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OVERVI EW

» W have assigned prelimnary ' AAA" ratings to the nortgage covered bond
program and rel ated i ssuances of Finland-based The Mrtgage Soci ety of
Fi nl and.

e Qur prelimnary 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.

e The stable outlook reflects the fact that the ratings on the covered
bonds benefit from one unused notch of collateral-based uplift.

LONDON (St andard & Poor's) March 31, 2016--Standard & Poor's Ratings Services
today assigned prelimnary 'AAA credit ratings to the nortgage covered bond
program and rel ated i ssuances of The Mortgage Soci ety of Finland (Suonen

Hypot eekki yhdi stys, or Hypo).

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

From our analysis of Hypo's new program and the Finnish |egislative covered
bond framework, we have concluded that the assets in the cover pool are
isolated fromthe issuer's insolvency risk. The asset isolation allows us to
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rate the covered bond programat a higher rating |evel than the long-termICR
on Hypo

We conducted a review of Hypo's nortgage operations, which we view as prudent.
We believe there are sufficiently prudent and effective underwiting and
servicing procedures in place to support our ratings on the covered bonds.

The covered bonds are eligible for four notches of collateral-based uplift
fromthe jurisdiction-supported rating level (JRL). W expect Hypo to provide
a public statement stating their intention to maintain a | evel of
overcol l ateralization that is consistent with the current rating. W consider
that the soft-bullet structure of the planned issuance covers liquidity risk.

Qur credit analysis is based on a provisional cover pool as of January 2016.
The program s underlying assets conprise €366.7 mllion of Finnish residentia
nortgage | oans (51.7% and | oans to housi ng conpani es (48.3% . Qur neasure of
t he wei ght ed- average forecl osure frequency (WAFF; representing the |evel of
defaul ts) stands at 24.05% and the wei ghted-average | oss severity (WALS; our
neasure of possible | osses upon default) at 11.06% based on a ' AAA stress

I evel .

The covered bonds are eligible for four notches of collateral-based uplift
fromthe JRL. W expect Hypo to provide a public statenment stating their
intention to maintain a |l evel of overcollateralization that is consistent with
the current rating. We consider that the soft-bullet structure of the planned
i ssuance covers liquidity risk. W also believe the European Central Bank will
remai n a possi ble source of assistance for eurozone covered bond issuers
during a sovereign default (see "Mthodol ogy And Assunpti ons For Ratings Above
The Sovereign--Single-Jurisdiction Structured Finance,"” published on May 29,
2015).

Qur credit analysis is based on the cover pool as of January 2016. The
program s underlying assets conprise €366.7 mllion of Finnish residentia

nort gage | oans (51.7% and | oans to housi ng associ ations (48.3%. Qur neasure
of the wei ghted-average foreclosure frequency (WAFF; representing the | evel of
defaul ts) stands at 24.05% and the wei ghted-average | oss severity (WALS; our
neasure of possible | osses upon default) at 11.06% based on a ' AAA' stress

| evel .

We perfornmed a cash flow anal ysis of the programis proposed €250 million
five-year soft-bullet covered bond. The avail able credit enhancenent of 48.92%
exceeds the target credit enhancenent of 20.23%

It is our understanding that the rel evant docunentation will be updated to
i ncl ude repl acenent |anguage that is consistent with our criteria (see "
Counterparty Ri sk Framewor k Met hodol ogy And Assunptions,” published on June
25, 2013).

We assess country risk by applying our nonsovereign ratings criteria (see "
Met hodol ogy And Assunptions For Ratings Above The
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Soverei gn--Single-Jurisdiction Structured Finance," published on May 29,

2015). In light 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.
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