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OVERVI EW

* W have assigned a prelinmnary ' AAA/ Stable' long-termrating and a
prelimnary 'A- 1+ short-termrating to BRFkredit's issuances of "sarligt
dakkede obligationer" out of its Capital Centre E.

* The portfolio backing the bonds consists of first- or second- lien |oans
secured on nmainly residential, but also comercial and nmultifanmly
properties in Denmark.

LONDON (Standard & Poor's) COct. 17, 2011--Standard & Poor's Ratings Services
today assigned a prelimnary 'AAA" long-termcredit rating and a prelimnary
"A-1+'" short-termcredit rating to BRFkredit A/S' s (A-/Stabl e/ A-2) issuances
of "serligt dekkede obligationer"” (SDO Danish |egislation-enabled covered
bonds) out of its Capital Centre E. W have assigned a stable outlook to the
long-termrating (see list bel ow).

The ratings on the securities are prelimnary as of COct. 17, 2011, and subject
to change at any tinme. W expect to assign initial credit ratings subject to a
sati sfactory review of outstanding issues. Standard & Poor's ratings address
timely payment of interest and ultimate paynment of principal on or before

| egal final maturity of the bonds.

BRFkredit's Capital Centre E is an existing capital center and has separate
program docunentation, which it will use to finance fixed rate,

adj ust abl e-rate nortgages (ARM5) and floating-rate nortgage | oans by issuing
SDOs of various maturities.
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Preliminary Ratings Assigned To BRFkredit's Capital Centre E Covered Bond Issuances

Table 1
Current Maturity Distribution

Bond characteristics Vol .

(M1. DKK) %
Fi xed-rate 16.5 15
l-year maturity 46. 3 43
2-3-year maturity 25. 4 25
4-5-year maturity 16. 7 16
Above 5 years 2.00 2
Tot al 107.9 100

We expect the mpjority of new issuance from Capital Centre E to have a
one-year nmaturity term The one-year covered bonds will be issued through
auctions held in Decenber 2011, and thereafter in October and Decenber each
year.

If the issuer becones insolvent, the covered bondholders will have recourse to
a separate, ringfenced capital center, and a capital center reserve fund
Furthernore, an assigned administrator ("Kurator") will administer the cover
pool, and if necessary, refinance the nortgage | oans.

Currently Capital Centre E consists of |oans secured by nortgages on
residential and conmercial properties located in Dennark. There are a |arge
proportion of |oans in Copenhagen which is as expected, considering the

di stribution of the Danish popul ation

Table 2
CGeographical Distribution (%

Denmar k 100.0
Copenhagen 41.2
Zeal and 15.3
Central Jutl and 17.6
Sout h Denmar k 19. 8
North Jutl and 6.1
Table 3

Property Distribution By Type (%

Single famly 55. 04
Subsi di zed housi ng 19.91
Ofice 12. 84
Private rental (comercial) 9. 80
I ndustry 1.34
Tier 1 (hotels, leisure, etc.) 0.57
Ret ai | 0. 48
Tier 2 (Agriculture) 0.01
Land and unfinished build 0. 005
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Preliminary Ratings Assigned To BRFkredit's Capital Centre E Covered Bond Issuances

Most loans in Capital Centre E will consist of |oans refinanced fromthe
current Capital Centre B but also new origination made by the issuer

BRFkredit currently originates |oans through their five regional offices, rea
estate agents, and a nunber of partnerships with regi onal banks.

Unl i ke nost other Dani sh nortgage banks with capital centers that we rate,
BRFkredit intends to keep ARM Il oans in their existing capital centers,

i ncludi ng both fixed-rate nortgage | oans and ARM | oans refinanced by
short-term bond i ssuance. BRFkredit applies the general balance principle to
i ssue the SDOs, often associated with matched fundi ng, which matches interest
rate and maturity profiles. However, to fund the ARM | oans, the bonds issued
only match the loan's interest profile, not the legal maturity. By |aw and
contractual terns, BRFkredit nust provide continuous funding by issuing new
covered bonds at pre-agreed intervals until the |oan reaches maturity.

Further, the borrower is contractually obligated to accept the full cost of
funding for the nortgage | oans. Due to the specifics of the balance principle
of the Danish nortgage system we do not nodel a sale of the cover pool at the
first maturity of the bond, but assune that the issuer will refinance the bond
at (stressed) market rates. W consider the refinancing of the ARMI|oans to be
a potential credit risk as interest may increase substantially between

i nterest reset periods, and hence expose the borrower to the risk that a

| oan's schedul ed future periodic paynents may increase substantially (a
"paynent shock"). W therefore increase our base case foreclosure frequency
rate for ARM I oans by 20%

We have currently not observed any higher refinancing cost for this type of
nort gage | oans. Shoul d we observe an increase in funding costs of ARMs
conpared with other nortgage | oan products, we may reflect the different

i nvestor perception by adjusting our refinancing assunptions accordingly.

W& have reviewed the asset and cash flow information provided and projected as
of June. 30, 2011 to determ ne a "category 1" program categorization for
Capital Centre E and a current asset-liability msmatch (ALMM neasure of

"l ow'. According to our covered bond criteria, the conbination of both factors
potentially allows for a seven-notch uplift above the issuer credit rating
(see "Revised Methodol ogy And Assunptions For Assessing Asset-Liability

M smatch Ri sk I n Covered Bonds," published on Dec. 16, 2009).

Conparing our assessnent of the target credit enhancement with the avail able
credit enhancenent, we believe that the cover pool can fully support the
potential rating uplift for our '"AAA" rating on these |egislation-enabled
nort gage covered bonds.

The stable outl ook reflects our current view that adverse changes to our
counterparty credit rating on BRFkredit, or to our ALMM neasure, woul d not
automatically result in a change to the covered bond rating. W al so believe
that BRFkredit has the ability and willingness to manage the covered bonds at
condi tions comensurate with the prelimnary rating that we have assi gned.
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Preliminary Ratings Assigned To BRFkredit's Capital Centre E Covered Bond Issuances

Table 4
Capital Centre E's Key Characteristics (As O June 30, 2011)

Cl assification of ALMM m smatch Low
Pr ogram cat egori zati on 1
Maxi mum potential rating AAA
Current available credit enhancerment (% 15. 33
Target credit enhancenment commensurate with

the highest credit rating (% 9. 86

Note that we calculate the current credit enhancenent as (assets —
liabilities)/liabilities.

TRANSACTI ON SUMMARY AND PORTFCOLI O CHARACTERI STI CS

Table 5
Key Portfolio Characteristics (As O June. 30, 2011)

Total principal balance (DKK) 122,322,028, 797

Bonds out st andi ng ( DKK) 106, 061, 963, 978
Total nunmber of | oans 59, 779
Largest | oan val ue (DKK) 426, 762, 349. 0
Aver age | oan ( DKK) 1, 805,553.0

Wi ght ed- average LTV ratio (whole pool 79.79% [1]

Subsi di zed housing (% 93. 26
Commercial [2] (% 68. 73
Private rental (conmmercial) (% 91. 89
Single famly (% 73.94

Level of arrears (whole pool 0.70%

Subsi di zed housing (% 0.02
Conmercial (% 0.13
Private rental (conmercial) (% 0. 16
Single family (% 0. 40

Properties in default (% of whole pool): 0.42

Wei ght ed- aver age seasoni ng (whol e pool - 35.3 nont hs)

Commer ci al 36.1
Single famly 33.7
Proportion of ARMs (% 85.0
Proportion of 10 1oans (% 59.4
Top 20 | oans as % of pool 5.1
Reserve fund (% 15.3
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Preliminary Ratings Assigned To BRFkredit's Capital Centre E Covered Bond Issuances

Reserve fund conposition

BRF SDCs (% 62. 86
BRF RGs (%) 12.70
QO her Dani sh covered bonds (% 15. 56
" AAA'" government bonds (% 3. 07
Bank bonds (% 2.61

[1] Based on Standard & Poor's adjusted cal cul ati on.
[2]Office, industry, tier 1 and 2

LTV- - Loan-t o- val ue.

| OF--Interest-only feature.

ARMs- - Adj ust abl e-rat e nort gages.

ROs- - "Real kredi t obl i gati oner™.

SDCs--"s&x | i gt dakkede obligationer".

Qur credit analysis accounts for these characteristics and conpri ses:

* The determi nation of the weighted-average foreclosure frequency (WAFF)
rati o, which we essentially base on the |oan-to-value (LTV) ratio of the
under | yi ng borrowers; and

» The determ nation of the wei ghted-average |oss severity (WALS) rati o,
which we derive fromthe LTV ratio and the expected narket val ue decline
of the property.

The product of the WAFF and WALS is the net |loss that we assune may affect the
portfolio in a 'AAA scenario. At a 'AAA rating level, the closing WAFF and
WALS results expected as of Sept. 30, 2011 are:

WAFF 19. 81%
WALS 38. 63%

Assunmed net credit | oss
(WAFF x WALS) 7.65%

BRFkredit has stated that it intends to continue originating ARMIoans in
Capital Centre E. W consider BRFkredit's Capital Centre E to be an
established capital center and do not expect the issuer to materially change
the current credit conposition of the capital center

APPENDI X

BASE ASSUWMPTI ONS FOR THE CREDI T ANALYSI S OF DANI SH MORTGAGE LOANS: RESI| DENTI AL
Table 6

Base WAFFs (%

AAA 12
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Preliminary Ratings Assigned To BRFkredit's Capital Centre E Covered Bond Issuances

WAFF- - Wi ght ed- aver age forecl osure frequency.

Table 7
Adj ustments To The WAFF

LTV >70%
Base nultiplied by 1.1 to 3. (Increases as LTV increases
and caps when LTVs reach 100% .

Seasoni ng
Bet ween 10% and 25% reduction to base, No adj ustment
applied to loans in arrears.

Buy-to-| et
Base multiplied by 1.67.

Floating interest rate without cap (ARM | oans)
20% of base.

Junmbo | oans (> DKK 3, 000, 000)
1% to 20% of base. (Increases as |oan size increases
and caps when | oan size reaches DKK 4, 200, 000).

Geogr aphi ¢ concentration of > 10%in non-urban areas
20% i ncrease to base WAFF for |loans in region affected.

Arrears
Case by case considerati on dependi ng on arrears nanagenent
and performance data. Up to 75% forecl osure frequency.

Bankr upt cy
Case by case consideration. Up to 100% forecl osure frequency.

WAFF- - Wi ght ed- aver age forecl osure frequency.
ARM - Adj ust abl e-rat e nortgages.
LTV- - Loan-t o- val ue.

Tabl e 8
Base Market Value Decline (%

AAA 40

Table 9
Adj ust nent To Val uati on

Val uati on hai rcut 10% r educti on on val uations
made within the | ast cal endar
year. Applied in cal culation of
WALS only.
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Preliminary Ratings Assigned To BRFkredit's Capital Centre E Covered Bond Issuances

WALS- - i ght ed- average | oss severity.

Tabl e 10
Adj ust ment To Loss Severity

Jumbo properties (>DKK 3, 750,000) Loss severity increases by
between 1% to 20%
(I'ncreases as | oan size
i ncreases and caps when
| oan size reaches
DKK 5, 000, 000).

Tabl e 11
Conmer ci al Property Type

Base WAFFs (9% AAA

Subsi di zed housi ng 12
Private rental 25
Agriculture 25
Oficelretail/industrial 25
Land/ i nconpl et e buil di ngs 50
Hot el s/ care hones/ hospi tal s/ exhi bition centers 50
Leisure facilities/golf courses/other 55

WAFF- - V\éi ght ed- aver age forecl osure frequency.

Table 12
Adj ust ments To The WAFF

LTV >70%
Base nultiplied by 1.1 to 3. (lIncreases as LTV
i ncreases and caps when LTVs reach 1009% .

Seasoni ng
Bet ween 10% and 25% reduction to base, No adj ustnment
applied to loans in arrears.

Floating interest rate without cap (ARM | oans)
Base tinmes 20%

Geogr aphi ¢ concentration of > 10% i n non-urban areas
20% i ncrease to base WAFF for |loans in region affected.

Arrears

Case by case consideration dependi ng on
arrears managenent and performance data.
Up to 75% forecl osure frequency.
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Preliminary Ratings Assigned To BRFkredit's Capital Centre E Covered Bond Issuances

Bankr upt cy
Case by case consideration. Up to 100% forecl osure frequency.

WAFF- - i ght ed- aver age forecl osure frequency.
ARM - Adj ust abl e-rat e nortgages.

Table 13
Conmer ci al Property Type

Base nmarket value decline (% AAA

Subsi di zed housi ng 60
Private rental 55
Agricul ture 55
Oficelretail/industrial 55
Land/ i nconpl et e buil di ngs 100
Hot el s/ care homes/ hospital s/ exhibition centers 75
Leisure facilities/golf courses/other 75
Tabl e 14

Adj ust nent To Val uati on

Val uati on haircut 10% reduction on val uati ons nade
within the | ast cal endar year.
Applied in the cal cul ation of
WALS only.

WALS- - \ei ght ed- average | oss severity.
RELATED CRI TERI A AND RESEARCH

e Principles O Credit Ratings, Feb. 16, 2011

* Revised Methodol ogy And Assunptions For Assessing Asset-Liability
M smatch Ri sk I n Covered Bonds, Dec. 16, 2009

* Understanding Standard & Poor's Rating Definitions, June 3, 2009

* Update And darification To Counterparty Criteria For Interest Rate Swap
Counterparties In 'AAA Rated Transactions, April 1, 2009

 European Legal Criteria For Structured Finance Transactions, Aug. 28,
2008

* Revised Framework For Applying Counterparty And Supporting Party Criteria,

May 8, 2007
e Cash Flow Criteria For European RVMBS Transactions, Nov. 20, 2003

Rel ated articles are available on RatingsDirect. Criteria, presales, servicer
eval uations, and ratings information can al so be found on Standard & Poor's
Web site at www. st andar dandpoors.com Alternatively, call one of the follow ng
Standard & Poor's nunbers: Cient Support Europe (44) 20-7176-7176; London
Press O fice (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)

69- 33-999- 225; Stockhol m (46) 8-440-5914; or Mscow (7) 495-783-4011.
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RATI NGS LI ST

Pr ogr ant Rat i ng
Country: Covered bond type

PRELI M NARY RATI NGS AND OQUTLOOK ASSI GNED

BRFkredit A/S - Capital Centre E

Long-term AAA/ Stable

Short-term A-1+

Denmar k: Saxligt Dekkede Obligationer (Legislation-Enabled
Cover ed Bonds)

Additional Contact:
Covered Bonds Surveillance; CoveredBondSurveillance@standardandpoors.com
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