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New York, February 04, 2013 -- Moody's Investors Service has affirmed the Baa2 senior debt rating of Selective
Insurance Group (NASDAQ: SIGI; "Selective") and the A2 insurance financial strength (IFS) ratings of its principal
insurance operating subsidiaries. In the same action, Moody's has changed the outlook on the ratings to negative
from stable reflecting a trend of weak underwriting profitability and lower interest coverage metrics.

RATINGS RATIONALE

According to Pano Karambelas, Moody's lead analyst for Selective, "The negative outlook reflects our view that
Selective's underwriting results have lagged similarly rated peers, with combined ratios (101.4%, 107.2%, and
104.0% in 2010-2012, respectively) consistently at or above the higher end of our expectations (at 103%).
Although, underwriting earnings on an ex-catastrophe basis have begun to improve in both the company's
standard commercial lines business and in its personal lines portfolio, meaningfully enhanced profitability levels
have failed to materialize.

The company has taken 15 consecutive quarters of rate increases (including over 6% in 2012), and utilizes a
technologically oriented risk-segmentation strategy to identify sub-par business. However, concentrations in
challenging classes of business, such as independent contractors, while reduced continue to weigh on profitability.
Selective's pre-tax earnings coverage of interest - 2.28x in 2012 and 2.46x on five-year average basis - reflecting
adjusted financial leverage of 29% at year-end 2012, is meaningfully below our ratings expectations. Other
challenges include the low interest rate environment which continues to pressure investment portfolio yields and
operating income, partially offsetting improvements in underwriting margins.

According to Moody's, the A2 IFS ratings of Selective's operating subsidiaries reflect its solid regional franchise
with established independent agency support, solid risk adjusted capitalization, and strong invested asset quality.
The company also makes good use of technological tools to service agents, increase efficiency and monitor
performance. These strengths are offset by weak underwriting profitability in its standard commercial lines portfolio
(82% of premium volume), limited scale and weak profitability in its personal lines portfolio (18% of premium
volume) and exposure to Northeast Hurricanes as approximately 45% of the group's business is concentrated in
NJ, NY, and PA. Despite the NY/NJ concentration, the company's $52 million net pre-tax loss from Hurricane Sandy
(which is partially offset by $16 million in fee income reflecting Selective's participation as servicing carrier in the
National Flood Insurance Program) is manageable for the company, reflecting the company's avoidance of coastal
and urban concentrations, though the storm highlights the large loss potential from more powerful Northeast
hurricanes.

Moody's noted that the following factors could lead to an affirmation of the ratings with a stable outlook: 1) improved
underwriting performance with combined ratios below 101%; 2) maintaining pre-tax interest coverage above 6x; 3)
gross underwriting leverage less than 4x; and 4) adjusted debt-to-capital at or under 30%.

Conversely factors that could lead to a downgrade include: 1) weak underwriting profitability with combined ratios
at or above 103%); 2) interest coverage below 4x; 3) increased underwriting leverage (4.5x or higher); 4) decline in
shareholders' equity by more than 10%; and 5) increased adjusted financial leverage over 35%.

The following ratings have been affirmed with a negative outlook:

Selective Insurance Group, Inc. -- senior unsecured debt at Baa2, junior subordinate debt at Baa3 (hyb)

Selective Insurance Company of America -- insurance financial strength at A2;

Selective Way Insurance Company -- insurance financial strength at A2;

Selective Insurance Company of South Carolina -- insurance financial strength at A2;

Selective Insurance Company of the Southeast -- insurance financial strength at A2;



Selective Insurance Company of New York -- insurance financial strength at A2;

Selective Insurance Company of New England -- insurance financial strength at A2; and

Selective Auto Insurance Company of New Jersey -- insurance financial strength at A2.

Selective is a New Jersey based holding company for seven insurance subsidiaries. Commercial lines insurance,
consisting primarily of general liability, workers' compensation and commercial auto, comprises approximately
82% of the company's total net written premiums, while personal lines constitute the remaining 18%. For 2012,
Selective reported total revenue of $1.7 billion and net income of $38 million. Shareholders' equity at year-end 2012
was approximately $1.1 billion.

The principal methodology used in this rating was Moody's Global Rating Methodology for Property and Casualty
Insurers published in May 2010. Please see the Credit Policy page on www.moodys.com for a copy of this
methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides certain regulatory
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES 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. 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
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

 

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. Under no circumstances shall MOODY'S have
any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to,
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its
own study and evaluation of each security it may consider purchasing, holding or selling. 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
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PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

 

MIS, 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 MIS have, prior to assignment of any rating, agreed to pay to MIS 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 "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy."
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