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MCEV analysis MAPFRE

Development of the MCEV in 2018

Adjusted Net Asset Value (ANAV)"
Value of In-force Business (VIF)""

Market Consistent Embedded Value (MCEV)""

______________________________________________________________________________________

i Attributable to the Parent Company | 4,534.3 5.2%;
; | |
{Attributable to Non Controlling Interests | - 1,982.5 .+ . -22. 7%

e JR _‘\.,_,,.,,.,,_,,.,,.,,_,,.,,.,,uw ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, R

Return on Embedded Value (RoEV)

Present Value of New Business Income (PVNBI)"

SoE e TeTE T R T R SN S S
Value added by new business'" | 308.8 -36.9%
“““““““““““““““““““““““““““““““““ ,nh,,,,,,,,,,,,,,,,““““““““““w,,,,,,,Wy,y,Wym““hhhhhw,,,,,,,,,,,,,7\,,,““““““““““w,,,,,,,WyJ;,WWWM“““hhhh,n,n,,,nnn.
New business margin 5 6.4% | -0.8 p.p

Key highlights

® Reduction of Adjusted Net Asset Value in Spain Life businesses by distribution of extraordinary dividends

charged to reserves.
= Unfavorable effect due to exchange rate differences.

Million Euros 3

(1) No adjustments made for the share of Non Controlling interests.



MCEV analysis ® MAPFRE

MCEV components and their variation in 2018
MCEV 2017 MCEV 2018

8.500 -
8.000 -
7.500 -
7.000 -
6.500 -
6.000 -
5.500 -
5.000 -
4.500 -
4.000 -
3.500 -
3.000 -
2.500 -
2.000 -1,885.3
1.500 -
1.000 -

500 -

5,045.9

_
(571)  (84)
501.1
1,625.0

ANAV ANAYV Non PVFP CoC TVFOG 2017 MCEV ANAV ANAV Non PVFP CoC TVFOG 2018 MCEV
Parent Controlling Parent Controlling
2017 Interests 2018 Interests

711.0

Million Euros




MCEV analysis MAPFRE

Breakdown of the 2018 MCEV

By business line By distribution channel
€ mill, % A%
Adjusted Net Asset Value 2,126.1 32.6% = -18.1% € mill. % A%
Net PVFP(" - Life Assurance® » 3,082.5 47.3% -9.5% Adjusted Net Asset Value 2,126.1 32.6% -18.1%
- PVFP 3,582.6 -8.3% Net PVFP - Non bank channels 2,158.5 33.1% 19.6%
- CoC (500.1) “0.5% - PVFP 2,467.1 7.9%
Net PVFPY - Burial Assurance 1,003.4 15.4% 3.4% - CoC (308.6) -35.9%
- PVFP 1,063.4 4.4%
- CoC (60.1) 25.4% Net PVFP - Bank channels 2,316.0 35.5% -23.7%
Net PVFP( - Mutual Funds 196.9 3.0% = -15.6% - PVFP 2,578.8 17.2%
- PVFP 199.5 15.3% - CoC - @e28) 228.0%
- CoC (2.6) 11.7% TVFOG (83.9) -1.3% -0.7%
Net PVFP() - Pension Funds 191.7 2.9% = -16.4% | MCEV 2018 ©6,516.7  100.0% = -11.3%
- PVFP 200.4 -15.9%
- CoC (8.9 -3.2% \ Initial capital used to calculate the CoC® = 1,672.0 O -0.2%
TVFOG (83.9) -1.3% -0.7% ‘ ‘ ‘
| MCEV 2018 - 6,516.7  100.0% = -11.3% |

By undertaking

Spa'in Spain - Burial Port!.lgal - Ma!ta - Bra.sil - Pert] - Méx.ico - Total
Life Life Life Life Life Life
Adjusted Net Asset Value 1,314.0 180.5 24.4 114.0 391.5 84.8 16.9 2,126.1
Net PVFP (") 2,044.2 944.5 19.8 52.9 1,308.2 63.9 41.0 4,474.5
TVFOG (77.0) 0.0 (1) (5.7) 0.0 0.0 0.0 (83.9)
MCEV 2018 03,2812 1,125.0 431 161.2  1,699.7 148.7  57.9  6,516.7 |
% on Total MCEV 50.4% 17.3% 0.7% 2.5% 26.1% 2.3% 0.9% 100.0%
Million Euros 5

(1) Net PVFP = PVFP - CoC
(2) Includes the in-force values of the Life assurance and Accidental Death insurance businesses.
(3) CoC calculations based on an amount of capital equal to 100% of the solvency capital requirement, applying the new rules of Solvency Il. Brazil's business is considered by third country equivalence.



MCEV analysis MAPFRE

Share of the parent company in the 2018 VIF

4,474.5 4,390.6
(83.9)
2,909.3
(1,481.3)
Net PVFP TVFOG VIF Non VIF
pre-TVFOG Controlling attributable
Interests VIF to
MAPFRE
GROUP

Million Euros

Net PVFP = PVFP - CoC



MCEV analysis MAPFRE

Value added in 2018
Change in Embedded Value

I |
X , 88.4 18.3 - 3.8 | A
— | ——— (301 _8) |
(246.5) ! !
| |
6 6,516.7
(793.5)
RoEV =1.7%""
MCEV 2017 Differences Changesin Changes in Changes in Value added Operating Others Value added Additions (2) Dividends MCEV 2018
by exchange  model non economic by new variances in 2018 paid and
rate economic assumptions business other items

assumptions

Million Euros

(1) Return on Embedded Value = value added in the year / Embedded Value 2017, adjusted for changes in model and current exchange rate
(2) Inclusion of life business of MAPFRE Tepeyac in México



MCEV analysis ® MAPFRE

Analysis of the main variations in MCEV

Description

Exchanges rates = Changes in exchange rates in Brazil and Peru (-246.5 million euros).

. = |n non economic assumptions, favorable behavior in claims and the release of

. capital costs for the passage of 1 year offset unfavorable behavior of the lapse

. rate and increase in maintenance expenses (total effect of +88.4 million euros).

assumptions » In economic assumptions, the joint effect due to variations in financial yields and
. the discount curve is +9 million euros. Changes in TVFOG have an impact of +9

million euros.

Changes in

= Reduction in Adjusted Net Asset Value of MAPFRE Vida in Spain due to a voluntary
. decapitalization to adapt the capital ratio, with a charge to reserves and an issue
premium (-228 million euros), and distribution of dividends (-566 million euros).

Dividends and
other items




MCEV analysis ® MAPFRE

Analysis of the main variations in MCEV (contd.)

Change Description

Value of New = |t reflects the impact on the MCEV of the value of the new business underwritten
Business . in 2018 (+320.2 million euros).

= |t reflects the differences between the expected value and the real value (-301.8
million euros). Most of this variation comes from Brazil's risk businesses, due to
changes in the expected behavior of the lapse rate and maintenance expenses.

Operating
variances

.......................................................................................................................................................................................................................................................................................

Inclusions and
exclusions




MCEV analysis MAPFRE

Value added by new business (VNB)

Development of the value added Key highlights

Decrease in the value of the new
business in investment funds in Spain
. Life and burial business.

......................................................................................................................................

Decrease in the value of the new
yAl | business in Brazil due to higher
. maintenance expenses.
3 Increase in acquisition expenses other

. than commissions in MAPFRE Vida.

......................................................................................................................................

2017 2018

- With constant exchange rates the
4 . value of the new business in 2018
would be 20.6 million euros higher

mmm Value added by new business (€ million)

—a—Margin over PVNBI (%)

PVNBI = Present Value of New Business Incomes



MCEV analysis MAPFRE

Sensitivity analysis of the Market Consistent Embedded Value (MCEV)(")

Sensitivity Variation in MCEV Resulting value

100bp i in int t
et 35 o I

10% decrease in the value
of stocks and real estate -63.5 - 6,453.2

10% decrease in expenses _ 166.7 6,683.4

Base scenario
€6,516.7M

10% d in th
o e I 55.c 6,772

5% decrease in mortality and _
morbidity 171.9 6,688.5

100bp decrease in interest _ 316.5 6,833.2

rates

Million Euros

11

(1) MCEV = ANAV + VIF



MCEV analysis

MAPFRE

Sensitivity analysis of the value added by new business (VNB)

Sensitivity

Variation in VNB

Resulting value

100bp increase in interest
rates

10% decrease in the value
of stocks and real estate

10% decrease in expenses

Base scenario
€ 308.8 M

10% decrease in the
lapse rate

5% decrease in mortality and
morbidity

100bp decrease in interest
rates

Million Euros

55 I

0.8

B 0.6
- X
KK

303.3

308.0

319.7

332.3

317.1

310.7

12
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Willis Towers Watson opinion letter MAPFRE

Willis Towers Watson LI"I"LI e i~
Ll D Wl S0 A
P s
nt wara
k™A

10 May 2019
SA
Cametera de Pozusio 52

Edificio 1
23272 Majadahanda (Magrid)

Dear Sirs,
Opinlon letber — MCEV results of certain subsidlaries of Mapfre, 5.5, as at 31 December 2018
1. Towers Watson de Espafia, S.A. [Willls Towers Watson™) has been appointed by Mapire, 5.4 1o
provide an actuaral opinon on the caicuiation of the embeddad value EV™) resiits of cestain
suneidlaries of Mapfe, SA. 35 at 31 Decamider 2013 for extenal use.
2. The EWV results have besn prepared by Mapfre, S.A to comply wim the Market Conslstent
Embedded Valuz Principles and Guidancs Issued by the CFC Forum dated Aprl 2016 (he
"MCEW Principles™).
3. The EW results of Map®e, S.A. cover the businees of the following companles:

- Mapf= Vida, S.A de Sequros y Re3aseguros sobre 13 Vida Humana ["Mapte Vids™) and ks
subsidlanes:

3. Banikia Map¥e Vida, S.A e Sequns y Reaseguis;

b. Mapfre vessltn SV, SA., conslsting of Mapfre Inverskin Dos, S.G.1LC., 5.4 and
Mapire Wida Pensiones, EGFP., 5A

c. Sankinter Seguims g VIda, SA de SEQUIDs ¥ Reasequrns;
d. CCM Viga y Penslonss A de Segums y Reaseguros.
- Mapfre Seguros de Vida, S.A In Poriugal;
- Migdiesea Vallella Lite Assurance Co Lid, business of Mapfre In Malia;

- Funeral DUsIneEs of the proparty and casuaity company of Mape in Spain, Magia Espafta,
A

- Lie and funeral business of Mapfre Pem Vida;

- Life bisiness for Mapie In Brazl (MAPFRE Previdencla, BE MAPFRE SH1 Partkipagdes
and MAPFRE BE SH2 Paricpagies SA) and

- Lt nisiness of Mape Tepeyac i Mésien.

e W S0 E G, A S B

TR, SR ST Firal g _EN_Fre mo

14



Willis Towers Watson opinion letter MAPFRE

Willis Towers Watson |

e
12 My e

This & refemed to 35 the covered business. The non-covered business which s not included
In the EV rasults consisis of the 2 Insurance business soid In ofer countes which
represents around 5% of the iotal technical provisions of the Ife Insurance of Mapfre as of 31
Decamiber 2018,

Scope

4. Wi the excepion of the Ife Dusiness of Mapfre Tepeyac, Mie EV resulis have been prepared by
Mapire, S.A. and is subsidianes and Wills Towers Watson has camed out 3 review of the
and assumptions used by Mapfre, 5.A 1o calculate the E'u'restl'tsaganslﬂ'e
requirements of the MCEV Principles. A summany of the key aspects of

methodalogy an
assumptions wsed by Mapfre, 5.4 can be found In Section 3 Methodological qu:endht-ur Mz
MCEWV 2018 presantation.

S, The EW rasults of the Ife business of Mapie Tepeyac have been prepansd by Wills Towers
Watson, based on Satvency Il projected £3sh-ACWS recatved Som Magie, 5.4, and B
sunEKIarias.,

£. WWillis Towers Watson has also reviewad the 2018 EV and new business value results, he
senshivitas and the EW eamings in 2018 prepared by Mapfre, S.A_, 35 shown on pages 3-12 of
Mapire MCEV 2015 presentation.

Conclusions

=

VlIlks Towers Watson has conciuded that the methodoiogy and assumptions usad, iogether with
the disciosure provided In this document, comply wih the MCEV Pringpies and Guidanca.

£ This compilance hias been achieved by aligning the MCEW basls to Mapfre, 5.4 Soivency I
mehodaiogy and assUmptions, 35 penmitiad by he revised MCEV Principles and Guidancs dated
April 2015, excapt for tha contract boundaries of the annUaEl rEnewabie PrOJUCE, Wers unger
MCEV metmoaoingy fubure renewals were projected, considening the assumed probaniity of
cancellabion, untl the expiration of he contracts.

5. Consisiant with the above, the cost of capital was caiculated on @ Meorztical required capitsl,
which would comespond to applying that same Imit of contract to the calculation of the Nsks.

10. Further, based on a high-leved review of the resulls of the calouiations, but without undestaking
detalled chacks on the models and processes Invatved, WS Towers Watson conslders that any
Issues discovered do not have a materal Impact on the 2018 embaddad valwe, analysts of
embedded value eaTings, value of new business and serstivity =6ts.

11. Cur work and this letter are subject to the rellances and limitstions contained In paragraphs 12 o
18 of this lether. The woek |5 based on Information rceivied up o and Inciuding 30 Aprl 2015,

Rallances and Hmitaticns

12, The review was conducted on behal of Mapre, S.A. In actodance with Instnuction from the
Direciors of Mapfre 5.4 Our cgdnion ls made solely o Mapfre, 5S4 In accordance with the terms
of Willks Towers Watson's engagement lettier. To the fullest extent permitied by appilcabie law,
Willls Towers Watson Soes not 3ccept o assume amy responsibliiy, duty of care or lablity to
anyone other than Mapine, SUA for or In connection with Hs review work, the apinions it has
formeed, or for any statement set forth In this ketter.

13. VWillis Towers Watson has prepared this Opinlon katter for fs Intended use by parsons fzchnicaly
competent In fnancial and Insurance matiers and solefy for the use of Mapte, 5.4 It should not
be relied Upan by Ty oMer party. Mo Feferenca to Willls Towers Watson In any rapors, acCourts
or other puniished documeants ks permitied withou? ur prior written consent.

T e L e L T E R Page S

15



Willis Towers Watson opinion letter MAPFRE

WillisTowersWatson 1d°1°L1 8y S8

14. In camying out our review we have relled without Independent verficaion upon the acturacy and
compieteness of the data and Information provided o us, both I writen and oral form, by Mapine,
S.A and Hs subsidianes and we have besn Informad that the Directors of Mapfre, SA. know of
o other Information or data which cught 1o hawve been made avallable to Willls Towers 'Watson
that would manenaly affect the opinion set out hesedin.

15. We have not reviewad the compliance of Mapfre's Solvency Il methodology and assumptions
agairest Soivency Il reguUiations and requirements. We have not reviewed Nefther me Solvency I

projected cash fiows provided for Mapfne Tapayac:

16. Rellance has been placad upaon, but not Imked io, Information regarding historical annual reparis
and accounts, Ife Insurance and mutal and penslon fund proguct charactenistics and charges,
assat alocations by product Ine, =52t values, expenss analyses, sales foros commission soales,
Intemal daim and dsconbinuance studles, levels of In-fofce premiumes, number of policies,
technical reserves, mubual and penskon funds by product, i2ms of reinsurance agresments,
elactnonic policy daia bases, cash fiow projections sby product, analysss of movement and
analyses of sensiivities.

17. We have not atiempted to assess the sutanlity, qualty or vaius of the assets of Mapfre, 5.4 and
Its sLbEItIaries, of 1D provide any wamanty 35 1D the ad=quacy of the techical resanves. We have
a0 nat Investigated any ciaims against Mapfre, S.A. and Hs subsidlaries, other than those mads
by pollcyholders of fund parfcipants under the nommal tenms of Insurance, mutual fund of pensian
fund business. In particular, no account has been tken of Labiities In respect of pension
entitiements, service contracts, leases and braaches of legisiation, reguizory nukss of guidance.

18. ASSUMEDtioNS are mads aoout future experence, inciuding sconomic and Investment experiance,
ta, EXpenses, [apse rates, moralty and reinsurance. These assUMplions Nave been made on
the Dasls of reasonabie estimaies. Howewer, aciual fuhme expefence is Ikely to differ from these
Sssumptions, due o random fuciustons, changes In the ooerating environment and other
factoes. Such vanations In experience couid have a significant effect on the results and
conciusions of this Ietiar. No wamanty ks given by Wlls Towers Watson that the assumptions
made In this letier will be reflectad In achual experience.

Yours Sincerely,

16
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Methodological appendix MAPFRE

Covered business

The 2018 Embedded Value of the Life and Burial business generated by the companies with
the highest business volume (measured in provisions) of the MAPFRE Group has been
determined, consisting of the following business blocks:

Life assurance (including complementary) and Accidental Death insurance businesses sold through the
agent channel in the IBERIA region (MAPFRE VIDA in Spain and MAPFRE SEGUROQOS DE VIDA in Portugal).

Life assurance business (including complementary) and Accidental Death insurance businesses in
BANKIA MAPFRE VIDA.

Life assurance (including complementary), Accidental Death insurance businesses and Pension Funds
businesses of CCM VIDA'Y PENSIONES and BANKINTER SEGUROS DE VIDA (including business in Spain
and Portugal).

Mutual fund and pension fund businesses of MAPFRE INVERSION S.V., S.A., MAPFRE INVERSION DOS,
S.G.1.1.C., S.A. and MAPFRE VIDA PENSIONES, E.G.F.P., S.A. de Seguros, S.A. ("MAPFRE INVERSION Y
PENSIONES").

Burial business of MAPFRE ESPANA.
Life business of MIDDLESEA VALLETA in Malta.
Life and Burial business of MAPFRE PERU Vida.

Life business in Brazil of MAPFRE Previdencia, BBMAPFRE SH1 Participacoes y MAPFRE BB SH2
Participacoes S.A.

Life business in Mexico of MAPFRE Tepeyac.

Non-covered business

The MAPFRE Group operates in the Life insurance business in other countries that have not been included in the
calculation scope of the MCEV 2018. These entities, out of reach in this information, represent around 5% of the total
technical provisions of the life insurance of the MAPFRE Group as of 12/31/2018. 18




Methodological appendix MAPFRE

Methodology

» The embedded value of the Life assurance, Accidental Death insurance, Mutual funds and Pension
funds businesses includes the adjusted net asset value and the value of in-force business, defined as
follows:

- Embedded value = Adjusted Net Asset Value + Value of In-Force Business
- Adjusted Net Asset Value (ANAV) = Shareholders’ equity at market value, adjusted to obtain the economic value of capital

- Value of the In-Force Business (VIF) = PVFP - TVFOG - CoC

= The calculation methodology for 2018 follows the Market Consistent Embedded Value (MCEV) criteria
and principles.

= According to the latest version of the MCEV principles, a methodology alighed with Solvency Il criteria
has been chosen, except for:

- Contract limits: in annual renewable products in which solvency Il criterion establishes that the contract limit for
valuation purposes is at the end of the current annuity, the criterion applied in the MCEV has been to project the
successive renewals, considering the probability of cancellation, until the expiration of the contracts.

- Consistent with the above, the cost of capital has been calculated on a theoretical required capital, which would
correspond to applying that same limit of contract to the calculation of the risks.

In particular, Solvency Il criteria have been followed in:

- Discount Curves: Risk-free reference rates published by EIOPA at the valuation date have been used, including volatility
adjustments or matching adjustments (by product).

- Risk Margin methodology has been followed for the cost of capital, including the factor of 6% per annum (before taxes).

19




Apéndice metodolégico MAPFRE
Methodology (contd.)

= Adjusted Net Asset Value (ANAV):

- Adjusted Net Asset Value or "ANAV" is equal to equity in accordance with IFRS adjusted by: committed
donations and dividends; goodwill; deferred expenses; and any other element necessary to obtain the
economic value of capital.

= Present Value of Future Profits (PVFP):

- The Present Value of Future Profits or "PVFP" is equal to the present value of expected future accounting
profits of the portfolio in force at the valuation date, after tax and discounted to the reference curve.
The financial performance of the business in force has been calculated on the basis of interest rates on
the reference curve, except for fixed interest rate assets related to Life-Savings insurance, where book
yields have been used with an adjustment for credit risk based on the market value of the assets. The
PVFP includes the "intrinsic value” of the FOG granted to the insured.

- The financial performance of future investments has been calculated based on interest rates of the
reference curve.

20




Methodological appendix MAPFRE

Methodology (contd.)

= Time Value of Financial Options and Guarantees (TVFOG):

- Under MCEVP, FOG (Financial Options and Guarantees) are defined as those features of the covered
business conferring potentially valuable underlying guarantees, or options to change, the level or
nature of policyholders’ benefits and exercisable at the discretion of policyholders, whose potential
value is impacted by the performance of financial variables.

- The cost of FOG is valued through the measurement of two different elements:

intrinsic value: the cost of FOG under existing conditions at the valuation date
time value: the change in the cost of FOG resulting from potential changes in policyholders’ benefits
that may occur throughout the life of the policy

- The intrinsic value of FOG is already recognised implicitly in the calculation of the PVFP. It is therefore
necessary to include the additional cost arising from the time value of FOG (TVFOG).

- TVFOG was calculated for the main FOG in the covered Life business. Specifically, the calculation
focused on the TVFOG corresponding to the guaranteed interest rate in with-profits products, as well as
in other products with variable interest rates and minimum guaranteed returns.

- The calculation of TVFOG assumed the realisation of gains/losses on equity and property investments
to:

minimise the impact of profit sharing on the Company’s results; and
keep the asset mix close to its breakdown as at 31.12.2018.

- TVFOG is based on stochastic simulations of market-consistent financial assumptions (between 1,000
and 2,000, depending on the entity) and is equal to the difference between the value of in-force
business calculated under a deterministic approach and the average value of the in-force business
calculated stochastically.

21




Methodological appendix MAPFRE

Methodology (contd.)
= Cost of Capital (CoC):

- In line with the Risk Margin Solvency Il calculation, the CoC used in the 2018 MCEV has been measured
by applying a fixed rate of 6% (gross of taxes) to the required solvency capital, excluding market risks.
The same criterion of contract limits has been considered as in the calculation of the PVFP.

- It is an adjustment for frictional costs and non-hedgeable risks, not considered in the Present Value of
Future Profits.

- To calculate the CoC, the required capital has been projected into the future based on the most
appropriate drivers for each line of business.

=  With-profits business:

- MAPFRE’s with-profits in-force business in Spain comprises products with the following features that are
common in the Spanish insurance market:
« A minimum return guarantee, ranging between 0.5% and 6.0% in MAPFRE’s case.

« A profit-sharing mechanism defined as: X% of (Financial return - minimum guaranteed return - expense
loadings) over the average mathematical reserve, which cannot be negative under any circumstance. X% varies
by product, although it is equal to 90% in most cases. Financial returns and their volatility depend on the book
returns of the assets backing the product, and is subject to some degree of discretion by management
including, for instance, decisions on the realisation of gains/losses and on the asset mix.

- The combination of a minimum return guarantee and a profit-sharing mechanism that cannot yield
negative results generates asymmetric flows for shareholders and, as a consequence, a positive time
value of FOG.

- The profit-sharing business in Malta consists of products with flexible future discretionary participation
with characteristics similar to those in the English market.

- Peru's with-profits business functions similarly to the business in Spain.

22




Methodological appendix MAPFRE

Methodology (contd.)

= Look through MCEVP:

- In order to correctly assign revenues and expenses to the businesses that generate them and measure
the value of each block of business more consistently with its economic reality, the following
adjustments were made:

The Mutual Funds business, as well as a part of Pension Funds and Accidental Death businesses, are sold
through the distribution network of MAPFRE VIDA. The MCEV and VNB of the aforementioned Mutual
Funds, Pension Funds and Accidental Death businesses have been adjusted in order to include the net
present value of the future profits/losses expected to arise in the distribution company from this
business.

The assets of the Life assurance business are managed by MAPFRE INVERSION Y PENSIONES. The MCEV
and VNB of the aforementioned Life assurance business have been adjusted in order to include the net
present value of the future profits/losses expected to arise in the asset management company from this
business.

= Sensitivity:

- In interest rates downward sensitivity, where the shift of 100 basis points drops rates below 0%, they
are floored at zero according to the MCEV Guidance. Where the base rates are already negative they
are not further reduced.

23




Methodological appendix MAPFRE

Methodology (contd.)

= Value added by New Business (VNB):

- In Life assurance and Burial insurance, new business is defined as single, extraordinary and regular
premiums written in the year, as well as extraordinary contributions to existing policies not already
considered in the valuation of the in-force business. In the Mutual Funds business, new business is
defined as new contributions. In the Pension Funds business, new business is defined as single,
extraordinary and regular contributions from new participants, as well as extraordinary contributions
from existing participants.

- The value added by new business is the intrinsic value added by new business in the period, net of
acquisition expenses, TVFOG and CoC, valued at year-end using the assumptions applicable at that
point in time.

= Statement of Directors:

-~ The Board of Directors of MAPFRE, S.A. confirms that the results shown in this document have been
prepared in all material respects in accordance with the Market Consistent Embedded Value
Principles issued by the European Insurance CFO Forum in April 2016.

This document presents the results, methodology and underlying assumptions used to calculate the
2018 MCEV for all the covered business.

Willis Towers Watson has been engaged to review the calculation of the embedded value results. The
scope and conclusions of this review are stated in the Willis Towers Watson opinion letter.

24




Methodological appendix

Assumptions

Discount rate

Financial returns
- Existing assets

- Reinvestment yield

Maintenance expenses

Fees and comissions

Mortality, disability,
surrenders and turnovers

Cost of Capital
- Capital requirement
- Annual cost

Tax rate

Stochastic asset
model (TVFOG)

Exchange rate

MCEV 2017

MAPFRE

MCEV 2018

Risk free rates as 31/12/2018

Euro Brasil Peru

1 ano -0,36% 6,75% 3,29%

5 afhos 0,21% 9,49% 3,94%
10 anos 0,80% 10,20% 4,63%
15 anos 1,17% 10,00% 5,13%
20 anos 1,36% 9,46% 5,20%

Interest rates on the EIOPA curve'', except for the
existing fixed-income assets

Saving, for which yields have been used in

Books with a credit risk adjustment based on

the market value of assets

Based on the risk-free curve
Risk at 12/31/2017

- Based on internal studies

- Expressed in euros per policy

- Indexed to inflation

- There are no exceptional expenses to be excluded
In line with the existing fee structure

Tables based on the company's
own experience

100% SCR Solvency Il (without limit of contract)
6% per annum before taxes

The one corresponding to the country and year
Consistent with the market using

implied volatilities in options on

swaps as of 12/31/2017

Brazilian Real (0.2515), Peruvian Sol (0.2573)
to 12/31/2017

(1) With Volatility or Matching Adjustment for certain businesses, as applied under Solvency Il.

Risk free rates as 31/12/2018

Euro Brasil Peri  México

1 ano -0,33% 6,35% 3,99%  8,80%

5 anos 0,10% 8,61% 4,54%  8,55%
10 anos 0,73% 9,02% 4,98%  8,93%
15 anos 1,11% 8,75% 5,08%  9,34%
20 anos 1,28% 8,33% 5,02%  9,72%

Interest rates on the EIOPA curve"", except for the
existing fixed-income assets

Saving, for which yields have been used in

Books with a credit risk adjustment based on

the market value of assets

Based on the risk-free curve

Risk at 12/31/2018

- Based on internal studies

- Expressed in euros per policy

- Indexed to inflation

- There are no exceptional expenses to be excluded
In line with the existing fee structure

Tables based on the company's
own experience

100% SCR Solvency Il (without limit of contract)
6% per annum before taxes

The one corresponding to the country and year
Consistent with the market using

implied volatilities in options on

swaps as of 12/31/2018

Brazilian Real (0.2249), Peruvian Sol (0.2591)
and Mexican peso (0.0444) to 12/31/2018
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Statistical appendix MAPFRE

Breakdown of the value added by new business (VNB)

Breakdown by business line

Life Assurance: . 3,975.4 3,837 391.0 | 309.2 | 9.8% | 8.1%
- Non bank channels 1,467.0 | 1,476.4 | 27.5 | 4.8 1.9% | 0.3%
- Bank channel 2,508.5 | 2,356.3 | 3635 | 3044 | 14.5% | 12.9%
~ BurialAssurance i 121.0 | 565 . 371 |  -25 i  30.7% :  -4.4%

—————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————

_______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Pension Funds . 1,117.0 | 646.9 15.4 | 3.5 1.4% | 0.5%
- Non bank channels 588.8 | 348.1 | 2.9 | 2.8 0.5% | -0.8%
- Bank channel i 528.3 | 298.8 12.5 | 6.4 2.4% | 2.1%

TOTAL  6,803.2 . 4,855.6 | 489.7 308.8 | 7.2% 6.4%

Non bank channels 03,7665 | 2,200.5 | 113.7

i
§ |
Bank channels . 3,036.7 2,655.1 375.9 E 310.8 12.4% | 11.7%
: i ; | ; ;
E

TOTAL . 6,803.2 . 4,855.6 489.7

Million Euros
27

(1) Present Value of New Business Incomes
(2) Value added by New Business.



Statistical appendix MAPFRE

Breakdown of 2018 change in MCEV between ANAV and VIF()

i
Value of in-force |
ANAV ) g TOTAL

. business §
Value in 2017 - Attributable to MAPFRE Group | 1,885.3 2,899.8 | 4,785.1
Non controlling interests 711.0 1,854.5 2,565.5
Value in 2017 2,596.3 4,754.3 | 7,350.6
Changes in non economic assumptions 0.0 88.4 5 88.4
Changes in economic assumptions 13.0 5.3 | 18.3
Value added by new business -66.6 386.8 | 320.2
Deviation of actual value from expectations 419.2 -720.9 § -301.8
Others -28.9 25.1 § 3.8

------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- Ii------------------------------------------------------
Value added in 2018 336.7 -215.4 ; 121.3
' Changesinthe model o 9.1 L 79 269

Additions 16.9 41.0 | 57.9
Dividends paid and other items -793.5 0.0 : -793.5
Changes in exchange rates -49.4 -197.1 | -246.5
Value in 2018 2,126.1 4,390.6 | 6,516.7
Non Controlling Interests 501.1 1,481.4 1,982.4
Value in 2018 - Attributable to MAPFRE Group 1,625.0 2,909.3 § 4,534.3

Million Euros
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(1) VIF = PVFP - TVFOG - CoC
(2) Return on Embedded Value» = Value added in the year/ Previous Embedded Value, adjusted for changes in the model



Statistical appendix MAPFRE

Breakdown of the sensitivity analysis
Sensitivity of the Market Consistent Embedded Value

SPAIN SPAIN MALTA BRASIL PERU  PORTUGAL  MEXICO
LIFE BURIAL MSV LIFE LIFE LIFE LIFE
|mpactof _________________________________________________________________________________________________________________
o 100bpmcrease m mterest rates B S 1722 o 873 o 16 o 853 S 29 S 16 o 20
- 10% decrease in the value of stocks and real estate -53.2 0.0 -4.7 1.0 -5.8 -0.7 0.0
- 10% decrease in expenses 66.7 70.2 1.7 22.6 3.8 1.1 0.6
- 10% decrease in the lapse rate 179.3 64.3 0.6 1.3 3.9 2.7 3.5
- 5% decrease in mortality and morbidity -2.0 117.8 2.0 52.1 1.0 0.4 0.5
- 100bp decrease in interest rates 134.7 90.1 -4.1 91.8 2.0 0.6 1.6

Sensitivity of the value added by new business

SPAIN SPAIN MALTA BRASIL PERU  PORTUGAL = MEXICO
LIFE BURIAL MSV LIFE LIFE LIFE LIFE
. |mpactof B | L
o 1 o()bpmcrease m mterest rates S e 91 o 03 S 03 o 08 o 13 o 02 o 02 :
- 10% decrease in the value of stocks and real estate 0.0 0.0 -0.8 0.0 0.0 0.0 0.0
- 10% decrease in expenses 7.7 0.0 0.1 2.0 0.7 0.2 0.1
- 10% decrease in the lapse rate 21.4 0.2 0.1 0.2 0.7 0.7 0.2
- 5% decrease in mortality and morbidity 3.1 0.1 -0.3 5.1 0.1 0.2 0.1
- 100bp decrease in interest rates 7.6 -0.6 -1.4 -0.8 -2.4 -0.2 -0.2

Million Euros 29




Statistical appendix MAPFRE

Reconciliation of the Adjusted Net Asset Value (ANAV)

Consolidated shareholders equity for MAPFRE Group'" as at 31/12/2018 (IFRS) % 2,754.1
Unrealised gains (losses) ! -72.6
- of which: property g 78.6
- of which: financial assets é -151.1
Donations and dividends ; -33.3
Intangible assets | -558.3
Commissions and other acquisition costs net of taxes E -24.9
Other | 61.1
Consolidated Adjusted Net Asset Value for MAPFRE Group as at 31/12/18 ? g 2,126.1
Non Controlling Interests 3 501.1
Consolidated adjusted shareholders' equity for MAPFRE Group as at 31/12/18 ; 1,625.0

Million Euros
30

1) It refers to the Own Funds of the covered business included in the MCEV, not to the total of Own Funds of the MAPFRE Group.
2) Amount used in Market Consistent Embedded Value calculations. It only includes ANAV of covered business.



Statistical appendix MAPFRE

Share of the parent company in the MCEV

MAPFRE Group Non Controlling Interests
‘ ANAV , :
ANAV 1,625.0 501.1
‘ VIF f j
NON BANK CHANNELS 2,046.5 20.9

BANK CHANNELS 862.8 1,460.4

MCEV 2018

Million Euros
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Statistical appendix MAPFRE

Share of the parent company in the Value added by New Business (VNB)

MAPFRE Group Non Controlling Interests

Value added by new business

NON BANK CHANNEL 5.9
BANK CHANNELS 99.5
VNB 2018 ’

1.4
202.0

Million Euros
32
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Glossary MAPFRE

= The Market Consistent Embedded Value Principles or “MCEVP” are the principles that establish the
methodology that must be applied in order to calculate the Market Consistent Embedded Value. The
MCEVP were agreed upon by the CFOs of the multinational European insurers belonging to the “CFO
Forum” in order to increase the comparability and transparency of the embedded value calculations
carried out by insurance companies. The document that contains the MCEVP can be obtained at the
following Internet address:

= The Adjusted Net Asset Value or ANAV” is equal to the shareholders’ equity as defined under IFRS
adjusted for: unrealised gains or losses belonging to shareholders; committed donations and dividends;
goodwill; deferred expenses; and any other item needed to calculate the economic capital.

= Financial Options and Guarantees or “FOG” are those features of the covered business conferring
potentially valuable guarantees underlying, or options to change, the level or nature of policyholders’
benefits and exercisable at the discretion of policyholders, whose potential value is impacted by the
performance of financial variables.

= The Value of an Option is composed of two elements: the Intrinsic Value and the Time Value. In the case
of a call option, the intrinsic value is equal to the difference between the price of the underlying asset
and the strike price of the option (in the case of a put option the order of the difference is inverted). The
intrinsic value cannot be less than zero. The time value is equal to the difference between the total value
and the intrinsic value and it is ascribed to the potential for benefits under the option to increase in value
prior to expiry.

= The Present Value of Future Profits or “PVFP” is determined as the present value of future statutory
profits which are expected to be generated from the existing business in force at the valuation date, after
tax and discounted using the risk free curve. Investment returns for existing business have been calculated
on the basis of the risk free curve, except for existing fixed interest assets backing Life-Savings business,
where book returns adjusted for credit risk and defaults rates have been used. PVFP includes the intrinsic
value of financial options and guarantees granted to the insured.
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Glossary MAPFRE

= The Cost of Capital or “CoC” represents an allowance for frictional costs, non-hedgeable risks as well as
unexpected credit risk which has not been considered in the value of in-force business. The CoC used in the
calculation of the MCEV was measured on the basis of an amount of capital equal to 100% of the minimum
regulatory requirement.

= The Value of In-force Business or “VIF” is equal to: PVFP - TVFOG - CoC

= The Market Consistent Embedded Value or “MCEV” is the embedded value calculated in accordance with
“Market Consistent Embedded Value Principles”. MCEV is equal to: ANAV + VIF

= Changes in Assumptions are changes in the future experience assumed in the calculation of the present
value of in-force business, including economic, expense, lapse and mortality assumptions.

» The Expected Return on the Beginning of the Year Embedded Value is equal to the actual after-tax
investment return on the beginning-of-the-year adjusted net asset value less the cost of capital, plus the
return, at the discount rate, on the beginning-of-the-year value of the in-force business and capital.

» The Deviation of Actual Value from Expectations arises mainly from the variance between the actual
experience and the assumed experience used to calculate the beginning-of-the-year embedded value.

» The Return on Embedded Value or “RoEV” is obtained by dividing the value added in the year by the
embedded value at the close of the previous year, adjusted for changes in the model.
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Glossary MAPFRE

= New Business is defined as: in the case of Life assurance, single, extraordinary and regular premiums from
policies written in the year, as well as extraordinary contributions to existing policies not already
considered in the valuation of the in-force business; in the case of mutual funds, new contributions; in the
case of pension funds, single, extraordinary and regular contributions from new participants, as well as
extraordinary contributions from existing participants.

» The Present Value of New Business Income or “PVNBI” corresponds to: in the case of Life assurance, the
present value of received and expected premiums from new business; in the case of mutual funds,
contributions received in the year; and in the case of pension funds, contributions received in the year and
expected from new business.

» The Value added by New Business or “VNB” is the intrinsic value added by new business in the period, net
of acquisition expenses, TVFOG and CoC, valued at year-end using the assumptions applicable at that point
in time.
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MAPFRE

Disclaimer

This document is purely informative. Its content does not constitute, nor can it be interpreted as, an offer or an invitation
to sell, exchange or buy, and it is not binding on the issuer in any way. The information about the plans of the Company, its
evolution, its results and its dividends represents a simple forecast whose formulation does not represent a guarantee with
respect to the future performance of the Company or the achievement of its targets or estimated results. The recipients of
this information must be aware that the preparation of these forecasts is based on assumptions and estimates, which are
subject to a high degree of uncertainty, and that, due to multiple factors, future results may differ materially from
expected results. Among such factors, the following are worth highlighting: the development of the insurance market and
the general economic situation of those countries where the Group operates; circumstances which may affect the
competitiveness of insurance products and services; changes in the basis of calculation of mortality and morbidity tables
which may affect the insurance activities of the Life and Health segments; frequency and severity of claims covered;
effectiveness of the Groups reinsurance policies and fluctuations in the cost and availability of covers offered by third party
reinsurers; changes in the legal environment; adverse legal actions; changes in monetary policy; variations in interest rates
and exchange rates; fluctuations in liquidity and the value and profitability of assets which make up the investment
portfolio; restrictions in the access to third party financing.

It is possible that for reasons of rounding there is some mismatch in the first decimal between different tables or graphs
throughout the presentation.

MAPFRE S.A. does not undertake to update or revise periodically the content of this document.

37




	Caratula HR Presentación Embedded Value - english
	07-2019-embedded-value-2018-english

