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e The proposed criteria provide greater insight into how we rate banks and
enhance the conparability of Standard & Poor's ratings.

e They build on our existing analytical framework and incorporate what we
have | earned during the recent financial crisis.

» W propose to place greater enphasis on economc risk and industry ri sk,
and on capital retention.

« W propose to update our nethodol ogy for incorporating governnent support
into the ratings on banks.

LONDON ( St andard & Poor's) Jan. 6, 2011--Standard & Poor's Ratings Services is
requesting conments on its proposal published today to revise its criteria for
rati ng banks, which we believe would have a nobdest inpact on their current
ratings.

The proposed criteria would represent a significant change. They aimto
enhance the transparency and replicability of our financial institution
ratings, as well as their conparability with our ratings in other sectors. The
proposal we published today, "Request For Conment: Banks: Rating Mt hodol ogy,"
applies to issuer credit ratings (ICRs) on retail, comercial, and corporate
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and investment banks. (For a copy of the report or to participate in one of
our tel econferences, see the details below.)

PROPCSAL

In the aftermath of the global financial crisis starting in 2007, we are
revising our criteria for rating banks. Banking crises have been a feature of
the financial |andscape throughout history, and we believe that banking crises
wi | | happen again. W expect the pattern of banking sector boom and bust and
governnent support to repeat itself in some fashion, regardless of

governments' recent and energing policy responses.

New | aws put in place follow ng previous crises, such as deposit insurance,
have not prevented subsequent downturns. By enbedding this know edge into our
rati ngs, we want to ensure that the [essons of the recent economi c downturn
are not forgotten as national econom es recover and the next period of
favorabl e conditions gives rise to growth and attractive headl i ne banki ng
profits.

The proposed criteria inprove transparency about our ratings by articul ating
in much greater detail how we develop the ICR for a bank. W start with our
anal ysis of a bank's stand-alone credit profile (SACP) and then consider the
potential for additional direct support fromits parent group or government.
By showi ng how we incorporate the influence of governnents into our credit
anal ysis of banks, the proposed criteria are also nore conprehensive.

The proposed criteria reflect the greater enphasis placed on econom c risk and
i ndustry risk under our banking industry country risk assessnment (Bl CRA)
net hodol ogy, in setting the "anchor" for a financial institution's SACP

To determ ne the SACP under the proposed criteria, we consider bank-specific
factors: business position, capital and earnings, risk position, and
liquidity. W then exam ne a bank's support, including any potential support
fromthe government and its corporate group, that mght lead us to raise the
rati ng above the SACP

Further changes in our proposed criteria include:
e Arepositioning of our earnings analysis to focus on capital retention
t hrough retai ned earnings and the capacity of earnings to cover
antici pated | osses and protect capital
A separation of our analysis of funding and liquidity, and the inclusion
of our funding analysis in our assessment of business position
 Less enphasis in our rating assessnments on unproven diversification
benefits and greater enphasis on risks resulting fromthe added
conpl exity of off-bal ance-sheet derivatives and structured finance.
 The introduction of specific standards about the inpact of our
ri sk-adjusted capital (RAC) ratio on the SACP.

In addition, we are reopening the coments period on our proposed Bl CRA

criteria because of their greater inportance in the proposed criteria for
rati ng banks. (See "Request for Comment: Methodol ogy For Determni ning Banking
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I ndustry Country Ri sk Assessments," published May 13, 2010.) The BI CRA scores
express our opini ons about economic risk and industry risk as a whol e nunber
on a scale of 1 to 10, fromvery low to extrenely high. The assessnents are a
relative ranking of credit strengths and weaknesses anong nati onal banking
syst ens.

We have separately published today our initial view of the inpact of the
proposed BICRA criteria on the scores for 23 countries where approxi mately 80%
of the banks that we rate are domiciled. (See "Prelimnary Banking |Industry
Country Ri sk Assessnments In 23 Countries.")

RATI NGS | MPACT

We have tested the proposed criteria on 138 banks we rate and our results

i ndicate that the ratings inmpact would |ikely be nodest. But it is inportant
to note that the findings are subject to change based on the final criteria we
adopt and the subsequent application of those criteria by our rating
conmittees.

The sanpl e conprised 47 banks from Western Europe; 38 from Asi a-Pacific; 23
fromNorth Arerica; 17 fromLatin Anerica; and 13 from Eastern Europe, the
M ddl e East, and Africa. The sanple also included 35 of the world's I argest
banks by assets.

The results suggest that 85%of the long-termissuer credit ratings (ICRs) on
the banks in the sanple would remain the sane or nove one notch up or down. O
the remaining 15% of the I1CRs, we found that about half noved up by nore than
one notch--especially on smaller institutions or niche players--and about half
noved down by nore than one notch.

However, there was a greater effect on our SACPs, as we expected and set out
in "Advance Notice O Proposed Criteria Change: Banks, Finance Conpani es, And
Institutional Brokers," published March 11, 2010. Indeed, over 40% of the
SACPs in the test declined by one notch or nore. It should be noted that
changes to SACPs woul d have a nore direct effect on our ratings on hybrid
instrunments than on ICRs. (See "Request for Comment: Bank Hybrid Capita
Criteria: Methodol ogy And Assunptions,"” Dec. 6, 2010.)

For roughly half of the |argest banks, the results show that the proposed
criteria would result in downgrades--usually of just one notch for the
| ong-termratings.

Whenever we lower a long-termrating on a bank or its holding conpany to 'A-'
or lower, we |ower the short-termrating below'A-1" (see "Methodol ogy For
Mappi ng Short- And Long-Term Issuer Credit Ratings For Banks," published May
4, 2010). The results show that the proposed criteria would result in

downgr ades for | ess than 20% of the banks and bank hol di ng conpani es in our
sanple we currently rate 'A-1' or higher

RESPONSE DEADLI NE
We encourage nmarket participants to submt witten comrents only on the

www.standardandpoors.com/ratingsdirect 3



S&P Requests Comments On Proposed Revision Of Criteria For Rating Banks

proposed criteria, including the Bl CRA request for comment, by March 7, 2011.
Pl ease send your comments to CriteriaConment s@t andar dandPoors.com Once the
comment period is over, we will review the comments and publish the criteria.

RELATED CRI TERI A AND RESEARCH

 Request For Comment: Banks: Rating Methodol ogy, Jan. 6, 2011

 Prelimnary Banking Industry Country Ri sk Assessments In 23 Countri es,
Jan. 6, 2011

e Industry Ri sk For Investnent Banking |Is Generally Hi gher Than For O her
Fi nancial Institutions, Jan. 6, 2011

» Request for Comment: Bank Hybrid Capital Criteria: Methodol ogy And
Assunptions, Dec. 6, 2010
Request for Conment: Methodol ogy For Deternining Banking Industry Country
Ri sk Assessnents, May 13, 2010

 Advance Notice OF Proposed Criteria Change: Banks, Finance Conpani es, And
Institutional Brokers, March 11, 2010

» Met hodol ogy For Mapping Short- And Long-Term Issuer Credit Ratings For
Banks, May 4, 2010

TELECONFERENCES
Standard & Poor's will be hosting two tel econferences to provide an overview
of the proposed criteria to market participants.

For North America, Latin Anerica, and Europe, the teleconference will take
pl ace on Jan. 11, 2011, at 10 a.m (EST). Live dial-in nunbers include
1-888-617-1526 (U.S./Canada), 0800-279-9630 (U.K.), and 001-866-839-3438
(Mexico); the Conference ID# is 2129753 and the Passcode i s SANDP. For
additional call-in nunmbers and other details, please visit

http://event. st andar dandpoors. com content/Fl Tcon_Jan112011.

For the Asia-Pacific markets, a teleconference will be hosted on Jan. 12,
2011, and will take place at 1 p.m Hong Kong tine. To register and obtain
additional information, visit

http://event. st andar dandpoors. com content/Fl _Criteria_Tel econf.

DETAI LS
To access the report we published today, "Banks: Rating Methodol ogy," please
vi sit www. st andar dandpoor s. cont Al 4FI .

The report is available to RatingsDirect subscribers on the dobal Credit
Portal at www. gl obal creditportal.comand RatingsDirect subscribers at

www. ratingsdirect.com If you are not a RatingsDirect subscriber, you nmay
purchase a copy of the report by calling (1) 212-438-7280 or sending an e-nmail
to research_request @t andardandpoors. com Ratings information can also be
found on Standard & Poor's public Wb site by using the Ratings search box
located in the left colum at ww. standardandpoors.com Alternatively, call
one of the follow ng Standard & Poor's nunbers: dient Support Europe (44)
20-7176-7176; London Press Ofice (44) 20-7176-3605; Paris (33) 1-4420-6708;
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Frankfurt (49) 69-33-999-225; Stockholm (46) 8-440-5914; or Moscow (7)
495- 783- 4011.
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