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OVERVI EW

* W now consider the likelihood of extraordi nary governnment support for
banks in Denmark to be uncertain and therefore no | onger include an
uplift for such support in our ratings on systenic Dani sh banks.

 That said, Denmark's bank resolution framework is now well advanced, and
we now i nclude an uplift in our ratings on systenic banks we expect will
hol d sizable buffers of bail-in-able instruments in the com ng years.

« At the sane tine, sone banks' stand-alone credit profiles have
strengt hened, offsetting the renoval of the uplift fromthe ratings.

e W are lowering our long-termrating on Nykredit to'A from'A+ and
affirmng the 'A-1'" short-termrating, while affirm ng our ratings on DLR
Kredit, Danske Bank, and Jyske Bank

* The negative outlook on Nykredit reflects uncertainties about the bank's
performance relative to our baseline projections. The outl ooks on the
ot her three banks are stable.

STOCKHOLM (St andard & Poor's) July 13, 2015--Standard & Poor's Ratings
Services today took various rating actions on Danish banks follow ng the

i ntroduction of a bank resolution framework in Denmark. These rating actions
al so reflect the ongoing regulatory inpetus to have system c banks hold
sizable buffers of bail-in-able instrunments that the authorities could use to
recapitalize them and our view that there are reduced prospects for
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extraordi nary governnent support for banks' senior unsecured creditors.

Qur resulting review of the four banks we rate in Dennark has led to the
following rating actions:

e W lowered our long-termcounterparty credit ratings on Nykredit
Real kredit A/Sto 'A from'A+ and renoved them from CreditWatch
negative, where we placed themon May 12, 2015. The outl ook is negative.
W affirmed the 'A-1' short-termcounterparty credit ratings.

« W affirmed our 'BBB+/ A-2' |ong- and short-termcounterparty credit
ratings on DLR Kredit A/S and renoved them from Credi t Wat ch negati ve
where we placed themon May 12, 2015. The outl ook is stable.

« W affirnmed our 'A-/A-2' long- and short-termcounterparty credit ratings
on Jyske Bank A/'S. The outl ook renains stable.

« W have revised our outl ook on Danske Bank A/S to stable from negative
and affirnmed our ' AV A-1'" long- and short-term counterparty credit
ratings.

These rating actions have led to corresponding rating actions on the banks
"core" subsidiaries, because those ratings reflect our expectation that
gover nment support received by the parent would flow to the subsidiary.

We have not taken actions on our issue ratings on Nykredit's or Danske Bank's
hybrid or subordinated capital instrunments because we al ready consi der that
the hol ders of these instrunents are unlikely to benefit fromsystenic
support.

RATI ONALE

Qur rating actions reflect Denmark's inplementation of the EU s Banking
Recovery and Resol ution Directive (BRRD), which provides the authorities with
bail-in powers over banks via two new |l aws that took effect on June 1, 2015.
This leads us to believe that prospects for extraordi nary governnent support
now appear uncertain, even for systenmically inmportant banks (including

nort gage banks), before any burden-sharing by senior unsecured creditors.

However, we expect that the Danish regulator will require banks to build
buffers of bail-in-able debt instruments in a manner that offers a material

| evel of protection to senior unsecured creditors on a nonviability (or "gone
concern") basis.

Today's rating actions are simlar to those on Gernman and U. K. banks on June
9, 2015 (see "S&P Takes Various Rating Actions On Certain U K And Gernan
Banks Fol | owi ng Government Support And ALAC Review," on RatingsDirect). W
expect to take simlar actions on banks in nost EU countries as authorities
i ntroduce bail-in powers.

SYSTEM C SUPPORT | S NOW "UNCERTAI N' BUT NOT | MPCSSI BLE

Qur base-case expectation has been that we would reclassify the |ikelihood of

support fromthe Dani sh governnent as "uncertain" and renbve notches of uplift
for extraordi nary governnent support fromour ratings on systenic banks (see "
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Various Rating Actions On Danish Banks On EU Bank Recovery And Resol ution
Directive To Be Inmplenented In Denmark," published May 12, 2015). This is
i ndeed the outconme of our review

In taking our decision, we took into account our view that:

The Dani sh gover nment appears less willing to use taxpayer funds to bai
out systemically inportant banks;

Even i f the Dani sh governnment w shed to provide capital support to a
failed systemi c bank, the bank resolution franework it has inplenmented in
response to the BRRD constrains its capacity to do so wi thout substanti al
burden-sharing by seni or unsecured creditors; and

Sone senior unsecured creditors face substantial risk of being
mandatorily bailed in as part of a bank's resolution, unless they are
protected by the bank having a substantial buffer of junior instruments.

While we do not rule out the possibility that Denmark's systeni ¢ banks m ght
recei ve extraordi nary governnent support, we see the predictability of such
support as having materially reduced to the point that we regard it as being

"uncertain.

As a result, we no longer include such support in the ratings on

t hese banks.

That said, if a system c bank experienced financial difficulties and we saw
cl ear evidence that governnent support would be forthconming, we could stil
reflect this "additional short-term support” in the ratings on the bank

DANI SH MORTGAGE BANKS

Denmar k has introduced an exenption fromthe bail-in tool for nortgage banks
fromits inplenentation of the BRRD. Instead, the Danish authorities are
requi ring nortgage banks to build up a bail-in-able buffer equivalent to 2% of

unwei ghted | oans, in addition to all applicable capital requirenents. However,

all other tools to resolve a bank under the BRRD, such as establishing a
bri dge bank or an asset-separation exercise, will be available to the
authorities to resolve a Dani sh nortgage bank. The 2% buffer will be gradually

phased in over four years starting June 1, 2016, and can conprise a broad
variety of instrunents including equity, hybrids, and nondeferrable
subordinated debt. It can also contain senior unsecured debt, which at the
Dani sh regul ator's discretion may be required to have contractual wite-down
features. This could create the foundation for a new liability class in
Denmark that would likely rank junior to other senior unsecured debt
(potentially only in a resolution scenario), but ahead of nondeferrable
subor di nat ed debt .

In our view, this structure inplies that the potential for governnent support

for

Dani sh nortgage banks' senior unsecured creditors is linmted. W

understand that there is no fornmal requirenment in the newlaws to use part or

al |

of the buffer before the government can support an ailing nortgage bank

However, we expect the authorities will nmake use of this buffer and
potentially other fornms of outstanding debt to safeguard covered bond
i nvestors. Therefore, we believe governnent support is now also |ess
predictable for the senior unsecured creditors of nortgage banks.
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Because nortgage banks are exenpt froma bail-in, a resolution would likely
take the form of establishing a bridge bank or an asset-separation exercise in
which the instrunents in the 2% buffer--alongside junior liabilities such as
equity, other capital instrunents, and nondeferrabl e subordinated debt--would
remain at the failing bank. W believe that any additional senior unsecured

i ssuance outside the buffer could potentially be used to create a new vi abl e
operati ng bank.

BANK RESOLUTI ON FRAMEWORKS ARE NOW " EFFECTI VE' AND RAMP- UP PERI ODS AWAI T
MORTGAGE BANKS

On April 29, 2015, we announced a new conponent called additiona

| oss-absorbing capacity (ALAC) to our framework for rating banks gl obally.
Thi s new conponent of our criteria adds another route for assessing
extraordi nary external support in our bank rating framework. Notably, as
gover nment support becones | ess predictable in Denmark, the ALAC criteria
allow us to better reflect the reduced |ikelihood of default for senior
unsecured creditors as a result of the bail-in of nore junior instrunents in
the event of a bank resol ution.

Fol | owi ng the Dani sh authorities' conversion of the BRRD and its bail-in
provisions into national |egislation in June 2015, we regard the resol ution
regime as being sufficiently well-defined to allow for the effective
recapitalization of a failing systenmic bank (including nortgage banks), aided
by associated liquidity or funding support. This view acknow edges that the
final requirenents for each bank's bail-in buffer--known in the EU as the

m ni mum requirenent for eligible liabilities (MREL)--will be set only in late
2015 or early 2016, but we consider the underlying principles and broad
guantitative expectations to be clear. For nortgage banks, we consider the 2%
buffer to be the equivalent of the MREL requirenents fromwhich they are
exenpt. Where relevant, our rating actions al so acknow edge that other
aspects, such as banks' prepositioning of the bail-in buffer anong nateria
subsidiaries and the regulator's preferred resolution strategy, will only
becone cl earer over tine.

The paragraphs bel ow provi de an overview of our rationale for the rating
actions on each bank.

NYKREDI T REALKREDI T

NYKREDI T BANK A/ S

The one-notch downgrade of Nykredit Realkredit and its core subsidiary
Nykredit Bank (Nykredit) reflects that the renoval of the uplift for

extraordi nary government support in the long-termratings is only partly

of fset by a one-notch uplift for ALAC. In our base case, we expect Nykredit's
ALAC to exceed our threshold of 5% of Standard & Poor's risk-weighted assets
(RWAs), driven in part by its requirement to create a 2% buffer for nortgage
banks and supported by ongoi ng capital generation. W expect Nykredit to issue
nondef err abl e subordi nated debt or senior unsecured instruments with
contractual wite-down features that could protect other senior creditors in a
resol ution scenario. We currently view Nykredit's stand-alone credit profile
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(SACP) as stable.

The negative outl ook reflects our uncertainty on the bank's projected ALAC in
our base case, given what we view as a stretch target on earnings and debt

i ssuance. W note Nykredit's lowinitial ALAC, the uncertainty of our capital
generation forecast, and the potential challenge Nykredit may face in

achi eving sufficient issuance to surpass our ALAC threshold of 5% of RWAs for
a one-notch uplift. In addition, the negative outlook reflects the group's
conpar ably weaker funding and liquidity nmetrics than those of donestic peers,
and our view that, despite the strengthening of Nykredit's funding profile,
further inprovenents are necessary to reduce the use of short-term whol esal e
f undi ng.

We could lower the long-termratings if we saw a deviation from our projection
of significant further inprovenent in the funding profile, in particular after
| arge anmpbunts of debt mature in 2017. This could |lead us to revise our
assessment of Nykredit's SACP downward and | ower the ratings. In addition, a
downgrade could materialize if the group fails to issue or accunul ate the
amount of ALAC required to reach our 5% threshold, reducing the associated
protection for senior unsecured creditors that we currently assunme for the
ratings, given the tineline to inplenent the buffer

We coul d consider revising the outlook to stable should our concerns rel ated
to ALAC and the funding position dissipate, for exanple, due to Nykredit's

i ssuance and earnings retention and an inprovenent of the maturity schedule in
the funding profile.

DLR KREDIT A/ S

The rating affirmation reflects that our conbined view of DLR s capital and
risk position nmtigates the renoval of the uplift for governnent support from
the long-termrating. In particular, we consider that DLR s risk position has
i nproved to "adequate" from "noderate," owing to existing and new owner - bank
guarantee prograns and DLR s ability to reduce future conmn ssion paynents to
further offset credit |osses. W believe these factors significantly reduce
the potentially negative inmpact of credit risk on DLR s capital position and
our concerns about concentrations in the | oan book

The stable outlook on DLR refl ects the bal ance between our expectations of
future ALAC issuance and the need for further strengthening of the bank's
funding maturity profile. We believe that DLRis likely to build a buffer of
debt instruments fromthe begi nning of 2016, which could eventually comnbine
with its already strong capital to reach our ALAC threshold of 5% of RWAs. On
the other hand, DLR continues to show relatively weak funding and liquidity
netrics, despite the ongoing strengthening of its funding profile. W see a
need for DLR to continue reducing its use of short-term whol esale funding if
we are to maintain our current assessnent.

We coul d consider an upgrade if bail-in risks for senior unsecured creditors
reduce further as DLR builds an ALAC buffer, apart fromour capita
assessnent, or if there was a stronger-than-expected increase in the
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ri sk-adjusted capital (RAC) ratio to sustainably above 15%

We woul d consider a downgrade if DLR is unable to progressively lengthen its
debt maturity profile over the next two years. In particular, we could revise
our assessnment of funding to "bel ow average” and | ower the ratings if

i mprovenent in the funding and liquidity profile were to stagnate.

JYSKE BANK A/ S

The affirmation of our ratings on Jyske Bank and its core subsidiary BRFkredit
reflects our expectation of future capital, efficiency, and asset-quality
gai ns as the Dani sh econony continues to strengthen. In our view, the

i mprovenent of Jyske's SACP due to nore robust capital and risk positions has
of fset the renoval of uplift for government support fromthe long-termrating.

The stable outl ook reflects our viewthat Jyske will maintain a RAC ratio
sust ai nably above 10% Qur view of healthier capital is supported by stronger
nore stable earnings resulting frombetter efficiency as the bank reports

| ower -t han-expected i npl enentation costs and begins to benefit from synergies
related to its April 2014 nmerger with BRFkredit.

Wi le presently unlikely, we could consider an upgrade if bail-in risks for
seni or unsecured creditors were reduced by the devel opment of a significant
ALAC buffer, which is not otherw se acknow edged in our "strong" capita
assessnent.

We coul d consider a downgrade if the bank is unable to strengthen its asset
quality metrics, in particular, if |loan inpairnents and nonperform ng | oans
lead us to negatively reassess the group's risk position or change our capita
projections. In addition, we continue to nonitor refinancing risk for
Denmar k' s nortgage institutions, including BRFkredit. Although increasingly
unlikely, we could |lower the ratings if the conbined entity's funding and
liquidity profile were to weaken.

DANSKE BANK A/ S

The affirmati on on Danske Bank and its core subsidiaries reflects that,

al t hough we renoved the two notches of uplift for governnent support fromthe
ratings, the group's earnings have strengthened to those of simlarly rated
peers, allowing us to renpove the negative adjustnment. W have al so added one
not ch because we believe Danske Bank's ALAC is likely to exceed our adjusted
threshold of 4.5%in 2016, indicating the ability to support senior unsecured
creditors in an eventual resolution. Danske Bank's year-end 2014 ALAC buffer
was 4.2% based nainly on capital not otherw se captured in our stand-al one
assessnent, but also on its current outstandi ng stock of nondeferrable
subordi nated and hybrid debt. We have | owered our 5%t hreshold by 50 basis
points to reflect that Danske Bank has material insurance operations
(representing about 15% of RWAs), which would not be subject to resolution
therefore, the bank's bail-in-able instruments will not be required to support
t he i nsurance subsidiary.

VWiile we do not anticipate inprovements in other SACP factors at this tine, we
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acknow edge the potential for Danske Bank to achieve and maintain a RAC ratio
sust ai nably higher than 10% in line with a "strong" capital and earnings
assessment over time. If this scenario were to materialize, we would expect to
revi se upward our assessnent of the bank's SACP to reflect the capital

i mprovenents. In turn, this would Iead us to disregard a |arge portion of the
ALAC buffer and renove the associated notch of support, with a neutral effect
on the ratings.

The stable outlook reflects our view that Danske Bank will build an ALAC
buffer to protect senior unsecured creditors that woul d exceed 4.5% of RWAs,
supported by increasing earnings and retained capital, as well as maintain its
current stock of instrunents we consider eligible for ALAC

A negative rating action could follow if Danske Bank were unable to build an
appropriate ALAC buffer over the next two years or strengthen its capital and
earnings such that the RAC ratio is sustainably above 10%

We currently consider a positive rating action renote.

RELATED CRI TERI A AND RESEARCH

Rel ated Criteria

 Bank Rating Methodol ogy And Assunptions: Additional Loss-Absorbing
Capacity, April 27, 2015

* Bank Hybrid Capital And Nondeferrabl e Subordi nated Debt Mt hodol ogy And
Assunptions, Jan. 29, 2015

* National And Regional Scale Credit Ratings, Sept. 22, 2014

e Group Rating Methodol ogy, Nov. 19, 2013

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

 Revised Market Ri sk Charges For Banks In Qur Risk-Adjusted Capital
Framewor k, June 22, 2012

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

* Met hodol ogy For Mapping Short- And Long-Term |ssuer Credit Ratings For
Banks, May 4, 2010

» Use O CreditWatch And Qutl ooks, Sept. 14, 2009

Rel at ed Research

e S&P Takes Various Rating Actions On Certain U K And Gernan Banks
Fol | owi ng Governnent Support And ALAC Review, June 9, 2015

e Various Rating Actions On Dani sh Banks On EU Bank Recovery And Resol ution
Directive To Be Inplenented In Denmark, May 12, 2015

RATI NGS LI ST

Downgr aded; CreditWatch Action; Rating Affirned
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To From
Nykredit Real kredit A/'S
Nykredit Bank A/ S
Counterparty Credit Rating Al Negativel/ A-1 A+/ Wat ch Neg/ A-1

DLR Kredit A/'S
Counterparty Credit Rating BBB+/ St abl e/ A- 2 BBB+/ Wat ch Neg/ A- 2

Rating Affirmed

Jyske Bank A/'S

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

BRFkredit A/'S
Counterparty Credit Rating A-/ Stablel A-2

Rating Affirmed; Qutlook Action

To From
Danske Bank A/ S
Counterparty Credit Rating Al Stabl e/ A-1 Al Negativel/ A-1
Nor di ¢ Regi onal Scal e --/--1K-1 --/--1K-1
Danske Bank A/'S, Swedi sh Branch
Danske Bank PLC
Counterparty Credit Rating Al Stabl e/ A-1 Al Negativel/ A-1

NB: This list does not include all the ratings affected.

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

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.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 |ocated 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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