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Research Update:

SBAB Outlook Revised To Developing On
Privatization Plans; 'AA-/A-1+' Ratings
Affirmed

Rationale
On Nov. 6, 2007, Standard & Poor's Ratings Services revised its outlook on
Sweden-based mortgage lender Sveriges Bostadsfinansieringsaktiebolag, SBAB
(publ) (SBAB) to developing from stable. At the same time, the 'AA-/A-1+'
counterparty credit ratings on SBAB were affirmed.

Standard & Poor's expects that the Swedish government's plans to reduce
its current 100% ownership in SBAB will materialize within the two-year
outlook horizon. The Swedish parliament adopted a bill, rendering the sale
possible, in June and the government has started preparations for the sale. No
detailed timeframe or procedure has been announced, however.

The developing outlook factors in our expectation that a change in rating
is likely within the outlook horizon but that it is difficult to predict the
direction of the rating change with any certainty until an agreement with a
new owner has been reached.

Currently, Standard & Poor's uses its criteria for government-related
entities (GREs) to assess the credit quality of SBAB (see "Rating
Government-Related Entities: A Primer", published June 14, 2006 on
RatingsDirect). Under this approach, we have assessed that the company is
likely to benefit from extraordinary support from the government in the event
of financial distress, primarily based on its current ownership structure.
This implies that the ratings on SBAB at present are two notches higher than
its standalone credit quality would warrant.

Factors that underpin the stand-alone assessment of SBAB's credit quality
are the low-risk nature of the company's business of mortgage banking, good
asset quality, and adequate capitalization. The standalone assessment is
constrained by low and declining profitability, minimal revenue
diversification, and SBAB's heavy reliance on wholesale funding.

Even though SBAB is heavily reliant on wholesale funding, we regard its
funding as well-diversified and adequate. Issuance of covered bonds since 2006
has further strengthened the company's funding flexibility. Due to recent
credit market turmoil, SBAB has significantly increased its liquidity reserve
to more than sufficiently maintain its policy of always covering its 30-day
maximum cumulative outflow. Standard & Poor's takes comfort from the high
credit quality of SBAB's liquidity portfolio.

SBAB's profitability is, however, low and we expect it to remain
pressured by tight margins and intense competition. In the third quarter of
2007, net operating income was negative as the company accounted for
unrealized mark-to-market losses in its liquidity portfolio. Excluding these
unrealized losses, net operating income was on a par with the corresponding
quarter in 2006.

Standard & Poor’s RatingsDirect  |  November 6, 2007 2

Standard & Poor's. All rights reserved. No reprint or dissemination without S&Ps permission. See Terms of Use/Disclaimer on the last page. 611557 | 300830692



Outlook
The developing outlook reflects Standard & Poor's expectations that the
Swedish government will divest SBAB within the outlook horizon. Once the
company has been sold, the ratings will become dependent on the credit
standing of the acquirer. Depending on the importance of SBAB to its future
owner, the rating on SBAB will be between its stand-alone rating and the
future owner's rating level.

A negative rating action could follow a significant erosion of SBAB's
franchise in the mortgage lending market in Sweden or a deterioration in its
liquidity or funding position that ultimately reduces its underlying
profitability. A positive rating action based on a stand-alone assessment of
SBAB is unlikely at this stage.

Ratings List

To From
Counterparty Credit Ratings
Global Scale Rating AA-/Developing/A-1+ AA-/Stable/A-1+
Nordic National Scale Rating --/--/K-1

CP
Global Scale Rating A-1+
Nordic National Scale Rating K-1

NB: This list does not include all ratings affected.
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Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com

Ratings information is available to subscribers of RatingsDirect, the
real-time Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at www.ratingsdirect.com. It can also be found on Standard &
Poor's public Web site at www.standardandpoors.com; select your preferred
country or region, then Ratings in the left navigation bar, followed by Credit
Ratings Search. Alternatively, call one of the following Standard & Poor's
numbers: Client Support Europe (44) 20-7176-7176; London Press Office Hotline
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;
Stockholm (46) 8-440-5914; or Moscow (7) 495-783-4017. Members of the media
may also contact the European Press Office via e-mail on:
media_europe@standardandpoors.com.
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