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Research Update:

Nykredit Realkredit A/S Assigned 'A+' L-T
Ratings, Outlook Stable; Covered Bonds Rated
'AAA

Rationale

On Nov. 5, 2008, Standard and Poor's Ratings Services assigned its 'A+'
long-termcounterparty credit ratings to Dennark-based nortgage | ender
Nykredit Real kredit A/S (Nykredit). At the sane tinme, the 'A-1'" short-term
counterparty credit ratings on Nykredit were affirmed. The outl ook is stable.

At the same time, Standard & Poor's assigned 'AAA credit ratings to
Sax | i gt Dakkede bl gationer issued via Nykredit Capital Centre E and
Real kredi tobl i gati oner issued by Nykredit Capital Centre C and Nykredit
Capital Centre D. At the sanme tinme, Standard & Poor's assigned a 'AAA rating
to Real kreditobligationer issued by Total kredit A/S Capital Centre C
Total kredit is a subsidiary of Nykredit. The ratings on Nykredit's Cenera
Capital Centre (covered bond program) were raised to ' AAA" from'AA'",
reflecting the fact that our analysis of the capital centre is now based on
detailed information on its asset quality and cash flow profile rather than
t he previ ous notching approach. Full reports on the covered bonds issued by
each capital centre will follow shortly.

The total issue volume covered by the new ' AAA' issue ratings currently
amounts to Dani sh krone (DKK) 871 billion (€117 billion). The credit quality
of the underlying assets is good but the nai ntenance of the 'AAA" ratings wll
depend on the ability and willingness of the respective issuers to provide
overcol l ateralization | evels equal to or above the regulatory limts.

The ratings on Nykredit reflect the group's |eading position in the
Dani sh nortgage | ending market, conservative risk managenment, stable core
ear ni ngs, and robust capitalization. They also factor in the group's
successful integration of Total kredit A/S and conti nued cooperation with | oca
and regional banks in Denmark. The ratings are constrained by the | ow
geogr aphi ¢ and busi ness diversification of the group, although the grow ng
banki ng franchise is contributing increasingly to core incone.

Wth total assets of DKK 1.08 trillion ($186 billion at DKK 5.8 to $1) as
at June 30, 2008, Nykredit ranks as the country's second-|argest financial
services group and | eadi ng nortgage | ender. The group controls about 40% of
t he Dani sh nortgage | oan market and a small, though successful banking
subsidiary, Nykredit Bank A/S (A+/ Stable/A-1).

The recent turbulence in the global credit narkets has taken its toll on
the group's investnent portfolio, which generated a loss of DKK1.2 billion in
the first half of 2008. G ven the wi dening of spreads in the third quarter of
2008, we expect a further large inpact on profitability. As a result of the
losses in the first half, Nykredit's net incone was severely inpacted and
declined to DKK442 nillion, conpared with DKK2.2 billion in the corresponding
period in 2007. However, the group's incone fromits core business operations
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remai ned strong thanks to its solid franchise and cost-efficiency. W expect
Nykredit to continue delivering stable core profits, although bottomline
results are likely to remain subdued by |losses in its investnent portfolio.
For the first half of 2008, Nykredit reported annualized net income of 0.07%
of average assets, much | ower than the average 0.30% 0. 35% reported by the
group over the past five years.

Nykredit's very good asset quality reflects the group's conservative
credit risk policies, both in terns of customer assessnent and | oan-to-val ue.
Despite sharp declines in donestic house prices in the past 18 nonths and the
decel erati on of the Dani sh econony, Nykredit's asset quality has remained very
good. As at June 30, 2008, Nykredit reported negligible gross nonperformng
assets equivalent to 0.09% of total gross |oans. Provisioning for bad and
doubt ful debts has been at record low levels for the past five years. Such
debt |l evels are expected to rise in the near future fromcyclical |ows,
al t hough any increase is expected to be only noderate, given the country's | ow
| evel s of unenpl oynment, high savings of Danish househol ds, and | ow
| oan-t o—val ue rati os.

Gven its mutual status, Nykredit has a track record of nanaging capita
conservatively, on the basis of stable profits and conservative risk
managenent in a | ow margi n business. At June 30, 2008, it reported a
regul atory core Tier 1 ratio of 16.4% under the recently inplenmented Basel |1
rul es, conpared with 9.4% at year-end 2007. This capitalization is very strong
and wel |l above that of other simlarly rated financial institutions in the
Nor di ¢ region.

We consider Nykredit to be of high system c inportance within the Danish
banki ng system The current tight conditions in the global noney markets have
pronmpt ed the Dani sh financial authorities to take several actions to extend
liquidity to the banking sector. The Danish central bank has | aunched a nunber
of new lending facilities involving further |ending against collateral. On
Cct. 10, 2008, the Danish parliament approved the Act on Financial Stability,
whereby all deposits and senior unsecured debt wi th Danish banks will be
guaranteed for a two-year period. As a nortgage credit institution, Nykredit
participates in the schenme through its wholly-owned bank subsidiary, Nykredit
Bank.

Outlook

The stable outl ook reflects our expectation that Nykredit's asset quality will
remain resilient to Dennmark's weak property narkets and the deterioration of
the country's economic outlook. In addition, it reflects our expectation that
Nykredit will continue its efforts to diversify into non-nortgage business
while maintaining its conservative capitalization strategy.

A positive rating action is unlikely at this stage. The ratings could
becorme under pressure if there is a |arger-than-expected deterioration in the
group's asset quality and earnings. In addition, the ratings could be | owered
if there is an unexpected reduction of the group's current capitalization
levels following full inplenentation of Basel |l or acquisitions of troubled
smal | Dani sh banks.
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Ratings List

New Ratings; Ratings Affirmed

To From
Nykredit Real kredit A/'S
Counterparty Credit Ratings A+/ St abl e/ A-1 --/--1A-1

NB: The list does not include all ratings affected.

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

Ratings information is available to subscribers of RatingsDi rect, the
real -ti ne Web-based source for Standard & Poor's credit ratings, research,

and

risk analysis, at ww.ratingsdirect.com It can also be found on Standard &

Poor's public Wb site at www. st andardandpoors. cony sel ect your preferred

country or region, then Ratings in the left navigation bar, followed by Credit

Rati ngs Search. Alternatively, call one of the followi ng Standard & Poor's
nunbers: Cient 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) 495-783-4017.

Standard & Poor’s RatingsDirect | November 5, 2008

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page.



Copyright © 2008 Standard & Poor's, a division of The McGraw-Hill Companies, Inc. (S&P). S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein. This data/information may only be used internally for business purposes and shall not be used for any unlawful or unauthorized purposes.
Dissemination, distribution or reproduction of this data/information in any form is strictly prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P, its affiliates or its third party licensors, S&P, its affiliates and its third party licensors do not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the results obtained from the use of such information. S&P
GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P, its affiliates and its third party licensors be liable for any direct, indirect, special or consequential damages in connection with subscriber's or
others use of the data/information contained herein. Access to the data or information contained herein is subject to termination in the event any agreement with a third-
party of information or software is terminated.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and objectivity
of ratings opinions. The credit ratings and observations contained herein are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or
sell any securities or make any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion
contained herein in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's may have
information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the confidentiality of non-public information
received during the ratings process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties participating in marketing
the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications.
Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of

passwords/user IDs and no simultaneous access via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as provided
herein, contact Client Services, 55 Water Street, New York, NY 10041; (1)212.438.9823 or by e-mail to: research_request@standardandpoors.com.

Copyright © 1994-2008 Standard & Poor's, a division of The McGraw-Hill Companies. Al Rights Reserved. The McGraw-Hill Companies

www.standardandpoors.com/ratingsdirect S



	Research:
	Rationale
	Outlook
	Ratings List


