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OVERVI EW

e On Dec. 7, 2011, we placed our 'A/A-1'" counterparty credit ratings on
Conmer zbank on CreditWatch negative.

* Under our rating approach, the rating uplift for Erste Europaei sche
Pfandbri ef - und Kommrunal kr edi t bank' s (EEPK) public-sector covered bond
ratings is below the maxi mum uplift possible.

e Therefore, we could raise, affirm or |lower our ratings on EEPK s
public-sector covered bonds, depending on any further rating action on
the issuer.

« W have consequently placed on CreditWatch devel opi ng our ratings on
EEPK s public-sector covered bonds.

« W intend to resolve the CreditWatch placenent of the ratings on the
covered bonds follow ng the resolution of the CreditWtch placenent of
the ratings on the Commerzbank, and based on updated credit and cash flow
i nformati on.

e Qur ratings are based on our criteria for rating covered bonds. However,
certain aspects of the nethodol ogi es and assunptions underlying these
criteria are under review. The ratings on all outstanding covered bonds
may be affected as a result of this review

FRANKFURT ( Standard & Poor's) Jan. 11, 2012--Standard & Poor's Ratings
Services today placed its 'AA+ long-termcredit ratings on Erste Europaei sche
Pf andbri ef - und Konmunal kredi t bank AG s (EEPK) public-sector covered bonds on
Credi tWatch devel opi ng (see |list bel ow).
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Today' s CreditWatch devel opi ng placenment follows our Dec. 7, 2011, CreditWtch
negative placenent of our long-termand short-termcounterparty credit ratings
on Conmer zbank AG (see "Conmmerzbank ' A/ A-1' Ratings Placed on Watch Negative
Fol | owi ng Soverei gn Rating Action").

Under our criteria for rating covered bonds, we evaluate the maxi mum potentia
rating on a covered bond programas the bank's issuer credit rating (ICR

i ncreased by the maxi mum nunber of notches of ratings uplift. The maxi num
nunber of notches of uplift results fromour assessnment and cl assification of
the program s asset-liability msmatch (ALMM risk and the program

cat egori zation (see "Revised Methodol ogy And Assunptions For Assessing
Asset-Liability Msmatch Ri sk I n Covered Bonds," published on Dec. 16, 2009).

VWhen determ ning the program categorization, we consider primarily our view of
the jurisdiction of a programand its ability to access external financing or
noneti ze the cover pool. Finally, we assign the covered bonds to one of three
di stinct categories. Under our criteria, to achieve the naxi num potentia
nunmber of notches of uplift, the available credit enhancement needs to be
conmensurate with the target credit enhancenent.

Fol | owi ng our analysis, and given our view of the Luxenmbourgish |ega
framework, we have categorized EEPK s public-sector covered bonds in category
"2" and determined a "low' ALMM classification. Under our criteria, these
conbi nati ons enable us to assign to the covered bonds a naxi mum potentia
ratings uplift of six notches.

The issuer, EEPK, is supported by Commerzbank due to its group status.
Fol | owi ng our CreditWatch negative placenment of the counterparty ratings on
Conmrer zbank, we have placed our ratings on EEPK s public-sector covered bonds
on CreditWatch devel oping. This means we could raise, lower, or affirmthe
rating. As the 'AA+' rating on EEPK s public-sector covered bonds is bel ow the
maxi mum uplift possible, a downgrade of the sponsor bank by one notch could
lead to an affirmation of the ratings on the covered bonds, whereas in the
case of a multi-notch downgrade, we night |ower the ratings. An affirmation of
the counterparty ratings on Conmerzbank could | ead to an upgrade of the

rati ngs on EEPK s covered bonds.

Qur assunptions that we use to calculate the target credit enhancenment in line
with our Dec. 16, 2009 ALMM criteria are not dependent on the sponsor bank's
ICR or the covered bond ratings. Therefore, any change to the ICR or to the
covered bond ratings would not, all else being equal, affect the covered
bonds' target credit enhancenent |evels.

W aimto resolve our CreditWatch devel opi ng pl acenent of the ratings on
EEPK s public-sector covered bonds shortly after we have resol ved the

Credi tWatch pl acenent of our counterparty ratings on Commerzbank, and based on
our review of updated credit and cash flow information. W expect to affirm
rai se, or |lower by one notch our ratings on EEPK s covered bonds.
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POTENTI AL EFFECTS OF PROPOSED CRI TERI A CHANGES

We have taken today's rating actions on these covered bonds based on our
criteria for rating covered bonds (see "Revised Methodol ogy And Assunptions
For Assessing Asset-Liability Msmatch Ri sk In Covered Bonds," published on
Dec. 16, 2009).

As part of our cash flow analysis, we used Standard & Poor's Covered Bond
Monitor to calculate the target credit enhancenent for the covered bonds.
However, the assunptions and net hodol ogies used in this cash flow analysis are
under review (see "Advance Notice O Proposed Criteria Change: Methodol ogi es
And Assunptions For Rating Certain Covered Bonds and CDGs," published on Aug.
5, 2010).

This review may result in further changes to the criteria. As a result, our
future assunptions and net hodol ogi es used in our Covered Bond Monitor node

may differ fromour current criteria. The criteria change may affect the
ratings on all outstanding covered bonds in this program Until such tine that
we adopt new criteria for rating covered bonds, we will continue to rate and
surveil these covered bonds using our existing criteria (see "Related Criteria
And Research").

RELATED CRI TERI A AND RESEARCH

e Conmer zbank ' A/ A-1' Ratings Placed on Watch Negative Foll owi ng Sovereign
Rating Action, Dec. 7, 2011

e G obal Structured Finance Scenario And Sensitivity Analysis: The Effects
O The Top Five Macroecononic Factors, Nov. 4, 2011

» Nonsoverei gn Ratings That Exceed EMJ Soverei gn Ratings: Methodol ogy And
Assunpti ons, June 14, 2011

 Advance Notice O Proposed Criteria Change: Methodol ogi es And Assunptions
For Rating Certain Covered Bonds and CDGs, Aug. 5, 2010

* Revised Methodol ogy And Assunptions For Assessing Asset-Liability
M smatch Ri sk I n Covered Bonds, Dec. 16, 2009

e Use O CreditWatch And Qutl ooks, Sept. 14, 2009

Rel ated articles are available on RatingsDirect. Criteria, presales, servicer
eval uations, and ratings information can al so be found on Standard & Poor's
Web site at www. st andardandpoors.com Alternatively, call one of the follow ng
Standard & Poor's numbers: Cient Support Europe (44) 20-7176-7176; London
Press O fice (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)

69- 33-999- 225; Stockhol m (46) 8-440-5914; or Mscow (7) 495-783-4011
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Ratings Placed On CreditWatch Devel opi ng
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Country: Covered bond type
Er ste Europaei sche Pfandbrief- und Kommunal kr edi t bank AG

AA+/ Wat ch Dev AA+/ St abl e

Luxenmbour g: Public-Sector Covered Bonds: Lettres de Gage Publiques

Additional Contact:
Covered Bonds Surveillance; CoveredBondSurveillance@standardandpoors.com
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