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Credit Highlights
Overview

Key strengths Key risks 

A diversified business with leading market positions across 
multiple global markets

Investment portfolio has higher allocation to privately 
originated debt versus that of other Canadian peers

Strong operating performance that optimizes risk and reward Strong organic growth may strain capital adequacy per our 
risk‑based capital model

Relatively low‑risk liability profile with limited exposures to 
market‑sensitive or long‑duration products

Uncertain macroeconomic conditions

S&P Global Ratings expects Sun Life Financial Inc. to continue focusing on its Canadian group 
and individual life, U.S. group, Asia, and asset management businesses. Sun Life’s broad 
geographic footprint and balanced product mix remain core strengths, in our view. Its diversified 
operating model supports stable and resilient earnings, even through periods of macroeconomic 
uncertainty. In 2025, 35% of underlying net earnings came from Canada, 18% from Asia, 17% from 
the U.S., and the balance from asset management.

Sun Life's earnings are likely to remain sound, based on its strong operating performance and 
the low risk of its divisions. Sun Life’s divisions consistently generate strong, risk-adjusted 
returns. Its U.S. group and asset management businesses are highly capital-efficient, requiring 
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limited capital (except U.S. medical stop loss as assessed by S&P Global Ratings’ methodology). 
Growth remains strong in Asian markets, especially Hong Kong, and Sun Life maintains a 
dominant position in the Canadian market. While the company reported an IFRS 17 return on 
equity (ROE) of 14% at year-end 2025, its ROE on an underlying earnings basis was about 18.2%, 
close to its 20% medium-term target.

Capitalization will likely remain a strength for Sun Life over the next two years. Sun Life's 
capital adequacy--per our revised capital model criteria--was redundant at the 99.95% 
confidence level as of year-end 2024. We expect it to be maintained over next two years, 
supported by strong and well-diversified earnings and a robust risk management framework. It 
also underscores our expectation of the company maintaining its track-record of disciplined 
underwriting and prudent investment management.

Outlook
Our outlook on Sun Life is stable, reflecting our expectation that it will maintain its excellent 
business risk profile and very strong financial risk profile. Our base-case scenario assumes fixed-
charge coverage above 8x and financial leverage below 35%. We also expect Sun Life to maintain 
its competitive position as a "big three" insurer in Canada, with consistent earnings from the 
asset management and the U.S. and Asian insurance segments.

Downside scenario
We could lower the ratings if Sun Life's:

• Competitive position deteriorates owing to a longer-term decline in operating performance 
relative to peers, particularly in its core insurance operations;

• Market position or brand strength declines, particularly in its core Canadian market; 

• Noninsurance sources of earnings become the majority of the group's earnings profile; or

• Capital weakens materially, and we expect the company's capital adequacy to be below the 
99.95% confidence level for a prolonged period.

Upside scenario
While unlikely in the next two years, we could raise our ratings if the company maintains capital 
redundancy at the 99.99% confidence level and we believe management is committed to 
maintaining capital at that level.

Assumptions
• Real GDP growth of 1.4% in 2026 and 1.7% in 2027

• Core consumer price index growth of 2.4% in 2026 and 2.0% in 2027

• Unemployment rate growth of 6.5% in 2026 and 5.9% in 2027

• 10-year government bond yield of 3.2% in 2026 and 3.3% in 2027

Source: Economic Outlook Canada Q2 2026: Trade Uncertainty, Cautious Spending Constrain 
Growth, March 25, 2026
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Sun Life Financial Inc.‑‑Key Metrics

Ratio/Metric (mil. C$) 2027f 2026f 2025 2024 2023

S&P Global Ratings capital adequacy >Very strong >Very strong Very Strong* Very Strong Very Strong

Net income (attributable to all shareholders) 3,900‑4,200 3,700‑3,900       3,588       3,257      3,291 

Return on revenue (%) 10.0‑12.0 10.0‑12.0 12.2 11.9 10.2

Return on assets (excluding investment gains/losses) (%) 1.1‑1.3 1.1‑1.3 1.3 1.3 1.3

Return on shareholders' equity (reported) (%) 13.0‑15.0 13.0‑15.0 13.9 12.9 14.0

EBITDA fixed‑charge coverage (x) >8.0 >8.0 16.1 16.0 14.8

Financial leverage including pension deficit as debt (%) <35.0 <35.0 33.9 29.3 31.6

*Expected. f‑‑S&P Global Ratings forecast.

Business Risk Profile
Sun Life’s excellent competitive position reflects its well-recognized brand (in Canada), strong 
financial health, a leading global asset management business via Sun Life Asset Management (SL 
AM), and a diversified operating profile. Its diversified operations across different geographies 
and product lines make its earnings performance stable and resilient. It is one of the top-three 
life insurers in Canada and maintains a dominant market share in both individual and group 
insurance and retirement segments. It also holds strong market positions in the U.S. and Asia.

The segments within other markets include:

• U.S. group benefits and U.S. dental and health insurance;

• The Asia business, which sells life and health insurance, asset management, and group 
retirement products in Hong Kong, the Philippines, Indonesia, Malaysia, and other countries in 
the region.

• SL AM, including its third-party asset management business and its flagship Massachusetts-
based manager MFS Investment Management (MFS), alternative asset manager SLC 
Management (SLC), and ‘Solutions & Other’ business unit.
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Chart 1

Chart 2

In the U.S., Sun Life is a leading provider of employee and government-sponsored benefits, 
offering dental, vision, stop-loss, supplemental health, disability, and life insurance. It also 
delivers services like absence management and health care navigation. The company also 
manages a sizable in-force block of individual life, annuity, and reinsurance policies.

Sun Life’s Asia segment is a significant growth driver for the group, benefiting from a broad 
geographic presence across key markets. While Hong Kong remains a particularly strong 
contributor--accounting for over 50% of individual protection sales and approximately 30% of 
total insurance sales--the segment’s overall performance is underpinned by expansion across 
the region. We anticipate Asia will continue to be a key market for Sun Life, complementing its 
four-pillar growth strategy and supporting sustained expansion.
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The company’s asset management business is made up of SLC, MFS, and the newly established 
Solutions & Other. SLC, which is also the company's in-house manager for its general account, is 
an institutional asset manager focused on yield-oriented asset classes. Its assets under 
management (AUM) were C$260 billion as of year-end 2025. MFS is the company’s third-party 
asset manager offering asset management products and services to retail and institutional 
investors globally and ended 2025 with AUM of US$652 billion. Solutions & Other include 
Canadian defined benefit solutions business, Sun Life’s stake in Aditya Birla Sun Life Asset 
Management Company (Asia), and Asia asset management business. The segment has continued 
to be a consistent source of earnings and unregulated cash flows for the group. 

We view asset management earnings favorably as a source of noninsurance, diverse, and 
nonregulated cash flow, but this segment tends to be pro-cyclical. However, if most of the 
group's earnings come from asset management business, this could be a negative for the ratings.

Sun Life’s diversified business model is supported by consistently strong earnings generation 
across its global regions. The company has demonstrated robust financial performance driven by 
strong top-line growth and favorable underwriting results across all divisions. While the U.S. 
business has experienced increased medical utilization in recent years--consistent with broader 
industry trends--Sun Life is actively repricing products to mitigate margin pressure. We anticipate 
Sun Life will maintain its underwriting and pricing discipline across all product lines, taking 
proactive steps to ensure both business viability and long-term profitability. 

Financial Risk Profile
As of year-end 2024, Sun Life's capital was redundant at the 99.95% confidence level, according 
to our risk-based capital model. We expect capitalization to remain at the 99.95% level over the 
next two years through the company's strong earnings generation capacity and prudent 
management of shareholders’ expectations.

Our view of Sun Life's creditworthiness benefits from the company’s strong risk controls and 
well-defined risk management framework. The company monitors risk adequately at the product, 
portfolio segment, business unit, legal entity, and enterprise levels. Sun Life has generally lower-
risk and shorter-duration products than many peers.

Sun Life also has a diverse, highly rated, and well-managed investment portfolio with an average 
credit quality of 'A'. Following the 2008 financial crisis, Sun Life has strategically increased its 
allocation to private debt, leveraging the development of its in-house expertise in this asset 
class. This shift is reflected in the company’s bond portfolio composition, which evolved from a 
70%/30% public-to-private debt split at year-end 2018 to 65%/35% at year-end 2025. The value 
of the private debt portfolio itself grew to approximately C$45.8 billion as of Dec. 31, 2025, from 
C$30.4 billion at the end of 2018. The company views its private debt investments as a source of 
attractive, risk-adjusted returns, supported by the inherent credit protection offered through 
loan covenants and collateralization. 

Historically, the portfolio has demonstrated strong credit performance, with low realized losses. 
We continue to actively monitor Sun Life’s private debt portfolio, with a particular focus on credit 
quality, liquidity, and concentration risks, to ensure ongoing alignment with our expectations for 
capital adequacy, liquidity, and risk management.

Sun Life's funding structure remains neutral to the rating, with coverage exceeding 8x and 
leverage of less than 35%. We expect both metrics to remain stable.
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Other Credit Considerations

Governance 
In our view, Sun Life's governance practices are in line with other public companies. It has clear 
performance and operational goals and strategies, which it lays out for the market and 
systematically tracks. The company has robust internal financial reporting and conservative risk 
tolerances that show a strong enterprise risk management program embedded throughout the 
organization.

The breadth and depth of management are strong, and the board regularly evaluates succession 
plans. Management has a record of converting strategic decisions into action and meeting its 
financial and operational goals.

Liquidity
We view Sun Life’s liquidity as adequate. Because of Sun Life's non-life business (accident and 
health and notably the stop-loss), the proportion of stressed liabilities within our liquidity 
calibration is higher than that of other life insurers, as we charge the net claim reserves 100%. 
Further, although Sun Life has well-diversified investments, it has a sizable exposure to private 
placements. The company has well-established policies and procedures to ensure it has 
sufficient cash to meet its liquidity needs and follows strict guidelines for its liquidity stress-
testing. 

Factors specific to the holding company 
Our ratings on the group's holding company, Sun Life Financial Inc., are two notches lower than 
our ratings on the lead operating companies. This reflects the structural subordination of the 
holding company to its regulated insurance subsidiaries and the strength of the prospective cash 
flow from its subsidiaries and the policies, procedures, and oversight of the Canadian regulatory 
regime, which regulates Sun Life Financial Inc. and Sun Life Assurance Co. of Canada.

Accounting considerations
 The company reports audited financial data prepared in accordance with IFRS 17.
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Rating Component Scores

Business Risk Profile Excellent

Competitive position Excellent

IICRA Very low risk

Financial Risk Profile Very Strong

Capital and earnings Very strong

Risk exposure Moderately low

Funding structure Neutral

Anchor aa

Modifiers

Governance Neutral

Liquidity Adequate

Comparable rating analysis 0

Current Credit Rating

Local currency financial strength rating AA/Stable/--

Local currency issuer credit rating (HoldCo) A+/Stable/A-1+

Related Criteria
• General Criteria: Hybrid Capital: Methodology And Assumptions, Oct. 13 2025

• Criteria | Insurance | General: Insurer Risk-Based Capital Adequacy--Methodology And 
Assumptions, Nov. 15 2023

• General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10 
2021

• Criteria | Insurance | General: Insurers Rating Methodology, July 1 2019

• General Criteria: Group Rating Methodology, July 1 2019

• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7 2017

• General Criteria: Guarantee Criteria, Oct. 21 2016

• General Criteria: Principles Of Credit Ratings, Feb. 16 2011

Related Research
• Sun Life Hong Kong Ltd. Upgraded To 'AA' From 'AA-' On Higher Group Status; Outlook Stable, 

March 16, 2026

Appendix
Sun Life Financial Inc.‑‑Credit metrics history

Ratio/Metric (mil. C$) 2025 2024 2023

S&P Global Ratings capital adequacy Very Strong* Very Strong Very Strong

Total invested assets     365,741     338,603    302,780 

Total shareholder equity      25,492      26,129     24,200 
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Sun Life Financial Inc.‑‑Credit metrics history

Ratio/Metric (mil. C$) 2025 2024 2023

Insurance revenue      23,982      22,637     21,356 

EBIT       5,324       5,003      4,482 

Net income (attributable to all shareholders)       3,588       3,257      3,291 

Return on revenue (%) 12.2 11.9 10.2

Return on assets (excluding investment gains/losses) (%) 1.3 1.3 1.3

Return on shareholders' equity (reported) (%) 13.9 12.9 14.0

EBITDA fixed‑charge coverage (x) 16.1 15.3 15.0

EBIT fixed‑charge coverage (x) 14.2 13.2 13.1

EBIT fixed‑charge coverage including realized and unrealized gains/losses (x) 14.9 14.4 14.1

Financial obligations / EBITDA adjusted 2.1 1.9 2.1

Financial leverage including pension deficit as debt (%) 33.9 29.3 31.6

Net investment yield (%) 4.6 4.1 6.8

Net investment yield including investment gains/(losses) (%) 4.6 4.1 6.7

*Expected.

Ratings Detail (as of April 15, 2026)*

Sun Life Financial Inc.

Financial Strength Rating

Local Currency NR/--/--

Issuer Credit Rating A+/Stable/A-1+

Preferred Stock

Canada National Scale Preferred Share P-1(Low)

Preferred Stock A-

Senior Unsecured A+

Subordinated A

Subordinated A-

Related Entities

Sun Life and Health Insurance Co. (U.S.)

Financial Strength Rating

Local Currency AA/Stable/--

Issuer Credit Rating

Local Currency AA/Stable/--

Sun Life Assurance Co. of Canada

Financial Strength Rating

Local Currency AA/Stable/--

Issuer Credit Rating AA/Stable/A-1+

Subordinated AA-

Sun Life Assurance Co. of Canada (U.S. branch)

Financial Strength Rating

Local Currency AA/Stable/--

Issuer Credit Rating
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Ratings Detail (as of April 15, 2026)*

Local Currency AA/Stable/--

Sun Life Capital Trust

Preferred Stock

Canada National Scale Preferred Share P-1

Preferred Stock A+

Sun Life Hong Kong Ltd.

Financial Strength Rating

Local Currency AA/Stable/--

Issuer Credit Rating

Local Currency AA/Stable/--

Domicile Ontario

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global 
scale are comparable across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or 
obligations within that specific country. Issue and debt ratings could include debt guaranteed by another entity, and rated 
debt that an entity guarantees.
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