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Research Update:

NIBC Bank Ratings Lowered To 'BBB-/A-3' On
Bank Criteria Change; Outlook Stable

Overview

* Following a review under Standard & Poor's revised bank criteria
(published on Nov. 9, 2011), we have | owered our |ong- and short-term
counterparty credit ratings on NNBC Bank N.V. to '"BBB-/A-3" from
'BBB/ A-2'. The outlook is stable.

e Qur ratings on NIBC reflect its weak business position, adequate capita
and earni ngs, adequate risk position, bel ow average fundi ng, and adequate
liquidity.

* The long-termcounterparty rating is in line with the stand-al one credit
profile (SACP), based on our assessnment of the bank's | ow systenic
i mportance in The Netherl ands.

» The issue ratings on NIBC s nondeferrabl e subordi nated debt were | owered
to 'BB+ from'BBB-'.

« The issue ratings on junior subordinated debt were affirned at 'BB' .

e The stable outlook reflects our expectation that the bank should be in a
position to maintain broadly stable capital and risk positions even if
the uncertain econom ¢ environnent wei ghs on prospective earnings.

Rating Action

As we previously announced on Dec. 8, 2011, Standard & Poor's Ratings Services
lowered its long- and short-termcounterparty credit ratings on

Net her | ands- based NIBC Bank N.V. to 'BBB-/A-3'" from'BBB/ A-2'. The stand-al one
credit profile (SACP) is 'bbb-'. At the sanme time, we lowered the ratings on
nondef errabl e subordi nated debt to 'BB+ from'BBB-' and affirned the ratings
on the bank's junior subordinated debt at 'BB . The outlook is stable.

Rationale

Standard & Poor's bases its ratings on NIBC on the conmpany's "weak" business
position, "adequate" capital and earnings, "adequate" risk position, "bel ow
average" funding, and "adequate" liquidity, as our criteria define these
terns.

Qur bank criteria use our Banking |Industry Country Ri sk Assessnent (Bl CRA)
econoni ¢ and industry risk scores to deternine a bank's anchor, the starting
point in assigning an issuer credit rating. The anchor for a conmercial bank
operating only in The Netherlands is '"a-'. Although NIBC is exposed to other
countries, mainly Germany and the U K , our blended economc risk score of '2
for the bank remains largely driven by the score for The Netherlands, where
the bul k of NIBC s exposures reside. The BICRA score is determ ned by our

eval uation of economc risk, where we see The Netherlands as a diversified and
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conpetitive econony, which has mnimal political risk. A though we expect

sl uggi sh near-term growth, unenployment should remain low relative to peers.

Ri sks such as continued pressure on property markets are in our view mtigated
by generally sound underwiting criteria and a strong credit culture. G oss
househol d i ndebt edness is high, due to specific conditions of the Dutch
nortgage system Wth regard to industry risk, the Dutch banking industry is
domi nated by three large players; two of themare subject to restructurings as
aresult of state aid that they had received. The large reliance on whol esal e
funding is partly attributable to househol ds' propensity to save into
life-insurance and pension products.

We consider NIBC s business position to be "weak", primarily reflecting the
bank's niche franchi se, our view of potential volatility in a fewof its
sectors, and nodest overall market position. Wth total assets of about €28
billion at end-June 2011, NIBC is a mdsize bank within the overall Dutch
system W consider the bank's activities are much less diversified than its

| arger domestic peers. The mpjority of its incone originates fromlendi ng and
advisory to mid-cap conpanies in the Benelux region and Gernany, and
internationally to a few niche sectors, including shipping, oil and gas,
infrastructure, and renewabl e energies. W regard the bank's retai

franchi se--through its online deposit-gathering activities NIBC Direct and
nortgage lending originated via intermediaries--as limted. W note the bank's
| ong- standi ng expertise in its corporate niches, which in our view helped it
to defend its franchi se through the recent downturn. This was al so underpi nned
by what we view as good nmanagenent capabilities and a clear strategic focus.

We view NIBC s capitalization as "adequate", based primarily on our
expectation that NIBC Holding's capital ratio before adjustnents will increase
slightly to about 7.5% as neasured by our risk-adjusted capital (RAQ
framework, at end-2012. W note the strong recovery trend in underlying
ear ni ngs since the second half of 2009. W expect future inprovenents to sl ow
down, possibly constrained by the uncertain econonm c environnent, although we
do not expect any negative inpact on our assessnment of the bank's capita

posi tion.

We view NIBC s risk position as "adequate". W believe that our RAC framework
adequately captures the risks that NIBC faces. NIBC s | oss experience in
corporate and retail lending in our viewis broadly conparable with sector
averages. The bank has relatively |arge exposures to sectors that we consider
to be potentially volatile, such as conmercial real estate or shipping.
Nevert hel ess, we observe that risks appear so far to have been mtigated by
the collateralized nature of nobst |ending activities, and sound sector

know edge and underwiting criteria. We regard the geographic diversification
of the bank's exposures as satisfactory. The risks related to its structured
credit portfolio--in run-off since 2007--have dim nished materially in our
view due to a continued reduction in the overall exposure and al ready
substantial wite-downs.

We view NIBC s funding as "bel ow average"” and its liquidity as "adequate". CQur
assessnment of the bank's funding primarily takes into account the bank's
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greater-than-average reliance on whol esale funding, illustrated by a

hi gh- - al

beit rapidly decreasing--1oan-to-customer deposits ratio of 300% at

end-June 2011. W note the |large amobunt of governnent-guaranteed debt naturing
i n Decenber 2011 and February 2012, but consider under our base-case scenario
that the bank will be able to neet these maturities while nmaintaining an
adequate liquidity position. This is supported by the bank's large portfolio

of |i qui

d assets, in the formof cash or securities eligible for repo

(repurchase agreenent) activity.

The counterparty credit rating is in line with the SACP, reflecting our
assessment of NIBC s | ow system c inportance in The Netherlands. This is based
on the bank's nodest share of the overall Dutch banking system and our view of

its lim

W rate

ted overall retail franchise.

NI BC s juni or subordi nated debt two notches bel ow the bank's SACP, in

l[ine with our criteria of Nov. 1, 2011 for this type of hybrid instrument.

Outlook

The stable outl ook reflects our expectation that the bank should be in a
position to maintain broadly stable capital and risk positions even though the

uncerta

n econom ¢ environnent coul d i npede prospective earnings.

A marked deterioration in asset quality, for exanple, if the |oan inpairnent
charge were to trend above 60 basis points of total average |oans, or tighter

capital

managenment could trigger a |lowering of the long-termrating. In

addition, a material weakening in the liquidity position as a result of the
upcom ng gover nnent - guar ant eed debt repaynents coul d exert downward pressure
on the ratings.

A susta

nabl e rebal anci ng of the bank's funding profile, wth decreasing

reliance on whol esal e funding and further evidence of the stability of the
custoner deposit base, could lead to noderate upward potential for the rating.
Evi dence of a marked and sustained inprovenent in the stability and quality of
ear ni ngs, pointing toward an inproved business position, could also exert
upward pressure

Ratings Score Snapshot

| ssuer Credit Rating BBB-/ St abl e/ A-3
SACP bbb-

Anchor a-

Busi ness Position Weak (-2)

Capital and Earnings Adequat e (0)

Ri sk Position Adequat e (0)

Fundi ng and Liquidity Bel ow Aver age and Adequate (-1)
Suppor t 0

GRE Support 0
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G oup Support 0
Sover ei gn Support 0
Addi ti onal Factors 0

Related Criteria And Research

Al articles listed below are available on RatingsDirect on the G obal Credit
Portal, unless otherw se stated.
* Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011
e Group Rating Methodol ogy And Assunptions, Nov. 9, 2011
e Banking Industry Country Ri sk Assessnment Methodol ogy And Assunpti ons,
Nov. 9, 2011
 Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

Ratings List

Downgr aded
To From
NI BC Bank N. V.
Counterparty Credit Rating BBB-/ St abl e/ A-3 BBB/ St abl e/ A- 2
Certificate OF Deposit BBB-/ A- 3 BBB/ A- 2
NI BC Bank N. V.
Seni or Unsecured BBB- BBB
Subor di nat ed BB+ BBB-
Conmrer ci al Paper A-3 A-2
Ratings Affirmed
NI BC Bank N. V.
Juni or Subordi nat ed BB

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

Conplete ratings information is avail able to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box |ocated in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client 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) 783-4009.
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