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Research Update:
Dutch Private Bank F. van Lanschot Bankiers

'A-/A-2' Ratings Affirmed; Outlook Stable

Overview

* Following a review under Standard & Poor's revised bank criteria
(published on Nov. 9, 2011), we have affirnmed our 'A-/A-2' ratings on F.
van Lanschot Bankiers N. V. The outlook is stable.

e Qur ratings on Van Lanschot reflect its noderate business position
strong capital and earnings, adequate risk position, average funding, and
adequate liquidity.

e The long-termcounterparty credit rating is in line with the stand-al one
credit profile (SACP)

e W also raised the ratings on Van Lanschot's junior subordi nated debt to
'BBB' from'BBB-'.

» The stable outlook reflects our expectation that Van Lanschot should be
in position to defend its niche franchise and naintain a strong capita
posi tion.

Rating Action

As we previously announced on Dec. 8, 2011, Standard & Poor's Ratings Services
affirmed its "A-/A-2'" long- and short-termcounterparty credit ratings on
Dutch private bank F. van Lanschot Bankiers N. V. (Van Lanschot). The
stand-al one credit profile (SACP) is "a-'. The outlook is stable. At the sane
time, we raised the ratings on the bank's junior subordinated debt ratings to
'"BBB' from'BBB-"'.

Rationale

Standard & Poor's bases its ratings on Van Lanschot on the conpany's
"nmoder at e" busi ness position, "strong" capital and earnings, "adequate" risk
position, "average" funding, and "adequate" liquidity, as our criteria define
these terns.

Qur bank criteria uses our Banking Industry Country Ri sk Assessnent (Bl CRA)
econom ¢ risk and industry risk scores to determnmine a bank's anchor, the
starting point in assigning an issuer credit rating. The anchor for a
conmer ci al bank operating only in The Netherlands is '"a-'. The BICRA score is
i nformed by our eval uation of econonmic risk, where we see The Netherlands as a
di versified and conpetitive econony, which has mninmal political risk.

Al t hough we expect sluggish near-term growth, unenpl oyment should renain | ow
relative to peers. Risks such as continued pressure on property markets are in
our view nmitigated by generally sound underwiting criteria and a strong
credit culture. &Goss household i ndebtedness is high, due to specific
conditions of the Dutch nortgage system Wth regard to industry risk, the
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Dut ch banking industry is dom nated by three |large players; two of themare
subject to restructurings as a result of state aid that they had received. The
| arge reliance on wholesale funding is partly attributable to househol ds
propensity to save into life insurance and pension products.

We consider Van Lanschot's business position to be "nbderate", reflecting the
bank's relatively niche, albeit in our view stable, franchise. Wth total
assets of about €19 billion at end-June 2011, and assets under managenent in
excess of €37 billion, Van Lanschot is a midsize bank within the Dutch banking
system but one of the top-three private banks in this market. In our view,
the bank's activities are much less diversified than its |larger donestic
peers. The mpjority of the bank's income derives fromits Private and Busi ness
Banki ng division and the renmai nder fromits Asset Managenment and Corporate

Fi nance and Securities operations. In addition, we note that the vast ngjority
of earnings originate in The Netherl ands. However, we believe that the bank
benefits froma stable core franchise and a good | evel of recognition within
its niche. W regard the focus on the onshore segnent of private banking as a
positive. In addition, conpared with certain "purer" private banking peers, we
consider that the net interest income generated by Van Lanschot's customer

| oan book hel ps buffer the potential volatility in other incone streams. W
expect the bank's managenment to continue to follow a generally cautious and
focused strategy.

W view Van Lanschot's capitalization as "strong", based primarily on our
expectation of a broadly stable risk-adjusted capital (RAC) ratio of around
11. 5% at end-2012, conparable with its |level at end-2010. Despite material
stream ining efforts and sone recent cost benefits, we expect Van Lanschot's
cost base to continue to structurally weigh on its pre-provision earnings
capacity, partly a reflection of nodest potential for econom es of scale.
However, we expect that its very limted appetite for loan growh in the next
two years should support its capital position

W view Van Lanschot's risk position as "adequate". This view bal ances a
tightening in the bank's underwiting and risk appetite since 2008--whi ch has
led to a reduction in the | oan book during the period--agai nst sone volatility
in the asset quality track record in recent years, such as the peak in credit
risk cost at 76 basis points of average custonmer |oans in 2009. Asset quality
has been steadily inproving since 2009, and we expect the outl ook for 2012 to
remai n sound, even if the donestic econony slows down markedly. W view the

| oan book as adequately diversified; about one-half of it consists of

resi dential nortgages. Some reputational and operational risks are inherent in
the bank's private banking activities, although we consider that its good
track record to date somewhat nitigates these risks.

We currently view Van Lanschot's funding as "average" and its liquidity as
"adequat e". Although the bank's |oan-to-deposit ratio of about 115% conpares
favorably with Dutch peers, a greater proportion of custoner deposits exceed
t he deposit guarantee limt as a result of the bank's private banking
activities. W consider its reliance on short-term whol esale funding to be
limted. A satisfactory buffer of liquid assets, including a |arge share of
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gover nment bonds, continues to support the bank's liquidity position

The counterparty credit rating is in line with the SACP, reflecting our
assessment of Van Lanschot's | ow systemi c inportance in The Netherlands. This
i s based on the bank's nodest share of the overall Dutch banking system and
its focus, to a large extent, on its private banking niche.

The rating on Van Lanschot's junior subordi nated debt is two notches bel ow t he
bank's SACP, in line with our criteria of Nov. 1, 2011 for this type of hybrid
i nstrument.

Outlook

The stable outl ook reflects our expectation that Van Lanschot should be in a
position to defend its niche franchise and maintain a strong capital position
even in the event of a marked econonic sl owdown donestically.

We could lower the ratings if we see signs of a reversal of the downward trend
in credit cost, leading to a noderate assessnent of its risk position
Furthernore, any evidence that capitalization could weaken, |eading us to
revise our projected RAC ratio to around 10% or |ess, could have a negative

i mpact on the ratings. This could arise, for exanple, fromless conservative
capi tal managenent, or a material deterioration in earnings generation

The potential for an upgrade is linted at present. However, we could raise
the ratings if Van Lanschot's business position were to inprove substantially,
evi denced anmong other things by large net inflows of client assets and a
sust ai ned increase in revenues and earnings. This would be subject to a
continued positive trend in asset quality.

Ratings Score Snapshot

| ssuer Credit Rating A-/ Stablel A-2
SACP a-
Anchor a-
Busi ness Position Moderate (-1)
Capital and Earnings Strong (+1)
Ri sk Position Adequat e (0)

Fundi ng and Liquidity Aver age and Adequate (0)

Suppor t 0
GRE Support 0
G oup Support 0
Sover ei gn Support 0

Addi ti onal Factors 0
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Related Criteria And Research

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

e Group Rating Methodol ogy And Assunptions, Nov. 9, 2011

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

 Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

Ratings List

Rati ngs Affirned

F. van Lanschot Bankiers N. V.
Counterparty Credit Rating A-/ Stablel A-2
Certificate OF Deposit A/ A2

F. van Lanschot Bankiers N. V.

Seni or Unsecur ed A-
Subor di nat ed BBB+
Upgr aded
To From

F. van Lanschot Bankiers N. V.
Juni or Subor di nat ed BBB BBB-

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

Conplete ratings information is available to subscribers of RatingsDirect on
the A obal Credit Portal at www gl obal creditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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