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Research Update:

Poland-Based BRE Bank S.A. Assigned 'BBB+/A-2!
Ratings; Outlook Negative

Overview

e W are assigning our 'BBB+/ A-2' counterparty credit ratings to
Pol and- based BRE Bank S. A

e Qur ratings on BRE Bank reflect our 'bbb-' anchor, which we apply to
commer ci al banks operating in Poland, and our view of BRE Bank's adequate
busi ness position, adequate capital and earnings, adequate risk position
average fundi ng, and adequate liquidity, as our criteria define these
terns.

e The rating benefits fromtwo notches of uplift fromthe bank's
stand-al one credit profile. This is for potential extraordinary support
from Commer zbank AG as we consider BRE Bank to be a "strategically
i mportant” subsidiary for its parent bank

» The negative outlook mrrors that on Comerzbank. If we were to downgrade
the parent we would likely al so downgrade BRE Bank

Rating Action

On June 6, 2013, Standard & Poor's Ratings Services assigned its ' BBB+ A-2'
counterparty credit ratings to Pol and-based BRE Bank S.A. The outl ook is
negati ve.

Rationale

The rating on BRE Bank reflects our 'bbb-' anchor, which we apply to
conmer ci al banks operating in Poland and our view of the bank's "adequate"
busi ness position, "adequate" capital and earnings, "adequate" risk position
"average" funding, and "adequate" liquidity, as our criteria define these
ternms. The stand-alone credit profile (SACP) is 'bbb-'. The rating al so
benefits fromtw notches of uplift above the bank's SACP for potenti al
support from Commerzbank AG as we consider BRE Bank to be a "strategically
i mportant” subsidiary of its parent bank

We use our Banking Industry Country Risk Assessnent (BICRA) econom ¢ and

i ndustry risk scores to determ ne a bank's anchor, the starting point in
assigning an issuer credit rating. Qur anchor for a conmercial bank operating
in Poland is 'bbb-".

As the third-1argest bank in Poland by total assets, BRE bank has a good | oca
franchise and narket position, in our view. Its size and overall depth of
franchi se, however, are smaller relative to the two top players, which | eads
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us to our assessnent of the bank's "adequate" business position. BRE Bank has
a traditional business nodel, with nost of its revenues coming fromretail and
commerci al banking. It had a 6.4% market share in |loans and 6.1%in deposits
as of March 31, 2013. Ceographic diversification is linited, a common feature
of Polish banks. Its presence in the Czech Republic and Sl ovakia represented a
negligible 2% of its | oan book as of end-2012.

Despite the tougher operating environment in Poland in 2013, we expect that
BRE Bank's capitalization, as measured by our projected risk-adjusted capita
rati o before adjustments will remain in the 9.5% 10. 0% range over the next
18-24 nonths. In our forecasts, we assune the bank will be able to naintain
its capitalization, despite lower net interest and fee income and hi gher |oan
| oss provisions than in 2012 pressuring profitability--especially in 2013. W
t heref ore consider the bank's capital and earnings to be "adequate"

Qur assessnment of BRE Bank's "adequate" risk position bal ances our view of the
bank's better-than-average asset quality netrics against its

hi gher -t han-syst em average share of foreign currency loans in its |oan
portfolio, which may make it nmore vulnerable to risk fromPolish zloty

deval uati ons.

The bank's ratio of gross nonperfornm ng assets (NPAs) increased to 5.4% at
end-2012, from4.7%a year earlier, but remamins well below the industry
average of 9.0% The NPA ratio stabilized in the first quarter of 2013 and we
expect only a marginal deterioration throughout 2013.

The bank's credit | osses have reduced significantly in recent years. Cost of
credit risk inproved to 76 basis points (bps) in 2012, froma peak of 216 bps
in 2009, and is now bel ow t he banki ng system average of 100 bps. W expect the
bank's | oan-1o0ss provisions to increase to 80 bps-85 bps in 2013, given the
econoni ¢ sl owdown, but to remain around the system average and to recover
gradual Iy from 2014. Neverthel ess, BRE Bank's share of

forei gn-currency-denom nated nortgages is a high 87% (system average: 55% as
of end-2012, with Swi ss-franc-denom nated | oans at 35% of the total |oan book
(system average: 10%. W view this part of the portfolio as vulnerable to the
deval uation of the zloty. However, we believe this risk is currently limted
due to the very lowinterest rate environnent; Poland's sound public finances,
which we believe will likely keep preventing the zloty from depreciating

agai nst the Swiss franc; and the overall strict underwiting criteria of
foreign currency retail |oans.

BRE Bank's funding and liquidity profiles benefit fromits large retai

customer deposit base and liquid securities portfolio. W therefore assess the
bank's funding as "average" and liquidity as "adequate", as our criteria
define these terms. We acknow edge the bank has successfully and gradual |y
rebal ancing its funding position over the past 12-18 nonths by increasing its
retail deposit base. The share of custoner deposits as a percentage of the
fundi ng base increased to 63% at March 31, 2013, from 55% at year-end 2010. W
al so consider that BRE Bank's liquidity benefits froma portfolio of liquid
securities, which nmainly conprise donmestic governnment bonds and treasury
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bills, and fully cover debt securities naturing within one year.

We consider BRE Bank to be a "strategically inportant” subsidiary of

Conmer zbank AG. As such, BRE Bank's ratings benefit fromtwo notches of uplift
above the bank's SACP for potential support fromthe parent. In our view,
Conmrer zbank woul d provi de extraordi nary support to its 69. 7% owned Polish
subsidiary, in case of need. This reflects our opinion that the bank has a
central role in Conmmerzbank's growth strategy in Central and Eastern Europe,
and has close financial and operational integration with its parent.

Outlook

The negative outlook mrrors that on Commerzbank. As such, if we were to
downgr ade the parent we would |ikely al so downgrade BRE Bank.

Additionally, if we perceive a weakening in BRE Bank's strategic inportance to
its parent and a consequent weakening in the |ikelihood of extraordinary
support from Commer zbank, we coul d consi der downgradi ng BRE Bank.

A deterioration in the bank's SACP to 'bb+ would not necessarily result in a
| owering of the ratings, however, due to the three notches of uplift that we
could incorporate to reflect group support.

We could revise the outlook to stable if we take a simlar action on the
par ent bank.

Related Criteria And Research

* Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

e CGeneral Criteria: Goup Rating Mthodol ogy, May 7, 2013

e Banking Industry Country Ri sk Assessnent Methodol ogy And Assunpti ons,
Nov. 9, 2011

e Banking Industry Country Ri sk Assessnment: Poland, Cct. 17, 2012

 Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

Ratings List
New Rati ng

BRE Bank S. A

Counterparty Credit Rating BBB+/ Negati ve/ A- 2
Med- Ter m Not e Progrant

Seni or Unsecured Long-Term BBB+

Seni or Unsecured Short-Term A-2

*Q@uar ant eed by BRE Bank S. A
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Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.com Al 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 located 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 Moscow 7 (495) 783-4009.
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