Rating Action: Moody's assigns Baa1/Prime-2 first time deposit and issuer
ratings to OBOS-banken AS; outlook stable
Global Credit Research - 19 May 2016
London, 19 May 2016 -- Moody's Investors Service has today assigned Baa1/Prime-2 long- and short-term
first-time public deposit and issuer ratings to OBOS-banken AS (OBOS-banken). The outlook on the long-term
ratings is stable. At the same time, the rating agency has assigned a baa3 baseline credit assessment (BCA)
to the bank. Moody's also assigns a Counterparty Risk Assessment (CR Assessment) of A3(cr)/Prime-2(cr).
OBOS-Banken's ratings are underpinned by: (1) The bank's baa3 BCA; (2) the results of Moody's Advanced
Loss Given Failure (LGF) analysis, which leads to a Preliminary Rating Assessment (PRA) for both deposits
and senior unsecured debt two notches above the BCA; and (3) a low expectation of government support,
resulting in no uplift above the PRA for both the deposit and issuer ratings.
The baa3 BCA reflects the bank's: (i) Strong asset quality metrics supported by a low problem loan ratio; (ii)
solid capital metrics, albeit declining following an increase in the balance sheet; and (iii) comfortable liquidity
position, supported by a portfolio of high-quality liquid assets. These strengths are balanced against OBOSbanken's: (i) historical and expected loan growth at above market average rates within an increasingly
competitive environment; (ii) geographical concentration in Oslo and Akershus; (iii) limited ability to raise
external capital resources; (iv) low profitability; (v) high reliance on wholesale funding; and (vi) monoline
business model.
A list of ratings is provided at the end of this press release.
RATINGS RATIONALE
STRONG ASSET QUALITY METRICS BALANCED AGAINST SIGNIFICANT LOAN GROWTH
OBOS-banken's main risk is credit risk through its loan book, which accounted for around 86.5% of reported
assets at end-2015. At just 0.4% at the same date, the bank reports a better problem loan ratio than peers
because of the: (i) Low risk business in which the bank operates; (ii) limited seasoning of the loan book; and
(iii) material growth in lending: its average annual compounded loan growth rate was 22% since its
establishment in 2013 and included acquisition of third-party portfolios.
OBOS-banken's loan book is almost entirely exposed to the domestic mortgage market and the majority of the
lending portfolio is to housing co-operatives (55.6% as of end-2015). OBOS-banken is predominantly exposed
to the Oslo and Akershus regions (around 80% of retail lending and 90% of corporate lending -- mostly cooperative housing - at end-2015).
SOLID CAPITAL METRICS EXPECTED TO DECLINE SLIGHTLY BUT REMAIN ADEQUATE TO SUPPORT
GROWTH
OBOS-banken reported a common equity tier 1 (CET1) ratio of 13.8% and a regulatory leverage ratio of 6.0%
at the end March 2016. Under Moody's definition, the bank's tangible Common Equity (TCE)/Risk-Weighted
Assets (RWA) was 15.0% and TCE/Tangible Assets and contingent liabilities was 5.4% at the end of 2015, in
line with peers. While Moody's expects OBOS-banken's capital ratios to decline absent any external capital
increase, as its RWA and balance sheet increase, the bank plans to maintain at least a CET1 ratio of 14.5%, in
line with the targets of other Norwegian banks.
OBOS-banken is fully owned by OBOS Group (unrated), one of the largest property developers in the Nordics.
While the bank remains central to the group's core strategy and Moody's expects the parent company to
support its banking subsidiary in its expansion plan, the rating agency considers that, given its sole ownership,
OBOS-banken has less options to raise external capital in case of need compared to other banking peers.
MODEST PROFITABILITY, PARTLY CONSTRAINED BY MONOLINE BUSINESS MODEL
Profitability is a relative weakness for OBOS-banken, primarily because the bank focuses on supporting OBOS

Group's strategy through funding the sale of the real estate projects undertaken by the parent. However, over
the long-term, the bank is committed to deliver a sound risk-adjusted return for its shareholder.
Although Moody's expects some moderate improvement following the anticipated growth in lending, the rating
agency considers that OBOS-banken's internal capital generation capacity will remain limited, given the fact
that the bank's business activity is, at the moment, limited to low risk-return mortgage lending and the
competitive environment.
HIGH RELIANCE ON WHOLESALE FUNDING PARTIALLY MITIGATED BY SOUND LIQUIDITY POSTION
Moody's considers OBOS-banken's high reliance on wholesale markets to fund its operations a credit
weakness. As of end-2015, market funds accounted for 42.2% of tangible banking assets. Including the
covered bonds issued through Eika Boligkreditt AS (Aa1 covered bond rating), a jointly-owned funding vehicle,
the ratio increases to 57%.
The bank's high reliance on market funding is mitigated by a sound liquidity position. As of end-2015, OBOSbanken's liquidity coverage ratio (LCR) stood at 134.7%, with the bank's liquidity reserve primarily composed
of cash with the central bank and highly-rated covered bonds.
OBOS-BANKEN'S BCA IS SUPPORTED BY NORWAY'S VERY STRONG- MACRO PROFILE
As a domestically-oriented bank, OBOS-banken's operating environment is in Norway. Moody's therefore
aligns the bank's Macro Profile with that of the country at 'Very Strong-'. Banks in Norway (Aaa stable) benefit
from operating in a wealthy and developed country with very high economic, institutional and government
financial strength as well as low susceptibility to event risk. The main risks to the system stem from the high
level of household indebtedness, elevated real estate prices and domestic banks' extensive use of market
funding. However, these risks are offset by the strength of households' ability to service debt, banks' adequate
capitalization and the relatively small size of the banking system compared with GDP.
RATIONALE FOR THE DEPOSITS AND ISSUER RATINGS
Moody's expects that Norway will transpose the EU Bank Resolution and Recovery Directive (BRRD) into local
legislation and, as such, it considers the country an Operational Resolution Regime. In accordance with its
methodology, the rating agency therefore applies its Advanced LGF analysis. Moody's assumes a residual
TCE of 3%, losses post-failure of 8% of tangible banking assets, a 25% run-off in "junior" wholesale deposits,
and a 5% run-off in preferred deposits. Moody's assigns a 25% probability to deposits being preferred to senior
unsecured debt. These are in line with Moody's standard assumptions. Particular to OBOS-banken, Moody's
assumes the proportion of deposits considered junior to be 10%, relative to the standard EU-wide assumption
of 26%, due to the bank's largely retail-oriented deposit base.
Moody's Advanced LGF analysis indicates that OBOS-banken's deposits and senior unsecured debt are likely
to face very low loss-given-failure, due to the loss absorption provided by the senior unsecured debt, as well as
the volume of junior deposits themselves. This results in a preliminary rating assessment for OBOS-banken's
deposits and senior unsecured debt two notches above the BCA. Since Moody's considers the probability of
government support for OBOS-banken's senior liabilities to be low, the rating does not incorporate any uplift
from government support, and the final deposit and issuer ratings are therefore positioned at Baa1.
RATIONALE FOR THE COUNTERPARTY RISK ASSEMENTS
As part of today's rating action, Moody's also assigned a CR Assessment of A3(cr)/Prime-2(cr), three notches
above the BCA of baa3. The CR Assessment is driven by the banks' BCA and by the considerable amount of
subordinated instruments likely to shield counterparty obligations from losses.
Moody's CR Assessment is an opinion of how counterparty obligations are likely to be treated if a company
fails and is distinct from debt and deposit ratings, in that it: (1) Considers only the risk of default rather than the
likelihood of default and the expected financial loss suffered in the event of default; and (2) applies to
counterparty obligations and contractual commitments rather than debt or deposit instruments. The CR
Assessment is an opinion of the counterparty risk related to a bank's covered bonds, contractual performance
obligations (servicing), derivatives (e.g., swaps), letters of credit, guarantees and liquidity facilities.
RATIONALE FOR THE STABLE OUTLOOK
The outlook on the long-term deposits and issuer ratings is stable, reflecting favourable operating environment

and OBOS-banken's credit fundamentals.
WHAT COULD CHANGE THE RATINGS UP/DOWN
An upgrade of the bank's deposits and issuer ratings could be triggered by the issuance of subordinated debt
instruments, which would reduce expected loss for depositors and senior unsecured creditors. An upgrade to
the BCA, driven by a sustainable improvement in profitability, reduced reliance on market funding and/or a
longer track record of successfully operating as a bank-licensed entity, could also lead to an upgrade of all
ratings.
OBOS-banken's BCA could be downgraded because of: (i) An unexpected deterioration in asset quality
metrics; (ii) weakening of the capital position beyond our expectations; or (iii) reduced liquid assets held on
balance sheet. A downward movement in OBOS-banken's BCA would likely result in a downgrade of the longterm ratings.
PRINCIPAL METHODOLOGY
The principal methodology used in these ratings was Banks published in January 2016. Please see the
Ratings Methodologies page on www.moodys.com for a copy of this methodology.
LIST OF ASSIGNED RATINGS
Assignments:
..Issuer: OBOS-banken AS
.... LT Bank Deposits (Foreign Currency and Local Currency), Assigned Baa1 Stable
.... ST Bank Deposits (Foreign Currency and Local Currency), Assigned P-2
.... LT Issuer Rating (Foreign Currency and Local Currency), Assigned Baa1 Stable
.... ST Issuer Rating (Foreign Currency and Local Currency), Assigned P-2
.... Adjusted Baseline Credit Assessment, Assigned baa3
.... Baseline Credit Assessment, Assigned baa3
.... Counterparty Risk Assessment, Assigned A3(cr)
.... Counterparty Risk Assessment, Assigned P-2(cr)
Outlook Actions:
....Outlook, Assigned Stable
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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