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Last rating action: 09 Aug 2017 aaa aaa AAA AAA

Sector Details: aa+ aa+ AA+ AA+

Bank sector: Universal Commercial aa aa AA AA

Region: DM Europe aa- aa- AA- AA-

Country: Denmark a+ a+ A+ A+

Country IDR: AAA Stable a I a A A Stable

Last action: 21 Jul 17 Affirmed a- a- A- A-

Country ceiling: AAA bbb+ bbb+ BBB+ BBB+

Macro prudential indicator: 1 bbb bbb BBB BBB

Bank systemic indicator: a bbb- bbb- BBB- BBB-

bb+ bb+ BB+ BB+

Bank Rating History bb bb BB BB

Viability Rating (VR) bb- bb- BB- BB-

09 Aug 17 a Affirmed b+ b+ B+ B+

22 Aug 16 a Affirmed b b B B

08Sep15 a Affirmed b- b- B- B-

Issuer Default Rating (IDR) cce cce CCC CCcC

09 Aug 17 A Stable Affirmed cc CE CE CE

22 Aug 16 A Stable Affirmed c G © ©

08 Sep 15 A Stable Affirmed f f |NF |D or RD

Support Rating Floor (SRF) Support Rating Floor Value Drivers & Sensitivities

09 Aug 17 NF Affirmed Typical D-SIB SRF for sovereign's rating level (assuming high propensity) A+ to A- _ ) ) ) )

22 Aug 16 NE Affirmed Actual country D-SIB SRF NE Leading Danish Bank Th(_e ratlng§ reflect Danske Bank's strong L_mlversal Danish and to a lesser extent, pan-Nordic franchises,

which provide stable revenues across a wide product range.

08 Sep 15 NF Affirmed Support Rating Floor: NF

Bar Chart Legend: Support Factors Positive Neutral Negative We view positively management's renewed strategic focus on relationship banking in the Nordics. The risk-

Vertical bars = VR range of Rating Factor Sovereign ability to support system Nordic-Focused Strategy =~ management framework has been strengthened, which should translate into some further asset-quality

Bar Colors = Influence on final VR Size of banking system relative to economy Improvements.

B Higher Influence Size of potential problem The stock of non-performing loans continues to decline on the back of a domestic economic recovery,
B Moderate Influence Structure of banking system Improved Asset Quality enhanced underwriting standards and the winding down of the non-core Irish portfolio, which is no longer a
Lower Influence Liability structure of banking system material risk to the bank.

Bar Arrows = Rating Factor Outlook Sovereign financial flexibility (for rating level) Profitability has improved, mainly from lower loan impairment charges. The bank benefits from strong and
1 Positive {  Negative Sovereign propensity to support system Stronger Profitability stable revenue generation, and good cost control. Margins have been resilient to negative interest rates. We
{I Evolving O  Stable Resolution legislation with senior debt bail-in v expect profitability to benefit from expansion in Norway and Sweden.

Peer Ratings bars = Count of banks Track record of banking sector support Wholesale Funded: Health Danske is reliant on wholesale funding, like most Nordic banks. It has a well-diversified funding base. Danish
67 DM Europe Universal Commercial Government statements of support Liquidity ' y mortgage lending is by law funded by covered bonds. A deep captive domestic investor base supports

Denmark Universal Commercial Sovereign propensity to support bank demand, but strong liquidity is key to mitigate refinancing risk.
Relevant Criteria & References Systemic importance § § hied | L with | o
Global Bank Rating Criteria (Nov 2016) Liability structure of bank Solid Capitalisation anske's risk-weighted capital ratios compare well with interational peers. Leverage is acceptable in a
European context.

Macro-Prudential Risk Monitor (Aug 2017) Ownership
Specifics of bank failure A sustained and material improvement in asset quality and profitability may result in positive rating pressure
Policy banks Upgrade Sensitivities in the medium term. This would also require management to successfully execute its strategy, while
Policy role maintaining solid capital, funding and liquidity ratios.

Analysts Funding guarantees and legal status A downgrade could result from a prolonged inability to competitively access debt capital markets, asset-

Bjorn Norrman (+44 20 3530 1330) Government ownership Downgrade Sensitivities quality deterioration that materially affects capitalisation or weaker profitability. Fitch expects Danske to

Olivia Perney (+ 33 1 44 29 91 74) maintain a large liquidity buffer to mitigate funding risks.


https://www.fitchratings.com/site/re/902114
https://www.fitchratings.com/site/re/891051
mailto:bjorn.norrman@fitchratings.com
mailto:olivia.perney@fitchratings.com
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Key Financial Ratios Danske Region Sector Median Asset QU al Ity —— DM Europe Universal Commercial Median
(01 Sep 2017) Number of Banks: 4.0% -
ABN AMRO
SielciglEhe 2017 FYEL6 FYE1LS FYE14 2Q17 FYE16 FYE15 FYE14 o (@)
o 3.0% - ING Bank
o Danske (a+) Nordea
Total assets 548 494 482 564 641 571 593 688 432 240 225 266 & 6! (aa-)
c
Risk weighted assets (RWA) 119 116 122 141 134 128 139 159 147 63 67 89 g & 2.0% -
(2]
Total equity 23 22 22 24 29 28 28 30 23 14 14 16 % =
Fitch core capital (FCC) 19 18 19 19 21 18 23 25 29 11 11 13 = S 1.0% -
Q.
E
Impaired loans/gross loans 2.3% 2.7% 3.4% 4.4% 2.3% 2.2% 2.1% 2.9% 3.4% 3.8% 4.4% 5.3% 0.0% -
Growth of gross loans 0.7% 4.3% 1.9% 0.6% 1.2% -2.2% 1.7% 1.2% 1.0% 0.8% 1.9% 0.5% Earn | nas an d Profitab | I It
Reserves for impaired loans/impaired loans 58.7% 61.2% 54.7% 56.0% 38.7% 41.5% 452%  48.3%, 60.1% 58.6% 56.1% 55.4% g y <+DM Europe Universal Commercial Median
Loan impairment charges/avg gross loans -0.1%  -0.0% 0.0% 0.2% 0.1% 0.1% 0.1% 0.2% 0.1% 0.3% 0.3% 0.5% 4.0%
3.5% Nordea ® SEB
< o
Operating profit/risk weighted assets 3.5% 2.9% 2.7% 2.0% 3.4% 2.8% 2.7% 2.0% 2.0% 1.7% 1.7% 1.5% E < 3.0% Danske @
— o
Net interest income/average earning assets 0.8% 1.0% 1.0% 1.0% 1.3% 1.3% 1.2% 1.2% 1.3% 1.5% 1.6% 1.6% = g 2.5% ABN AMRO
= 9 L4
Non-interest expense/gross revenues 50.2% 51.9% 53.2% 55.4%| 53.8% 56.4% 54.7% 55.7%| 66.0% 63.2% 63.1% 63.1% o 2.0% Lioyds + o
a
Loans & secs imp charges/pre-imp op. profit 37% -0.7% -0.3% 17.9%  55%  7.7%  7.7% 157% = 9.8% 14.3% 24.1%  25.4% oY 1.5% ING Bank
c L
Operating profit/average total assets 0.8% 0.7% 0.7% 0.5% 0.8% 0.7% 0.7% 0.6% 0.7% 0.7% 0.6% 0.5% = o 1.0%
Net income/average total equity 14.0% 13.4% 8.9% 2.7%| 125% 10.3% 11.9% 8.0% 9.1% 6.8% 7.5% 6.2% g’_i’; 0.5%
O
0.0%
FCC/FCC-adjusted risk weighted assets 16.5% 16.2% 15.4%  13.6% 17.7% 16.8% 16.3% 15.1% 15.9% 14.7% 13.9%  12.7% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 14.0%
) Net Income / Avg Total Equity (Avg FYE14-2Q17)
Basel leverage ratio 4.1% 4.6% 4.7% 4.1% 4.4% 4.6% 4.6% 4.1% 5.4% 5.6% 5.3% 4.9%
Tang|b|e common eqUIty/tanglbIe assets 4.0% 4.2% 4.3% 3.9% 4.6% 4.8% 4.3% 4.2% 5.3% 5.9% 6.1% 5.2% Cap ital an d Leverag e +DM Europe Universal Commercial Median
CET1 capital ratio 16.2% 16.3% 16.1% 15.1% 17.0% 16.7% 15.8% 15.1% 14.6% 14.4% 14.2% 13.8% 6.0%
o . 0
Internal capital generation 14.0% 7.6% 3.6% -1.1%| 11.2% 5.1% 3.6% 3.6% 8.5% 4.1% 3.2% 2.8% =
_ g 5 0% ° - ABNAMRO ggp
Imp loans less reserves for imp Loans/FCC 13.2% 13.8% 20.1% 27.1% 16.1% 13.8% 185% 19.7% 6.4% 13.7% 16.1% 23.0% - : G ‘ ° P
= ING Ban
= 4.0% o N:rdea
Loans/customer deposits 190.9% 201.5% 202.8% 212.8% 126.1% 131.9% 130.9% 130.3% 111.3% 108.1% 111.5% 115.5% L'CJ < 3.0u% Danske
. 0
Liquidity coverage ratio 163.0% 158.0% 125.0% 129.0% 151.0% 159.0% 128.0% 129.0% 138.0% 139.0% 128.0% 122.0% g 6;'
AN
Customer deposits/total funding excl derivs 342% 34.0% 343% 30.9% 59.1% 59.1% 59.9% 57.9%  61.9% 66.2% 67.2%  64.5% E= 20%
O
: : i ) 1.0%
Business Mix Lending Type -
(by profit or revenue) 2 0.0%
f_rs 6.0% 8.0% 10.0% 12.0% 14.0% 16.0% 18.0% 20.0% 22.0%
= Retail banking (11%) ‘~ * Resi mortgages (33%) Fitch Core Capital Ratio (2Q17)
) o . . . ..
= SME banking (37%) “ = Comm mortgages (12%) ' Fundi ng and qu uid Ity ~=DM Europe Universal Commercial Median
1 0,
= Corporate banking (13%) .\ = Asset finance (0%) ~ 250% -
) = Other secured (0%) 8 o Danske
= Investment banking (18%) S 200% 4 Nordea
= Personal unsecured (4%) 2 SEB
= Transaction banking (0%) [ 150% -
Comm unsecured (38%) /l. 08,' ABN AMRO Lloyds ING Bank
Asset management (10%) o 100% - — T—
= FIs & Sovs (13%) >
0, S 4
= Insurance (11%) « High yield (0%) i 50%
Outer: Danske Outer: Danske -
= Other (0%) Inner: Direct Peers Average Other unsecured (0%) Inner: Direct Peers Average 0% -
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The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer or a related third party. Any exceptions follow below.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS IN ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
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WEBSITE.

Copyright © 2017 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved. In issuing and maintaining its
ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology,
and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch’s factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and
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The information in this report is provided “as is” without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and
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