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Research Update:

Jyske Bank A/S Ratings Lowered To 'A-/A-2'
On Bank Criteria Change; Outlook Stable

Overview

* Following a review under Standard & Poor's revised bank criteria
(published Nov. 9, 2011), we have | owered our |ong-termcounterparty
credit ratings on Denmark-based Jyske Bank A/Sto 'A-' from'A and our
short-termcounterparty credit ratings to 'A-2' from'A-1'". The outl ook
is stable.

« The ratings reflect Jyske Bank's adequate business position, adequate
capital and earnings, adequate risk position, above-average funding, and
adequate liquidity.

e W consider Jyske Bank to have noderate system c inportance in Dennark
which we classify as supportive.

» The stable outlook reflects our view that Jyske Bank will maintain its
mar ket share and its adequate capitalization

Rating Action

As we previously announced on Dec. 1, 2011, Standard & Poor's Ratings Services
has lowered its |l ong-termcounterparty credit ratings on Dennark-based Jyske
Bank A/Sto "A-' from'A and its short-termcounterparty credit ratings to
"A-2' from'A-1'. The outl ook is stable.

We al so | owered our issue rating on Jyske Bank's deferrabl e subordi nated debt
to 'BBB-' from' BBB+'.

Rationale

Standard & Poor's bases its ratings on Jyske Bank on the bank's "adequate"
busi ness position, "adequate" capital and earnings, "adequate" risk position
"above-average" funding, and "adequate" liquidity, as our criteria define
those terns. The bank's stand-alone credit profile (SACP) is 'bbb+ . W see
Jyske Bank as having "nbderate" system c inportance in Denmark, which lifts
the long-termrating one notch above the SACP

Qur bank criteria use our Bank Industry Country Ri sk Assessnent econom c risk
and industry risk scores to determine a bank's anchor, the starting point in
assigning an issuer credit rating. Qur anchor for a conmercial bank operating
only in Denmark is 'bbb+'.

Qur economic risk assessment reflects our viewthat Denmark is a politically
stabl e, wealthy, and high-incone country, which has suffered since the 2008
financial crisis. Consequently, we expect economc growmh to be weak over the
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short to nediumterm However, this is balanced by fiscal policy flexibility.
On the external side, Dennmark has posted sizable current account surpluses for
nore than a decade, and we expect this to continue.

We expect the fallout fromthe financial crisis to |lead to increased
consolidation as weak institutions are either taken over by stronger
conpetitors or elimnated fromthe market. Further bank failures are a
possi bility. The Dani sh banking systemhas a relatively | ow share of core
customer deposits (20% of total |oans) and a relatively high share of net
external funding (18% . The latter is, however, related to the structure of
t he Nordi c banki ng sector, with considerable cross-border activity. These
hi gher risk characteristics are partly offset by a well-devel oped donestic
bond narket that renmi ned open and functioning throughout the financial
crisis.

We assess Jyske Bank's business position as "adequate"; the bank is the
third-1argest comercial bank in Denmark and has 7% market shares in ternms of
both | oans and deposits. However, these market shares m ght change over the
next few years, given that we expect the industry to consolidate and that
Jyske Bank will participate in the process in view of the very limted organic
grow h opportunities in Denmark. Jyske Bank focuses on the retail and smal

and m dsize enterprise (SVE) segnments and its franchise is built on long-term
client relations, which we expect to provide ongoing top-line revenue
stability. Recurring revenues adequately bal ance nore volatile capital market

i ncome, which is expected to renain well bel ow 15% of operating revenues.

We assess Jyske Bank's capital and earnings as "adequate". Over the next one
to two years, we expect the bank's risk-adjusted capital (RAC) ratio to rise
to 8.5% 9% a |level that conpares favorably with the RAC ratios of its
donestic peers. In addition, we believe its capital quality will be strong, as
our total adjusted capital neasure for the bank consists entirely of comon
equity. We assess core earnings to be relatively stable, coning nmainly froma
m x of interest and fee incone with sonme el enents of nore volatile

mar ket -1 i nked i ncone. Negatively, Jyske Bank's cost-to-incone ratio, at about
60% over the past five years, is higher than the Nordic average, and we do not
expect it to inprove significantly over the next two years.

We assess Jyske Bank's risk position as "adequate". This reflects our view
that the RAC rati o adequately captures the bank's different risk levels. W
expect little change in the risk position as future |Ioan growmh is likely to
be modest in view of subdued donestic demand. The bank experienced el evated
credit losses in 2009 and 2010 as a result of its SME exposure. Neverthel ess,
its losses are in line with those of its peers and the normalized | osses

cal cul at ed under our RAC franework. We expect Jyske Bank's provi sioning

requi renents to gradually decline over the next three years, given its

ext ensi ve provisioning efforts over the past four.

Jyske Bank's funding is "above average" in our view, reflecting the bank's
strong deposit base, which covered 86% of its |oans at mdyear 2011. This is a
relative strength conpared with the w der Dani sh banki ng system which is
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generally nore reliant on whol esal e funding. W believe that Jyske Bank's
liquidity is "adequate". In our view, Jyske Bank has established conservative
liquidity stress scenarios under which it can continue operations for an
extensive period, wi thout access to the whol esal e narkets. The bank's
liquidity portfolio is sized in accordance with the anmount of short-term debt
i ssued.

In accordance with our revised criteria for hybrid capital instrunents, we
have | owered our issue rating on Jyske Bank's deferrabl e subordinated debt to
"BBB-' from'BBB+' . Such ratings will in future be two notches bel ow the SACP
i nstead of two notches bel ow the counterparty credit rating as previously.

Outlook
The stabl e outl ook on Jyske Bank refl ects our expectation that the bank will
maintain its current market shares and that declining | osses will underpin

capital generation, resulting in a RACratio confortably within the 7% 10%
range.

We coul d take a negative rating action if the bank's operating performance
were to deteriorate and a significant increase in | oan | oss provisions were to
bring the RAC ratio below 7% In addition, we could lower the ratings if we
were to negatively reassess the bank's risk position as a result of a
significant change in its risk profile, due to acquisitions or new |lines of
busi ness.

We could take a positive rating action if the business position were to
strengthen significantly through a broadening of the bank's franchise or if
the bank were to denonstrate significantly stronger capital generation than we
currently expect.

Ratings Score Snapshot

| ssuer Credit Rating A-
SACP bbb+
Anchor bbb+
Busi ness Position Adequat e (0)
Capital and Earnings Adequat e (0)
Ri sk Position Adequat e (0)
Fundi ng and Liquidity Above average and Adequate (0)
Suppor t 1
GRE Support 0
G oup Support 0
Sover ei gn Support 1
Addi tional Factors 0
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Related Criteria And Research

Al articles listed bel ow are available on RatingsDirect on the dobal Credit
Portal .
* Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011
* Banking Industry Country Ri sk Assessment Methodol ogy And Assunpti ons,
Nov. 9, 2011
e Group Rating Methodol ogy And Assunptions, Nov. 9, 2011
e« Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

Ratings List
Downgr aded; CQutl ook Action

To From
Jyske Bank A/'S
Counterparty Credit Rating A-/ St abl e/ A-2 Al Negativel/ A-1
Certificate Of Deposit A/ A2 A A1
Seni or Unsecured A- A
Conmrer ci al Paper A-2 A1
Subor di nat e Debt BBB- BBB+

Additional Contact:
Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com

Conplete ratings information is avail able to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.com Al ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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