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Research Update:

Denmark-Based Jyske Bank And BRFkredit
Ratings Affirmed At 'A-/A-2' Following
Completion Of Merger; Outlook Stable

Overview

e On April 30, 2014, Jyske Bank A/'S and BRFkredit A/'S conpl eted the merger
announced in February, after having received all necessary approval s.

e W consider BRFkredit to be a "core" subsidiary of Jyske Bank within the
new group.

e« W are affirmng our '"A-/A-2'" ratings on both banks.

» Qur stable outlook reflects that the possible renpval of governnent
support fromthe ratings by year-end 2015 may be of fset by an inprovenent
in the conmbined entity's stand-alone credit profile frompotentially
stronger capital and earnings.

Rating Action

On July 18, 2014, Standard & Poor's Ratings Services affirmed its 'A-
long-termand ' A-2' short-termcounterparty credit ratings on Dennark-based
Jyske Bank A/S and its subsidiary BRFkredit A/S. The outl ook is stable.

Rationale

The rating actions follow the banks' announcenent on April 30, 2014, that the
nmerger between them had been concluded after receiving all necessary
approval s. New shares in Jyske Bank have been issued and transferred to
BRFhol di ng as payment for the full incorporation of BRFkredit into the Jyske
Bank group.

Al t hough the nerger was recently conpleted, we consider BRFkredit to be a
"core" subsidiary to the newly established group and highly unlikely to be
sold, given its status as a vital part of the conbined entity's future funding
strategy for Danish residential and commercial nortgages. This is in line with
how we see ot her banking group structures in Denmark. For exanple, we view
Nordea Kredit as a core subsidiary of Nordea, and Real kredit Denmark as core
to Danske Bank. |In addition, our assessment of BRFkredit's core status remains
under pi nned by our expectation that the integration of the two entities will
be relatively snooth. W note that they have cooperated with each other for
nore than a decade and have worked intensively over the past year on a joint
funding structure and |inked information technology platforns for Jyske Bank's
Prioritet |oans.
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We consider that potential inmprovenents in the group's capitalization could

of fset a lower |ikelihood of governnent support. This is because we expect our
ri sk-adjusted capital (RAC) ratio for the conbined entity to increase

nmeani ngful |y above 10% under our base case, fromthe pro forna | evel of 9.8%
as of Dec. 31, 2013. We include in our projections a reduction in comm ssions
fromloans placed with Total kredit, a subsidiary of Nykredit Real kredit, and a
gradual transfer of these |oans back to the group

We note the large inpairnent provisions of Danish krone 965 nillion (about 45
basi s points of the |oan book) that BRFkredit reported in the first quarter of
2014. W expect this to be a one-tine occurrence, resulting fromrecently

i ntroduced guidelines fromthe Danish financial supervisory authority and an
alignment of policies in the overall group. However, we will closely nonitor
any negative trend that could indicate weaker asset quality than currently.

Outlook

The stable outlook reflects our view that the possible renoval of governnment
support fromthe ratings on both banks by year-end 2015 nay be offset by
strengt hening capital, such that our RAC rati o sustai nably exceeds 10% W
expect that this will be supported by stronger, nore stable earnings resulting
from synergi es of the nerger.

W may renove the notch of uplift for extraordi nary government support from

the ratings on Jyske Bank and BRFkredit by year-end 2015 if we consi der that

such support is |ess predictable under the new EU | egi sl ative framework. |f,

however, the group can deliver inprovenents in earnings stability and capita
generation, and we expect that it can achieve and maintain a RAC rati o higher
than 10% we could revise our assessment of capital and earnings to "strong"

from "adequate."

We coul d consider an upgrade if we believe that potential extraordinary
governnent support for the conbined entity's senior unsecured creditors is
unchanged in practice, despite the introduction of bail-in powers and
international efforts to increase banks' resolvability. W would al so assess
any steps Jyske Bank and BRFkredit mght take to mitigate bail-in risks for
seni or unsecured creditors, such as building a |large buffer of subordinated
i nstruments.

G ven the existing synergies and our anticipation of a snpboth transition, we
consider it unlikely that bank-specific factors would |ead us to | ower the
rati ngs on Jyske Bank over the next two years. However, ongoing high | oan

i mpairments could | ead us to reassess the group's risk position. W also
continue to review the inmpact of proposed changes in regulations to reduce
refinancing risk for Denmark's nortgage institutions, including BRFkredit. W
could lower the ratings if expected future inprovenent in the conbi ned
entity's funding and liquidity profile cannot bring it inline with that of
its larger domestic peers.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JULY 18, 2014 3

1347554 | 301941160



Research Update: Denmark-Based Jyske Bank And BRFkredit Ratings Affirmed At 'A-/A-2' Following Completion
Of Merger; Outlook Stable

The stable outlook on BRFkredit mrrors that on Jyske Bank.

Ratings Score Snapshot

| ssuer Credit Rating A-/ Stablel A-2
SACP bbb+
Anchor bbb+
Busi ness Position Adequat e (0)
Capital and Earnings Adequat e (0)
Ri sk Position Adequat e (0)
Funding and Liquidity Aver age

and Adequate (0)

Suppor t +1
GRE Support 0
G oup Support 0
Sover ei gn Support +1

Addi ti onal Factors 0

Related Criteria And Research

e Group Rating Methodol ogy, Nov. 19, 2013

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

* Banking Industry Country Ri sk Assessnment Methodol ogy And Assunpti ons,
Nov. 9, 2011

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

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

Ratings List

Ratings Affirned

Jyske Bank A/'S

Counterparty Credit Rating A-/ Stablel A-2
Nor di ¢ Regi onal Scal e --/--1K-1
Certificate Of Deposit A-2

Seni or Unsecured A-

BRFkredit A/'S

Counterparty Credit Rating A-/ Stabl e/ A-2
Seni or Unsecured A
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Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDi rect 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)
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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