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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 outl ook on
Sweden- based nortgage | ender Sveriges Bostadsfinansieringsaktiebol ag, SBAB
(publ) (SBAB) to developing fromstable. At the same tine, the ' AA-/A- 1+
counterparty credit ratings on SBAB were affirned.

Standard & Poor's expects that the Swedi sh governnent's plans to reduce
its current 100% ownership in SBAB will naterialize within the two-year
out | ook horizon. The Swedish parlianent adopted a bill, rendering the sale
possi bl e, in June and the governnment has started preparations for the sale. No
detailed timeframe or procedure has been announced, however.

The devel opi ng outl ook 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 agreenent with a
new owner has been reached.

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

Factors that underpin the stand-al one assessnent of SBAB's credit quality
are the lowrisk nature of the conpany's business of nortgage banki ng, good
asset quality, and adequate capitalization. The standal one assessment is
constrained by I ow and declining profitability, mninmal revenue
di versification, and SBAB' s heavy reliance on whol esal e fundi ng.

Even though SBAB is heavily reliant on whol esale funding, we regard its
funding as well-diversified and adequate. |ssuance of covered bonds since 2006
has further strengthened the conpany's funding flexibility. Due to recent
credit narket turnoil, SBAB has significantly increased its liquidity reserve
to nore than sufficiently maintain its policy of always covering its 30-day
maxi mum cunul ative outflow. Standard & Poor's takes confort fromthe high
credit quality of SBAB's liquidity portfolio.

SBAB' s profitability is, however, |ow and we expect it to remain
pressured by tight margins and i ntense conpetition. In the third quarter of
2007, net operating income was negative as the company accounted for
unrealized mark-to-nmarket losses in its liquidity portfolio. Excluding these
unrealized | osses, net operating income was on a par with the corresponding
qguarter in 2006.
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Outlook

The devel opi ng outl ook reflects Standard & Poor's expectations that the
Swedi sh governnment will divest SBAB within the outl ook horizon. Once the
conpany has been sold, the ratings will becone dependent on the credit
standi ng of the acquirer. Depending on the inmportance of SBAB to its future
owner, the rating on SBAB will be between its stand-alone rating and the
future owner's rating | evel

A negative rating action could follow a significant erosion of SBAB' s
franchise in the nortgage | ending narket in Sweden or a deterioration inits
liquidity or funding position that ultinately reduces its underlying
profitability. A positive rating action based on a stand-al one assessnment of
SBAB is unlikely at this stage.

Ratings List

To From
Counterparty Credit Ratings
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