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OVERVI EW

* The Dani sh regul ator has specified its mninumrequirenent for own funds
and eligible liabilities for systemically inportant institutions Danske
Bank and Jyske Bank.

e In addition, we expect Denmark will inplenment |egislation introducing a
new asset cl ass--senior nonpreferred debt--by July 2018.

e As a result, we expect both banks will issue sizeable anounts of
bail -i n-abl e seni or nonpreferred debt in the coning four years, thereby

provi di ng additional protection to the banks' senior unsecured creditors.
e W are revising our outl ooks on Danske Bank and Jyske Bank to positive
fromstable and affirm ng our ratings.

STOCKHOLM ( S&P d obal Ratings) April 5, 2018--S&P d obal Ratings said today
that it has revised its outlooks on Dennark-based Danske Bank A/S and Jyske
Bank A/S to positive from stable.

At the sane time, we affirmed our ' AA-1'" long- and short-termissuer credit
and 'K-1' Nordic regional scale ratings on Danske Bank, and our 'A-/A-2' |ong-
and short-termissuer credit ratings on Jyske Bank (see the Ratings List
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bel ow) .

The rating actions stem from our expectation that Danske Bank and Jyske Bank
will start issuing bail-in-able senior nonpreferred debt this year to build up
meani ngf ul buffers of additional |oss-absorbing capacity (ALAC) to protect
seni or debt hol ders.

On March 28, 2018, the Danish Financial Services Authority

(FSA)--Finanstil synet--published its final principles for resolution and

m ni mum requi renent for own funds and eligible liabilities (MREL) for Danske
Bank, Jyske Bank, and Sydbank (not rated).

The FSA has set the MREL at twice the | evel of capital requirenents of
system ¢ banks at all tines, including capital buffer requirenents. Danske
Bank and Jyske Bank rmust fulfil their MREL fromJuly 1, 2019, and can unti

Jan. 1, 2022, also include senior unsecured or senior preferred liabilities

i ssued before Jan. 1, 2018, provided they fulfil all other MREL criteria. On
March 14 this year, the Dani sh governnent proposed changes to the creditor

hi erarchy by introducing a senior nonpreferred asset class in Danish

regul ation. The law is expected to take effect on July 1, 2018, but wll apply
retroactively to instrunents issued fromJan. 1, 2018.

To fulfil these requirenents, we anticipate that Danske Bank and Jyske Bank

will replace significant portions of maturing senior unsecured debt with
seni or nonpreferred debt from m dyear 2018, thereby accunulating a nateri al
amount of ALAC capacity. W currently expect that Danske Bank will issue about

Dani sh krone (DKK) 90 billion-DKK100 billion (€12.0 billion-€13.4 billion) of
seni or nonpreferred debt through 2021 to neet its current requirenments, and
Jyske Bank about DKK15 billion-DKK18 billion

* DANSKE BANK

The positive outl ooks on Danske Bank and Danske Bank A/'S, Swedi sh Branch

i ndicate that we could raise our long-termratings by one notch if the bank
realizes its issuance plans throughout 2018 and approaches its target for ALAC
buffers stemming fromthe MREL. Progress in bringing ALAC above 5% of

ri sk-wei ghted assets (RWA) woul d support an upgrade. W al so expect that

Danske Bank will maintain its strong capital and inproved profitability. In
our view, Danske Bank has sone capital flexibility, since we forecast our
ri sk-adjusted capital (RAC) ratio will likely stay within the 10.75% 11. 25%

range over the next two years.

We coul d revise our outlook to stable if we expect the issuance of
ALAC-eligible instruments will total less than 5% of RWAs or we see a risk
t hat generous dividend payouts or exposure growh could result in our
projected RAC ratio declining bel ow 10%

The stable outl ook on subsidiary Dani ca remai ns unchanged and conti nues to
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refl ect that on Danske Bank's unsupported group credit profile, since we view
Dani ca as a core group entity, but not eligible for an uplift for ALAC support
in the long-termrating.

* JYSKE BANK

The positive outl ooks on Jyske Bank and its core subsidiary BRFkredit A/'S
indicate that we could raise the long-termratings by one notch if Jyske Bank
realizes its issuance plans in 2018-2019, approaching its target ALAC buffers
stemmng fromthe MREL. W expect Jyske Bank's ALAC buffer will increase to
nore than 3% of RWA in 2018 and eventually exceed 5% in 2020. This projection
does not incorporate the potential inpact of Jyske Bank's acquisition of
Nor dj yske Bank, although we anticipate that Jyske Bank woul d nmai ntain a RAC
rati o sustai nably above 10%in such a scenario.

We coul d revise our outlook to stable if we expect issuance of ALAC-eligible
instruments will total less than 5% of RMs. In addition, we could | ower the
ratings if the bank's acquisition of Nordjyske Bank, capital distributions, or
vol unme growt h weakened Jyske Bank's capital adequacy nore than we currently
expect, resulting in our RAC ratio remmining bel ow 10%

In addition, we could |lower the ratings if Jyske Bank's asset quality metrics
weakened, |leading us to take a negative view of the bank's conbined risk and
capital position, or if Jyske Bank's funding and liquidity profile
deteriorated significantly.

The positive outl ook on BRFkredit rests on our expectation that the entity's
senior creditors would benefit in a resolution fromthe parent's ALAC buffer.
We could revise this outlook to stable if we concluded that BRFkredit would
not receive support via Jyske Bank's ALAC in such a scenari o.
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Rati ngs Li st
* * * * * * * * * * * * * * * Da.nske Bank A/S * * * * * * * * * * * * * *

Ratings Affirned; Qutl ook Action

To From

Danske Bank A/’ S
Danske Bank A/'S, Swedi sh Branch

I ssuer Credit Rating A Positivel A1 Al Stable/ A1
Ratings Affirmed
Danske Bank A/'S

Nor di ¢ Regi onal Scal e Rating --/--1K-1
Certificate O Deposit A A1

Seni or Unsecured A

Subor di nat ed BBB+

Juni or Subordi nat ed BBB-

Conmrer ci al Paper A1

Conmrer ci al Paper K-1
Danske Corp., Del aware

Conmrer ci al Paper A A1

* * *x % * *x * * *x * * *x * * * Jyske Bank A/S * * *x * * *x * * *x * * *x * * *
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Ratings Affirmed; Qutl ook Action

To From

Jyske Bank A/'S
BRFkredit A/'S

| ssuer Credit Rating A-/ Positivel A-2 A-/ Stablel A-2
Ratings Affirmed
Jyske Bank A/'S

Nor di ¢ Regi onal Scal e Rating --/--1K-1

Certificate O Deposit

Forei gn Currency A-2

Seni or Unsecured A-

Subor di nat ed BBB

Juni or Subor di nat ed BB+

Conmrer ci al Paper A-2

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

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDirect at ww. capitalig.com Al ratings affected by this rating action
can be found on the S& G obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the followi ng S& d obal Ratings 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 Moscow 7 (495) 783-4009.
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