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Research Update:

Denmark's Jyske Bank 'A-/A-2' Ratings Affirmed
On Funding Reassessment; Outlook Stable

Overview

« W have reviewed the funding strategies of various Danish banks agai nst
t he backdrop of expected regul atory changes.

e In our view, Jyske Bank A/S, unlike nost Dani sh banks, shows a | ower
asset-liability msmatch than banks in conparabl e devel oped mnarkets.

* W are therefore affirmng our 'A-/A-2' ratings on Jyske Bank

 The stable outlook reflects our viewthat the bank will maintain its
current market shares, funding, and liquidity.

Rating Action

On July 19, 2013, Standard & Poor's Ratings Services affirmed its 'A-
long-termand 'A-2' short-termcounterparty credit ratings Denmark-based Jyske
Bank A/'S. The outl ook is stable.

Rationale

The rating actions follow our revi ew of Dani sh banks' strategies in |ight of
expected regul atory changes. W are increasing our efforts to differentiate
banks on the basis of their funding and liquidity profiles and provide further
insight into our rationale for rating Dani sh banks. In our view, Danish banks
generally show a greater asset-liability maturity m smatch than banks in
conpar abl e devel oped narkets.

However, Jyske Bank's funding and liquidity profile conpares favorably with
that of international and domestic peers. In our view, Jykse Bank is |ess
reliant on short-termfunding, and has a smaller maturity m smatch between
assets and liabilities than international peers'. At year-end 2012, Jyske
Bank's broad liquid assets represented 1.16x its short-term whol esal e fundi ng,
and the funding ratio was stable at 102.2% Both rati os have been steadily

i mproving over the past three years and conpare favorably with those of
donestic and international peers. W believe they reflect that the bank has
sufficient short-termfunds to neet paynents due over the subsequent 12 nonths
and stabl e funding resources beyond that tinme frane.

Because we expect that the Danish government w |l provide ongoing support to
system cally inportant financial institutions, we continue to assess Jyske
Bank's liquidity position as neutral to the ratings, according to our
criteria. At the sanme time, we consider Jyske Bank's funding and liquidity
rati os stronger than nost Dani sh peers'. However, we note the ongoi ng debate
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in the Danish governnent about funding inbal ances and the proposal by the
conmittee on the regulation of systenmically inmportant financial institutions
to introduce nmeasures that reduce the maturity msmatches in the sector. W
bel i eve that changes to the regulatory framework for Dani sh banks will serve
to reduce the banking sector's reliance on short-termrefinancing.

The weak funding and liquidity ratios anmong nost Dani sh banks mainly reflect
t he Dani sh nortgage market, which is characterized by a w despread preference
for one-year fixed rate refinancing of 30-year |oan commitnents. This is
further exacerbated by the "bal ance principle” regulation in Denmark, which
requi res donestic nortgage banks to refinance | oans and bonds si multaneously,
resulting in miniml bal ance sheet liquidity. This makes Dani sh nortgage banks
stand out anong their Norwegi an and Swedi sh peers, whose liability maturity
profiles tend to be nmarginally longer than their asset profiles. Since Jyske
Bank cedes npbst of its nortgage |oans to one of its cooperation partners, its
bal ance sheet reflects stronger funding and liquidity ratios conpared with is
Dani sh peers'.

Outlook
The stable outlook reflects our view that the bank will maintain its current
mar ket shares and that declining credit |losses will underpin its capital

generation, resulting in a risk-adjusted capital (RAC) ratio confortably
within the 7% 10% range. It furthernmore reflects our expectation that Jyske
Bank will maintain its conparably better funding and liquidity profile.

We coul d take a negative rating action if the bank's operating performance
were to deteriorate and a significant increase in loan | oss provisions were to
bring the RACratio 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 change
inits risk profile due to acquisitions or persistently higher credit |osses.

A positive rating action is currently unlikely, in our view, but could stem
froma reassessment of our economic risk score for Denmark, which would have
an inpact on the anchor for our ratings of the bank, the starting point in our
rati ngs assessment.

Ratings Score Snapshot

To From

| ssuer Credit Rating A-/ Stabl e/ A-2 A-/ Stabl el A-2
SACP bbb+ bbb+

Anchor bbb+ bbb+

Busi ness Position Adequat e (0) Adequat e (0)

Capital and Earnings Adequat e (0) Adequat e (0)

Ri sk Position Adequat e (0) Adequat e (0)
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Fundi ng and Liquidity Above Aver age Above Aver age
and Adequate (0) and Adequate (0)
Suppor t +1 +1
GRE Support 0 0
G oup Support 0 0
Sover ei gn Support +1 +1
Addi ti onal Factors 0 0

Related Criteria And Research

Related criteria

e Quantitative Metrics For Rating Banks d obally: Methodol ogy And
Assunptions, July 17, 2013

e Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

e Banking Industry Country Ri sk Assessnent Methodol ogy And Assunpti ons,
Nov. 9, 2011

e« Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

 Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

Related research

e Banking Industry Country Ri sk Assessnent: Denmark, My 7, 2013
 Various Qutlook Actions On Five Dani sh Banks Due To Fundi ng Reassessment;
Al Ratings Affirmed, July 19, 2013

Ratings List

Ratings Affirmed

Jyske Bank A/'S

Counterparty Credit Rating A-/ Stabl el A-2
Nor di ¢ Regi onal Scal e --/--1K-1
Seni or Unsecured A-

Conmrer ci al Paper A-2

Additional Contact:
Sean Cotten, Stockholm (46) 8-440-5928; sean.cotten@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDirect at
www. gl obal credi tportal.comand at spcapitaliq.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)
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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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