US 10 yr yields since the beginning of the year adds on our calculation

an annual 1-2% to US earnings momentum for the next 5 years.

Dividend guidance unchanged: Management are guiding to full delivery of the EUR

2.1bn capital return to shareholders as targeted in the original 2018 plan in line with

our dividend forecast of EUR 0.28 for 2018 (as per consensus). Scope for buybacks or

dividend acceleration over our forecast period will therefore be dependent either on a more

favourable US regulatory outcome (clarification to be given as late as 2019), or wider scale

non-core exits.

Valuation: AEGON trades (vs peers) on a 2019 PER of 8.1X (10.2X), and 2018 dividend

yield 5.2% (5.3%).

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 2 to 5 of this report.



Company Description

Global pensions, long term savings, life and health insurance provider predominantly in the US, Netherlands, the UK and CEE, with non-life

operations in the Netherlands, Spain and Hungary.
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Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
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Notes: Each box in the Rating and Price Target History chart above represents actions over the past three years in which an analyst initiated on a
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Legend:

I: Initiating Coverage

D: Dropped Coverage

B: Buy

H: Hold

UP: Underperform

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Distribution of Ratings

IB Serv./Past 12 Mos. JIL Mkt Serv./Past 12

Mos.

Rating Count Percent Count Percent Count Percent

BUY 1106 53.35% 340 30.74% 69 6.24%

HOLD 823 39.70% 164 19.93% 23 2.79%

UNDERPERFORM 144 6.95% 20 13.89% 3 2.08%
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been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise lawfully distributed. Jefferies
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public appearances, and interactions between research analysts and those outside of the research department; (ii) ensure that research analysts are
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work. Jefferies International Limited’s conflicts management policy sets out the arrangements Jefferies International Limited employs to manage any
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Limited is regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this material is provided by Jefferies Singapore
Limited pursuant to Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited,
expert or institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are any matters arising from, or
in connection with this material, please contact Jefferies Singapore Limited, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624,
telephone: +65 6551 3950. In Japan this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong,
this report is issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong
Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed. The research
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India Private Limited. In Australia this information is issued solely by Jefferies International Limited and is directed solely at wholesale clients within
the meaning of the Corporations Act 2001 of Australia (the "Act") in connection with their consideration of any investment or investment service
that is the subject of this document. Any offer or issue that is the subject of this document does not require, and this document is not, a disclosure
document or product disclosure statement within the meaning of the Act. Jefferies International Limited is authorised and regulated by the Financial
Conduct Authority under the laws of the United Kingdom, which differ from Australian laws. Jefferies International Limited has obtained relief under
Australian Securities and Investments Commission Class Order 03/1099, which conditionally exempts it from holding an Australian financial services
licence under the Act in respect of the provision of certain financial services to wholesale clients. Recipients of this document in any other jurisdictions
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This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. Jefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request Jefferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
expressed in the analyst's published research, the analyst has a reasonable basis and any inconsistencies can be reasonably explained. This material
does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, if appropriate,
seek professional advice, including tax advice. The price and value of the investments referred to herein and the income from them may fluctuate. Past
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange
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rates could have adverse effects on the value or price of, or income derived from, certain investments. This report has been prepared independently of
any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of securities. None
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use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content,
including ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.

Jefferies research reports are disseminated and available primarily electronically, and, in some cases, in printed form. Electronic research is
simultaneously available to all clients. Additional research products including models are available on Jefferies Global Markets Portal. This report or
any portion hereof may not be reprinted, sold or redistributed without the written consent of Jefferies. Neither Jefferies nor any officer nor employee of
Jefferies accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this report or its contents.

For Important Disclosure information, please visit our website at https://javatar.bluematrix.com/sellside/Disclosures.action or call 1.888.JEFFERIES

© 2018 Jefferies Group LLC

AGN NA

Company Update

15 February 2018

page 5 of 5 , Equity Analyst, +44 (0) 20 7029 8784, mcathcart@jefferies.comMark Cathcart

Please see important disclosure information on pages 2 - 5 of this report.


