Rating Action: Moody's upgrades SBAB's long-term deposit, senior and issuer
ratings; outlook stable
Global Credit Research - 21 Aug 2017
London, 21 August 2017 -- Moody's Investors Service, ("Moody's") has today upgraded SBAB Bank AB
(publ)'s (SBAB) long-term deposit rating to A1 from A2, its senior unsecured rating to A1 from A2 and its longterm senior unsecured MTN to (P)A1 from (P)A2. Moody's also upgraded bank's long-term counterparty risk
assessment (CR Assessment) to Aa3(cr) from A1(cr). The rating upgrades reflects improvements in primarily
profitability and the diversification of funding sources with increasing retail deposits, which is translated into an
upgrade in the bank's baseline credit assessment (BCA) and adjusted BCA to baa1 from baa2.
The outlook on SBAB's ratings is stable, driven by Moody's expectation of a steady financial performance of
the bank supported by a stable operating environment.
A full list of affected ratings can be found at the end of this press release.
RATINGS RATIONALE
RATIONALE FOR THE UPGRADE OF THE BCA AND ADJUSTED BCA
The upgrade of SBAB's BCA to baa1 from baa2 primarily reflects the bank's improved and sustained
profitability and a significant increase in retail deposits as a source of funding in recent years, which we expect
the bank to be able to maintain. SBAB's profitability is underpinned by resilience in net interest margins (NIM)
despite the prolonged low interest rate environment and good cost control. SBAB recorded net income over
tangible assets of 0.38% at H1 2017 up from 0,37% at end-2016 and 0.31% at end-2015. Although SBAB is
highly dependent on market funding, the bank is gradually reducing its gross loans/deposits ratio, standing at
307% at end-June 2017, down from 387% at end-2015 an 431% at end-2014.
SBAB's standalone BCA of baa1 also reflects the strong credit quality track record of the bank, as well as
robust capital buffers despite modest -- albeit improving -- profitability. SBAB's loan book is predominantly
focused on retail mortgages, in the strong and stable Swedish economic environment. Problem loans over
gross loans ratio has been stable over the years, standing at 0.10% at end-June 2017. Nevertheless, Moody's
assessment also takes into account the relatively high level of household indebtedness (179% at end-2016) in
Sweden, in the context of a prolonged period of rapid loan growth, which has raised the risks of a price
correction and related credit quality deterioration.
SBAB's robust capitalization is reflected in its tangible common equity over tangible assets of 31.92% at endJune 2017, which is high compared to Swedish peers. However, like other Swedish banks, the nominal
leverage of the bank is high, with tangible common equity over total assets at 3.2% at the same time due to the
low risk weights of mortgages.
RATIONALE FOR THE UPGRADE OF DEPOSITS, SENIOR UNSECURED AND ISSUER DEBT RATINGS
The bank's long-term deposit and senior unsecured debt ratings are positioned at A1 and short term deposit
ratings are positioned at Prime-1, taking into account the bank's baa1 BCA and Moody's view of a very low
probability of losses for these debt classes in case of bail-in, which results in two notches of rating uplift under
the rating agency's advanced loss given failure (LGF) approach. The LGF analysis assesses the potential
cushion to creditors provided by the banking group's own volume of deposits and debt, and the volume of
securities subordinated to them in the creditor hierarchy.
Additionally, a moderate level of government support from Sweden (LT issuer rating Aaa, stable) is
incorporated in SBAB's unsecured and deposit ratings, providing one further notch of rating uplift. Moody's
support assumptions are derived from the fact that SBAB is fully owned by the Swedish government and has a
meaningful market share in the Swedish residential mortgage market (7.5% at end-June 2017).
RATIONALE FOR THE CR ASSESSMENT

As part of today's action, Moody's also upgraded SBAB's long-term CR Assessment at Aa3(cr) from A1(cr),
four notches above the BCA of baa1, and affirmed the short-term CR Assessment at P-1(cr). The CR
Assessment is driven by the banks' standalone assessment and on the substantial cushion against default
provided to the senior obligations represented by subordinated instruments, accounting for three notches of
uplift relative to the BCA, as well as one notch of government support, in line with the agency's support
assumptions on the bank's deposits and senior unsecured debt.
STABLE OUTLOOK ON ALL LONG-TERM RATINGS
The stable outlook on SBAB's long-term ratings reflects Moody's expectation of steady financial performance
of the bank supported by a stable operating environment over the next 12-18 months.
WHAT COULD CHANGE THE RATINGS UP/DOWN
Upward rating pressure could develop from significant improvements in the bank's financial performance,
including: (1) an improvement in the nominal capital leverage ratio; and (2) an improvement in profitability,
without a material increase in the bank's risk profile; and/or (3) a significant improvement in Moody's
assessment of the bank's funding profile.
Conversely, downward rating pressure could arise on SBAB's senior unsecured ratings if its cushion of bail-in
eligible liabilities shrinks considerably. Moody's would also consider downgrading SBAB Bank's long-term and
subordinated ratings if (1) the bank's profitability significantly deteriorates, and/ or (2) the bank's risk profile
increases due to increased exposure to more volatile sectors (e.g. unsecured lending).
LIST OF AFFECTED RATINGS
Issuer: SBAB Bank AB (publ)
Upgrades:
....LT Issuer Rating, Upgraded to A1 from A2, Outlook Changed To Stable From Positive
....LT Bank Deposits, Upgraded to A1 from A2, Outlook Changed To Stable From Positive
....Senior Unsecured Regular Bond/Debenture, Upgraded to A1 from A2, Outlook Changed To Stable From
Positive
....Subordinate, Upgraded to Baa2 from Baa3
....Senior Unsecured MTN Program, Upgraded to (P)A1 from (P)A2
....Subordinate MTN Program, Upgraded to (P)Baa2 from (P)Baa3
....Pref. Stock Non-cumulative, Upgraded to Ba1 (hyb) from Ba2 (hyb)
....Adjusted Baseline Credit Assessment, Upgraded to baa1 from baa2
....Baseline Credit Assessment, Upgraded to baa1 from baa2
....LT Counterparty Risk Assessment, Upgraded to Aa3(cr) from A1(cr)
Affirmations:
....ST Bank Deposits, Affirmed P-1
....Commercial Paper, Affirmed P-1
....Other Short Term, Affirmed (P)P-1
....ST Counterparty Risk Assessment, Affirmed P-1(cr)
Outlook Actions:
....Outlook, Changed To Stable From Positive

PRINCIPAL METHODOLOGY
The principal methodology used in these ratings was Banks published in January 2016. Please see the Rating
Methodologies page on www.moodys.com for a copy of this methodology.
REGULATORY DISCLOSURES
For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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