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« W believe Finland's econony is gradually recovering after three years of
negative to weak econom c growt h, safeguarding its strong economc
resilience.

 The positive nmonmentumin the econony and inproving | abor market
conditions are supportive of consuner confidence, which has been
reflected in a nore active housing narket in 2016.

* W therefore consider that the risk of a price correction in the housing
market is becoming renote and believe the Finnish banking sector wll
face stable economc and industry risk trends over the next two years.

e Consequently, we are taking various positive rating actions on five
Fi nni sh banks and one of their core subsidiaries and affirning our
"BBB/ A-2' ratings on Bonum Bank PLC with stable outl ook

FRANKFURT (S&P d obal Ratings) Nov. 17, 2016--S&P G obal Ratings today took

various positive rating actions on Finnish banks:

* W revised to stable fromnegative the outl ook on Aktia Bank PLC, The
Mort gage Society of Finland, OP Corporate Bank PLC, and OP Corporate
Bank's core entity OP Insurance Ltd, and affirmed our |ong- and
short-termcounterparty credit ratings on the banks (see "Ratings List"
for details).

* W revised the outlook to positive fromstable on Central Bank of Savings
Banks Finland PLC and affirmed our 'BBB+/ A-2' long- and short-term
counterparty credit ratings on the bank

e W raised the short-termcounterparty credit rating on Bank of Aland to
"A-2'" from'A-3 and affirned the long-termrating at 'BBB . W revised
the outl ook on the long-termrating to stable from negati ve.
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« W affirnmed the "BBB/A-2' |ong- and short-termcounterparty credit
rati ngs on Bonum Bank PLC. The outl ook remnains stable.

The rating actions follow our review of the Finnish banking sector and reflect
i mproved economic conditions for the country's banks. W have revised our
assessment of the economc risk trend in the Finnish banking industry to
stabl e from negati ve.

W believe that the Finnish econony has achi eved a turnaround after severa
years of subdued econom c growth. The sound donestic demand driven by private
consunption and construction activity |led the econony to rebound in 2015, with
GDP growth of 0.2% The decline in key industries seenms to have bottoned out
and there are signs of new investnent activity. W expect the econony will
gradual Iy recover, with forecast average GDP growh of 1.1%in 2016-2018

mai nly based on continued grow h of donestic demand. Therefore, we believe
that the Finnish econony, with estimted GDP per capita of $42,700 in 2016,
will denmonstrate very lowrisk in terns of economc resilience. At the sane
tinme, we believe Finland' s econony continues to be wei ghed down by a

confl uence of factors, including the structural decline of the paper and pulp
i ndustry and the informati on and comuni cations technol ogy sector, coupled
with weak exports to Russia due to sanctions and its prevailing economc
recession. Wiile Finland s economy seens to have turned the corner, a |ack of
structural reformefforts or an external shock could present downside risks
for the Finnish econony.

The Fi nni sh governnent renmains conmmitted to further reforns to address the
prevailing structural issues in the econony. We believe that the recently
concl uded conpetitiveness pact between the governnent and socia
partners--which ains to i nprove the conpetitiveness of the Finnish econony by
lowering unit |abor costs--denponstrates that there is high acceptance even for
di fficult decisions between the social partners. W believe the
conpetitiveness pact will start bearing fruit in terns of increasing net
exports from 2018. Consensus-based deci si on-maki ng has al so resulted in other

i nportant reforns over the past two years, addressing, for exanple, social and
heal th care services, pensions, and wage-setting, and we anticipate further
reforns in the | abor market will address the | ow enploynent rate in conparison
wi th Nordi c nei ghbors.

We bel i eve Finnish househol ds have postponed their investnent decisions in the
econoni ¢ downturn, and we have observed a slightly declining trend in

nati onwi de house prices over the past few years. However, the housing market
now seens to be picking up again. As of Septenber 2016, the prices of

dwel lings in nati onwi de housi ng conpani es increased by 1.4% conpared with the
sanme period | ast year, and the nunber of transactions is increasing on an
annual basis. House prices continue to develop on two tracks, w th Hel sinki
the capital region, show ng annual price increases of 2.8%and the rest of the
country 0.2%relative to 2015. The positive nmonentumin the econony and better
enpl oyment prospects appear to be creating demand for flats, with the nunber
of transactions and sizes of flats on an upward trend. W therefore believe
that the risk of a price correction in asset prices is abating in Finland.
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Still, we forecast private sector credit will grow only noderately over the
next two years. Loan growth will be driven by househol d demand for | oans,
especially via nortgage | oans and | oans to housi ng corporations. Corporate

| oan demand is likely to rise in tandemw th the econom c recovery as
conpani es resune their investnent activity. For the tine being, corporate |oan
demand seens to be primarily for working capital purposes.

The banks have, in our view, naintained noderately conservative |ending
standards, and we haven't observed any neani ngful change in asset quality.
This is despite the econom ¢ downturn and recent anortization holidays on

nort gage | oans offered by a number of banks. We forecast the cost of risk wll
remain at the current low |l evels at about 10-15 basis points of the total |oan
book in 2016-2017. The new recomendati ons by Fi nnish supervisory authority on
| oan-to-value (LTV) ratios (a nmaxi num 90% LTV ratio and 95% LTV ratio for
first-time buyers) and the planned risk-weight floors on nortgage |oans for
banks applying an internal rating-based approach are intended to decelerate
househol ds' i ndebt edness. Househol d debt has increased to about 125% of their
di sposabl e i ncone as of mid-2016, but, positively, households are increasing
wealth in terns of net financial assets.

AKTI A BANK PLC

The stable outl ook on Aktia Bank reflects our view that the bank will rmaintain
its market position as a well-established |ocal retail franchise in Finland.
The outl ook al so reflects our expectation that the bank's capitalization wll
be supported by sound earnings capacity over the next 24 nonths. The inproving
econoni c conditions in Finland further underpin this view

We could take a negative rating action if we saw Aktia Bank's busi ness
positi on weaken, such that the bank's profitability and market shares decli ne.
The term nati on of cooperation with i ndependent |ocal savings banks and
co-operative banks has tenporarily hurt Aktia's risk-adjusted capital (RAC
ratio. If we saw the bank's lending growh were to lead to a | ower projected
RAC ratio we could al so take a negative rating action

We consider a positive rating action unlikely at this tine.

BANK OF ALAND PLC

We raised the short-termrating on Bank of Aland to ' A-2' because the bank's
funding and liquidity netrics have inproved and we anticipate they will renain
supportive of an 'A-2' short-termrating. This is furthernore underpinned by
our stable outlook on Bank of Al and.

The stable outl ook on Aland reflects our view that the bank will rmaintain
strong capital and earnings and uphold a sound approach to risk over the next
two years. It also reflects our expectation that the nmajority of the bank's
credit exposures will continue to be in Finland.
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We could take a negative rating action if Bank of Aland's exposure to Sweden

i ncreases markedly fromits current levels, and, at the sanme time, we consider
that the econonic environment for banks operating in Sweden has deteriorated.
We currently see risks associated with econom c inbal ances in Sweden that
coul d disrupt econom c devel opnents and increase credit risks in the country.
This could have a negative inpact on banks active in Sweden, including Bank of
Al and, as we could | ower the bank's wei ghted anchor

We coul d revise the outlook to positive if Bank of Al and increases its capita
rati os such that we considered our RAC ratio would remai n sustai nably above
the 15% level, while at the sanme tine we believed that the operating

envi ronnent in Sweden had i nproved, corresponding to a stabilization of
economi c i mbal ances.

BONUM BANK PLC

The stable outl ook on Bonum Bank PLC reflects our view that the w der POP Bank
Group will continue its ongoing integration, but that it nmay not reach the
efficiency and profitability of its peers over the next two years. Bonum Bank
is the group's central credit institution. The group has a short operating

hi story under the current anal gamation structure, and we expect it will
realize synergies mainly by increasing the integration of shared support
functions. The stable outl ook also reflects our expectations that the bank
group will maintain a RAC rati o sustai nably above 15%

We could lower the ratings if the group's cohesiveness does not strengthen as
we anticipate and if lagging efficiency |eads to a weakening of its conbi ned
capital and risk position.

We coul d consider a positive rating action if we observed clear inprovenents
in the group's revenue generation, cost structure, and profitability, |eading
to an earnings buffer nore in line with peers.

CENTRAL BANK OF SAVI NGS BANKS FI NLAND PLC

The positive outl ook on Central Bank of Savings Banks Finland PLC reflects our
view that the w der Saving Bank Group's strategic devel opnment as an

amal gamati on of deposit banks and the inproving econom ¢ environnent in
Finland will support the group's business generation and operati onal
efficiency over the next two years. Central Bank of Savi ngs Banks Finland PLC
is the group’'s central credit institution. W believe that the group's efforts
in ternms of common franchise, strategy, and risk nanagenent as well as its
nore diversified funding profile will inprove its growh prospects and narket
position. This could lead us to revise our assessnent of its business position
to noderate over the next two years.

We could revise the outlook to stable if we saw that the integration within
t he group was bei ng hanpered, such that the group's future growh prospects
becane restricted.
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OP CORPORATE BANK PLC

The stable outl ook on OP Corporate Bank reflects our view that the group
credit profile of the wider OP Financial Goup is not likely to change over
the next two years and that the support wi thin the group--underpinned by the

joint and several liability between nembers of anml gamation--renains
unchanged. Owing to OP Financial Goup's position as |eading bancassurance
group, we expect it will benefit fromthe inproving operating environnent,

which will translate into stable earnings and further capital build-up
A positive or negative rating action is renpte at this stage.

The stable outlook on OP Insurance Ltd reflects that on its parent OP
Cor por at e Bank.

THE MORTGAGE SOCI ETY OF FI NLAND ( HYPO)

The outl ook on The Mrtgage Society of Finland is now stable. W believe that
t he inproving economn c environnent and the sound growth in construction
activity in Hypo's operating regions are aiding Hypo in reaching its targeted
| oan growth over the next two years. We expect the bank will remain comitted
to high asset quality in loan origination and to an el evated capitalization
underpi nned by its status as a nutual comnpany.

We could lower the ratings if Hypo unexpectedly changed its current
conservative |l ending policies, |eading to weakening of its asset quality and
ensuing credit | osses. W could also take a negative rating action if Hypo
increased its business growh nore aggressively than we assune and failed to
maintain its very strong capital and earnings in line with our expectations.

A positive rating action is in our viewrenote at this stage. It could be
triggered by an inproved funding profile denbnstrated by nore diversified
funding m x and structural change in Hypo's deposit base |eading to funding
nmetrics more in line with the donmestic peers.

RELATED CRI TERI A AND RESEARCH

Rel ated Criteria

» Met hodol ogy For Mapping Short- And Long-Term Issuer Credit Ratings For
Banks - May 04, 2010

e Commercial Paper |: Banks - March 23, 2004

e Group Rating Methodol ogy - Novenber 19, 2013

 Bank Rating Methodol ogy And Assunptions: Additional Loss-Absorbing
Capacity - April 27, 2015

e« Bank Hybrid Capital And Nondeferrabl e Subordi nated Debt Met hodol ogy And
Assunptions - January 29, 2015

e Revised Market Ri sk Charges For Banks In Qur Risk-Adjusted Capita
Framework - June 22, 2012
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e Banks: Rating Methodol ogy And Assunptions -
e Banking Industry Country Ri sk Assessnment Methodol ogy And Assunptions -

Novenber 09, 2011

 Bank Capital Methodol ogy And Assunptions -
e Use O CreditWatch And Qutl ooks - Septenber
e Quantitative Metrics For Rating Banks d obally: Methodol ogy And

Assunptions, July 17, 2013

e National And Regional Scal e Mappi ng Tabl es,

 National And Regional Scale Credit Ratings -

Rel at ed Research

» Banking I ndustry Country Ri sk Assessnment Update:

2016

* Finland Qutl ook Revised To Stable On Gradua
Affirmed At ' AA+H A- 1+, Sept.
« The Mortgage Society of Finland, Sept.

16, 2016

* OP Corporate Bank PLC, Aug. 17, 2016

e Bank of Aland, Aug. 17, 2016

e Bonum Bank PLC, June 20, 2016
e Central Bank of Savings Banks,
« Aktia Bank PLC, March 29, 2016

Bl CRA SCORE SNAPSHOT*
Fi nl and
Bl CRA G oup

Econom ¢ ri sk
Econom c resilience
Econom ¢ i nbal ances
Credit risk in the econony
Tr end

I ndustry risk
Institutional framework
Conpetitive dynam cs
Syst emwi de fundi ng

Trend

*Banki ng I ndustry Country Ri sk Assessnent
risk scores are on a scale from1 (Il owest

May 23, 2016

To

2

Very | ow
Low

Low

St abl e

3

I nt er mredi at e
Low

I nt ermredi at e
St abl e

19, 2016

09, 2011

06, 2010

June 1, 2016
Sept enber 22, 2014

Novenber 2016, Nov. 4,

Econom ¢ Recovery; Ratings

From

2

Low

Low

Low
Negati ve

3

I nt er mredi at e
Low

I nt ermredi at e
St abl e

(BICRA) econonic risk and industry
risk) to 10 (highest risk). For nore

details on our BICRA scores on banking industries across the gl obe, please see

"Banki ng Industry Country Ri sk Assessment

Rati ngsDi rect .
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RATI NGS LI ST

Qutl ook Action; Ratings Affirmed

To From
Aktia Bank PLC
Counterparty Credit Rating A-/ Stabl el A-2 A-/ Negativel A-2
The Mortgage Society of Finland
Counterparty Credit Rating BBB/ St abl e/ A- 3 BBB/ Negat i ve/ A- 3
OP Corporate Bank PLC
Counterparty Credit Rating AA-/ St abl e/ A- 1+ AA-/ Negative/ A- 1+
OP Insurance Ltd
Counterparty Credit Rating
Local Currency A+/ St abl e/ - - A+/ Negati ve/ - -
Fi nancial Strength Rating
Local Currency A+/ St abl e/ - - A+/ Negati ve/ - -

Central Bank of Savings Banks Finland Plc
Counterparty Credit Rating BBB+/ Posi tive/ A-2 BBB+/ Stabl e/ A-2

Upgr aded; Qutl ook Action; Rating Affirmed

To From
Bank of Al and PLC
Counterparty Credit Rating BBB/ St abl e/ A- 2 BBB/ Negati ve/ A- 3
Rati ngs Affirned
Bonum Bank PLC
Counterparty Credit Rating BBB/ St abl e/ A- 2

NB: This list does not include all the ratings affected.

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitaliqg.com All

ratings affected by this rating action can be found on the S& d obal Ratings'
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public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum. Alternatively, call one of the follow ng S& G obal

Rati ngs nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-4009.
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