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Research Update:

Denmark-Based Nykredit Bank A/S Assigned
'A+/A-1' Ratings; Outlook Stable

Rationale

On Nov. 5, 2008, Standard and Poor's Ratings Services assigned its 'At+'
long-termand 'A-1' short-termcounterparty credit ratings to Dennark-based
Nykredit Bank A/'S. The outl ook is stable.

The ratings reflect the bank's status as a core subsidiary of Nykredit
Real kredit A/S (A+/ Stable/A-1). In addition, they reflect expected parental
support, primarily in the formof capital injections, as well as access to a
strong brand nane and custoner base. Accordingly, we have equalized the
rati ngs on Nykredit Bank with those on the parent by incorporating a two-notch
uplift to the stand-al one ratings on the bank. The stand-al one ratings reflect
the bank's strong asset quality and adequate profitability. The ratings are
constrained by the bank's | ow | evel of geographic diversity, its dependence on
capital market-related revenues, and its sizeable exposure to single nanes.

Established in 1994 and with total assets of Danish krone (DKK) 145.5
billion ($25.1 billion at DKK5.8 to $1) on June 30, 2008, Nykredit Bank is the
fifth-l1argest bank in Denmark by assets. It has a 4% share of the country's
non- nort gage | endi ng market and, in 2007, the bank contributed about 28% of
the group's operating profit. The bank is wholly-owned by Nykredit Real kredit,
the | eader in Denmark's nortgage | ending market, with a 40% share. Nykredit
Bank is perceived by group nmanagenent as the mmin source of future growth for
the group. Through the strong Nykredit brand name, the bank has massive
cross-selling potential to Nykredit's existing nortgage customners.

The bank's good asset quality reflects the group's conservative credit
risk policies, both in terns of customer assessnent and | oan-to-val ue
policies. As at June 30, 2008, it reported gross nonperforming assets
equi valent to 0.33%of total gross |loans. One-quarter of its |lending book is
conposed of donestic guarantees or international bridge financing provided to
nort gage custoners subsequently transferred to the parent, which bears the
entire credit risk in such transactions. Simlarly to the group's asset
quality, actual l|oan |Iosses, and provisioning for bad and doubtful debt have
been at record |low |l evel s during the past five years. W expect the bank to
experi ence increased |losses in the near future given an ongoi ng sl owdown in
construction and real estate activity and the Dani sh econony in general

We consider the bank's profitability to be adequate. It has delivered
stable returns over the past four years with net incone to average assets
bet ween 0.4% 0. 6% However, this dropped to 0.28% in the first six nonths of
2008, as a result of lower capital nmarket-rel ated revenue and proprietary
trading |l osses. In 2007 and the first half of 2008, 40% 50% of the bank's
pre-tax profits cane fromits capital market-rel ated operations. W believe
this business segnent will remain inherently volatile and nay conme under
further pressure during the ongoing econom c sl owdown as capita
mar ket -rel ated transacti ons decrease.
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We consider Nykredit Bank's capitalization to be satisfactory.
Capitalization is nmanaged at the group level and the bank's ratios are not as
strong as those of the w der group. As at June 30, 2008, the bank reported a
Tier-1 regulatory capital ratio of 6.9% conpared with 8.4% at year-end 2007
The sharp decline is due to an increase in risk weighted assets and hi gher
capital charges for operational risk and undrawn credit facilities under new
Basel |l transitional rules.

Outlook

The outl ook for Nykredit Bank reflects the outlook for the parent given the
bank's core status within the group. However, the ratings could diverge from
the ratings of the parent if our assessment of Nykredit Bank's status within
the group or the level of parental support changes. On a stand-al one basis, we
expect sone pressure on the bank's profitability in 2009 as a result of weaker
busi ness prospects for the real estate and construction sectors, higher
provi si oni ng needs, and volatile narkets.

A significantly higher than expected deterioration in the bank's asset
quality would |l ead to a weakening of its stand-alone credit profile.
Conversely, a strengthening of the bank's franchi se and busi ness mx and
performance woul d be beneficial for its stand-al one creditworthiness providing
it preserves its asset quality.

Ratings List

New Rati ngs

Nykredit Bank A/ S

Counterparty Credit Rating A+/ Stabl e/ A-1
Certificate O Deposit A+l A-1
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