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 Economic risk for Austrian banks could increase in the event of a nore
pronounced recession in the eurozone, in our opinion

« W are revising our outl ooks to negative fromstable on Hypo NOE G uppe
Bank AG and Cberoesterreichi sche Landesbank AG and affirm ng our ratings
on these two banks.

« W are affirnming our ratings on Erste Group Bank AG Raiffeisen
Zentral bank Cesterreich AG and Uni Credit Bank Austria AG The outl ooks
remai n negative

W are affirmng our ratings on KA Finanz AG The outl ook remains stable.

FRANKFURT (St andard & Poor's) Dec. 10, 2012--Standard & Poor's Ratings
Services today said it revised its outlooks to negative fromstable and
affirmed its ratings on two Austrian banks (see the Ratings List below for
details). At the sanme tine, we affirmed our ratings on four other banks. The
outl ooks on three of the four banks remain negative. The outl ook on the fourth
bank is stable.

Al t hough we have not changed our assessnment of econonmic risk for Austrian
banks, we believe they could face rising economc risks in comng quarters in
the event of a nore pronounced recession in the eurozone (European Econonic
and Monetary Union), given Austria's reliance on exports to menber countri es.
We currently forecast negative GDP growh in the eurozone of -0.8%in 2012 and
flat growh in 2013 (see "The Eurozone's New Recessi on--Confirmed," published
Sept. 25, 2012). W anticipate that the slowdown in the eurozone will be nore
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protracted and deeper than we previously expected.

We have revised our outl ooks on HYPO NCE G uppe Bank AG (Hypo NOE) and

ber oest errei chi sche Landesbank AG (Hypo OO to negative fromstable owing to
ri sing economc risks in the eurozone and the potential negative inpact on the
Austrian econony. W have al so factored these increasing risks into our

outl ooks on Erste Group Bank AG UniCredit Bank Austria AG and Raiffeisen
Zentral bank Oesterreich AG which renmain negative. W view these banks as
potentially vulnerable to the inpact of rising econonic risks in both the
eurozone and Central and Eastern Europe (CEE). W consider that current
econom ¢ environnment, including persistently low interest rates and sl ow ng
econom ¢ growth, would put pressure on the Austrian banking sector's financial
performance and potentially increase banks' |oan inpairnment charges.

We could lower our ratings on Hypo NOE and Hypo OO, Erste Bank, Bank Austria
and RZB if we saw a sustained econonic decline in Austria (AA+/ Negative/ A-1+)
over the coming 18 to 24 nonths.

We could revise the outl ooks to stable on Hypo NCE and Hypo OO if we saw a
stable trend in Austria's and the eurozone's main econom ¢ indicators.

We could revise the outl ook on Erste Bank if we saw a stable trend in
Austria's and the eurozone's nain econonic indicators, we took a simlar
action on Austria, and we saw tangi bl e signs of easing economic pressure in
CEE and stabilization in Erste Bank's absol ute amunt of nonperformng | oans
(NPLs) and credit costs.

A revision of the outlook to stable on RZB woul d depend on a stable trend in
Austria's and the eurozone's nmain econom c indicators, a simlar action on
Austria, and tangible signs of easing economc pressure in CEE

For Bank Austria, a revision of the outlook to stable would depend on a stable
trend in Austria's and the eurozone's nmain macroeconom c indicators, and
simlar actions on its Italian parent UniCredit SpA (BBB+/ Negative/A-2) and
Austria. An outlook revision to stable on Uni Credit woul d hi nge on our
anticipation of an inprovenment in econonic and operating conditions for the
Italian banki ng system

The stabl e outl ook on KA Finanz AG incorporates our view that the ratings are
| ess sensitive to increased economc risks in the eurozone than those on other
Austri an banks as nost of the bank's assets are spread outside this area.

Al the rating affirmations reflect our view that the major factors
under pi nning the ratings renmai n unchanged.

RELATED CRI TERI A AND RESEARCH

e Banking Industry Country Ri sk Assessnment Methodol ogy And Assunpti ons,
Nov. 9, 2011

e Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

 Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011
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e Rating Governnent-Related Entities: Methodol ogy And Assunptions, Dec. 9,
2010

 Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

* Economi ¢ Research: The Eurozone's New Recession--Confirned, Sept. 25,
2012

* GRE Criteria Review O Six German And Austrian Banks' G andfathered Debt
Results In Four Downgrades And Two Affirmations, Sept. 20, 2012

e HYPO NCE Gruppe Bank AG Sept. 19, 2012

e Banking Industry Country Ri sk Assessnent: Austria, Sept. 5, 2012

* (peroesterreichi sche Landesbank AG Aug. 23, 2012

e UniCredit Bank Austria Affirmed At 'AA-1'" After Similar Rating Action On
Parent; Qutl ook Negative, Aug. 8, 2012

e Subordi nated Debt O Several European Banks Downgraded On EC Draft
Resol uti on Framework; O her Debt Ratings Unaffected, July 24, 2012

* KA Finanz AG June 19, 2012

» Erste Group Bank AG June 12, 2012

* Republic of Austria, March 28, 2012

Bl CRA SCORE SNAPSHOT

Austria

Bl CRA group 2

Econom c ri sk 2
Econonic resilience Very low risk
Econom ¢ i nbal ances. Low ri sk

Credit risk in the econonmy Intermediate risk

I ndustry risk 3

Institutional framework Internediate risk
Conpetitive dynam cs Internediate risk
Syst emwi de fundi ng Low ri sk

Banki ng Industry Country Ri sk Assessnent (BICRA) econonic risk and industry
risk scores are on a scale from'1" (lowest risk) to '10'" (highest risk). For
detail s about our BICRA scores on all banking industries that we assess across
t he gl obe, please see our latest "Banking Industry Country Ri sk Assessment
Update," published on RatingsDirect on the Gobal Credit Portal.

RATI NGS LI ST

Ratings Affirmed; Qutl ook Action

To From
Cber oest errei chi sche Landesbank AG *
Counterparty Credit Rating Al Negativel/ A- 1 Al Stable/ A1

* The ' AA'" ratings on OQberoesterreichi sche Landesbank' s guarant eed
obligations, which benefit froma guarantee fromthe State of Upper Austria
( AA+/ Negative/ A-1+), are not affected by this action.

HYPO NCE Gruppe Bank AG *
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Counterparty Credit Rating Al Negativel/ A- 1 Al Stabl e/ A- 1

* The ' AA" ratings on Hypo NOE' s guaranteed obligations, which benefit froma
guarantee fromthe State of Lower Austria (unsolicited rating of
AA+/ Negative/ A-1+), are not affected by this action.

Ratings Affirmed

Erste Group Bank AG
Counterparty Credit Rating Al Negativel/ A-1

KA Fi nanz AG
Counterparty Credit Rating Al Stable/ A1

Rai ffei sen Zentral bank Qesterreich AG
Counterparty Credit Rating A/ Negativel/ A- 1

Uni Credit Bank Austria AG *
Counterparty Credit Rating Al Negativel/ A-1

* The ' AA-' ratings on Uni Credit Bank Austria's guaranteed obligations, which
reflect the deficiency guarantee fromthe City of Vienna (unsolicited rating
AA+/ Negativel/ A-1+), are not affected by this action.

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

Standard & Poor's, a part of The McGraw Hi Il Conpanies (NYSE:MHP), is the
world's forenost provider of credit ratings. Wth offices in 23 countries,
Standard & Poor's is an inportant part of the world's financial infrastructure
and has played a leading role for 150 years in providing investors with

i nformati on and i ndependent benchmarks for their investnment and financi al

deci sions. For nore information, visit http://ww.standardandpoors.com
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