S&P Global
Ratings

RatingsDirect’

The Mortgage Society of Finland Covered Bond
Program Assigned 'AAA' Rating; Outlook Stable

Primary Credit Analyst:
Marta Escutia, Madrid (34) 91 788 7225; marta.escutia@spglobal.com

Secondary Contact:
Casper R Andersen, London (44) 20-7176-6757; casper.andersen@spglobal.com

OVERVI EW

» W have assigned ' AAA" ratings to the nortgage covered bond program and
first issuance of Finland-based The Mrtgage Society of Finland.

e Qur ratings reflect our review of the program under our covered bonds
criteria and the fact that avail able credit enhancenent exceeds the
required credit enhancenent for a 'AAA rating.

» The stable outl ook reflects that there is one unused notch of rating
uplift.

MADRI D (S&P d obal Ratings) May 10, 2016--S&P d obal Ratings today assigned
its '"AAA" credit ratings to the nortgage covered bond program and rel at ed
i ssuances of The Mortgage Society of Finland (Suonen Hypot eekki yhdi stys, or

Hypo) .

Qur covered bond ratings process foll ows the nmethodol ogy and assunptions
outlined in "Covered Bonds Criteria," published on Dec. 9, 2014 and "Covered
Bond Ratings Framework: Methodol ogy And Assunptions," published on June 30,
2015.

From our analysis of Hypo's covered bond program and the Finnish |egislative
covered bond franmework, we have concluded that the assets in the cover poo
are isolated fromthe risk of the issuer's insolvency. This asset isolation
allows us to potentially assign a higher rating to the covered bond program
than our long-termissuer credit rating (I CR) on Hypo.
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In accordance with our covered bonds criteria, we have determ ned the issuer's
reference rating level (RRL), and attributed notches of uplift fromthis |evel
t hrough our deternination of jurisdictional support and coll ateral -based
support. Based on the long-termI|ICR on Hypo and our assessnent of
jurisdictional support, we assess the RRL at 'a-' and the
jurisdiction-supported rating level (JRL) at 'aa-'. The program coul d benefit
fromup to four notches of collateral-based uplift.

As of April 22, 2016, the assets backing the program conprise Finnish

resi dential nortgages and | oans to housing conpanies totaling €368 mllion

The avail able credit enhancenment exceeds the target enhancenment needed for the
maxi mum col | at eral - based uplift, and we deduct no notches for liquidity issues
or lack of overcollateralization comitnment. The potential collateral-based
uplift is four notches and, given the JRL of '"aa-', only three notches are
required to reach the maxi mumrating. Therefore, there is one unused notch of
uplift and the program can reach a ' AAA" rating froma cash fl ow perspective

There are no rating constraints relating to counterparty, legal, country, or
adm ni strative and operational risks. W assess country risk based on our
criteria "Methodol ogy And Assunptions For Ratings Above The
Sovereign--Single-Jurisdiction Structured Finance," published on May 29, 2015.
In I'ight of our 'AA+ sovereign rating on Finland, and the country's
menbership in the eurozone, country risk would not constrain our 'AAA ratings
on the covered bonds.

The stable outl ook on the covered bonds reflects the fact that a one-notch
downgrade of the bank would not, on its own, automatically result in a
downgr ade of the covered bond program

RELATED CRI TERI A AND RESEARCH
Related Criteria

e Counterparty R sk Analysis In Covered Bonds, Dec. 21, 2015

* Covered Bond Ratings Framework: Methodol ogy And Assunptions, June 30,
2015

» Met hodol ogy And Assunptions For Ratings Above The
Sovereign--Single-Jurisdiction Structured Fi nance, May 29, 2015

» Met hodol ogy And Assunptions: Anal yzi ng European Comerci al Real Estate
Col l ateral In European Covered Bonds, March 31, 2015

 Met hodol ogy And Assunptions For Anal yzing Mrtgage Collateral In Finnish
And Norwegi an Covered Bonds, Dec. 10, 2014

 Covered Bonds Criteria, Dec. 9, 2014

» Europe Asset |solation And Speci al - Purpose Entity Criteria--Structured
Fi nance, Sept. 13, 2013

e Counterparty R sk Framewor k Met hodol ogy And Assunptions, June 25, 2013

* Methodol ogy: Credit Stability Criteria, May 3, 2010

e Understanding Standard & Poor's Ratings Definitions, June 3, 2009
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Rel at ed Research

e The Mortgage Society of Finland Covered Bond Program Assigned Prelimnary
"AAA" Rating; Qutlook Stable, March 31, 2016

e Banking Industry Country Ri sk Assessnment: Finland, Jan. 25, 2016

e d obal Covered Bond Characteristics And Rating Sunmary 4 2015, Dec. 29,
2015

e Assessnents For Jurisdictional Support According To Qur Covered Bonds
Criteria, Dec. 22, 2015

* Assessnents For Target Asset Spreads According To Qur Covered Bonds
Criteria, Dec. 22, 2015

 The Mortgage Society of Finland, Sept. 17, 2015
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