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OVERVIEW
• We are assigning long- and short-term resolution counterparty ratings
(RCRs) to six Central and Eastern European (CEE) banks, following the
publication of our methodology for assigning RCRs on April 19, 2018.

• The banks are based in Poland, Croatia, Slovenia, and Hungary, for which
we have completed our RCR jurisdiction assessments.

• We completed our jurisdiction assessment on another CEE country Czech
Republic on May 11, 2018, and have already assigned RCRs to the three
eligible banks in this country.

• No issuer credit ratings are affected by this review.

PARIS (S&P Global Ratings) July 16, 2018--S&P Global Ratings said today that
it has assigned long- and short-term resolution counterparty ratings (RCRs) to
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six banks in four CEE countries (see the ratings list below). These actions
follow the publication of our RCR methodology on April 19, 2018, the
completion of our RCR jurisdiction assessments on these four countries, and
our review of the impact on rated financial institutions.

An RCR is a forward-looking opinion of the relative default risk of certain
senior liabilities that may be protected from default with an effective
bail-in resolution process for the issuing financial institution. RCRs apply
to issuers in jurisdictions where we assess the resolution regime to be
effective, and the issuer is likely to be subject to a resolution that entails
a bail-in if it reaches nonviability. We typically position the long-term RCR
up to one notch above the long-term issuer credit rating (ICR) when the ICR
ranges from 'BBB-' to 'A+', and up to two notches when the ICR ranges from
'B-' to 'BB+'. RCR uplift does not apply to institutions with ICRs of 'AA-' or
higher.

Today's rating actions cover eligible banks headquartered in Poland, Slovenia,
Croatia, and Hungary. These four countries have each implemented resolution
regimes based on the EU Bank Recovery and Resolution Directive (BRRD). We have
published detailed jurisdiction assessments that identify the categories of
liabilities that, in our view, are protected from default risk under each
country's bank resolution framework because they are identified in the
regulation as exempt from bail-in. On May 11, 2018, we published a similar
jurisdiction assessment on Czech Republic and, since then, we have assigned
'A+/A-1' RCRs to the three largest banks in the country (Ceska Sporitelna A.S.,
Ceskoslovenska Obchodni Banka A.S., and Komercni Banka A.S.), together with
their Austrian, Belgian, and French parents.

In particular, in today's rating actions:
• We have not assigned RCRs to those entities unlikely to hold a material
amount of RCR liabilities, which are explicitly excluded from a bail-in.
Examples include nonoperating holding companies, financing vehicles that
issue only senior unsecured or subordinated debt, and service companies.

• We have not assigned RCRs to entities like small second-tier banks for
which there is no clearly defined resolution path, or the resolution plan
will likely be the sale or partial transfer of the bank to a stronger
institution, rather than a bail-in.

• Contrary to our approach for certain banks in Spain and Italy (see "31
European Banking Groups Assigned Resolution Counterparty Ratings; Four
Collateralized Notes Upgraded; UCO Removed," published June 12, 2018), we
have not assigned RCRs exceeding the foreign currency (FC) sovereign
rating for OTP Bank in Hungary, Bank Polska Kasa Opieki S.A. (Pekao) and
mBank in Poland, or Zagrebacka Banka (ZB) in Croatia. In a hypothetical
stress scenario, we doubt that these banks would have sufficient
bail-in-able liabilities to absorb the impact on their capitalization.
This possible lack of resilience is amplified by three factors. First,
the banks' substantial domestic sovereign securities and loan exposure
lead to a severe erosion of equity under our standardized assumptions,
likely pushing the banks into a nonviability scenario. Second, the banks'
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limited historical use of capital instruments and other term debt means
that the resolution authority would need to rely heavily on a bail-in of
other senior liabilities, notably corporate and other uninsured deposits,
to recapitalize the banks. While these liabilities comprise a substantial
portion of the banks' balance sheets, we are cautious about the extent to
which these deposits would be withdrawn in a stress situation, and also
about the financial stability and systemic risks that could result from
bailing in these liabilities. Third, for ZB and mBank, the banks might
not receive sufficient and timely support from their higher-rated
parents. We therefore cap our RCRs on these banks at the level of the
respective FC sovereign credit rating.

• For Pekao and mBank, we additionally reflected on whether local currency
(LC) RCR liabilities would demonstrate a lower probability of default
than the banks' FC RCR liabilities. Since we see no support in the Polish
banking law to allow a selective default on FC liabilities while a bank
continues to service LC liabilities, we align our LC RCR on these banks
with the 'BBB+' FC RCR.

• In Slovenia, we have assigned 'BBB/A-2' long- and short-term RCRs to the
largest bank in the country, Nova Ljubljanska Banka D.D., which is
consistent with our general approach for banks with speculative-grade
ICRs but for which we have reasonable visibility on the bail-in process.

• In Hungary, we do not assign RCRs to the individual banks forming the
savings cooperative group or to its central organ Magyar
Takarekszovetkezeti Bank Zrt.(Takarekbank). We believe the regulators
would apply a resolution framework to individual institutions rather than
to the group as a whole. It is unlikely, however, that individual
cooperative member banks, including the central institution Takarekbank,
would be subject to a well-defined bail-in resolution process, given
their small size, limited complexity, and low systemic importance as
stand-alone entities. We believe that group support is the strongest
external support element for cooperative institutions, including
Takarekbank.

RELATED CRITERIA

• Criteria - Financial Institutions - General: Methodology For Assigning
Financial Institution Resolution Counterparty Ratings, April 19, 2018

• Criteria - Financial Institutions - General: Risk-Adjusted Capital
Framework Methodology, July 20, 2017

• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings
, April 7, 2017

• General Criteria: Guarantee Criteria, Oct. 21, 2016
• Criteria - Financial Institutions - Banks: Bank Rating Methodology And
Assumptions: Additional Loss-Absorbing Capacity, April 27, 2015

• General Criteria: Group Rating Methodology, Nov. 19, 2013
• General Criteria: Ratings Above The Sovereign--Corporate And Government
Ratings: Methodology And Assumptions, Nov. 19, 2013

• Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rating Banks Globally: Methodology And Assumptions, July 17, 2013
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• Criteria - Financial Institutions - Banks: Banks: Rating Methodology And
Assumptions, Nov. 9, 2011

• Criteria - Financial Institutions - Banks: Banking Industry Country Risk
Assessment Methodology And Assumptions, Nov. 9, 2011

• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

RELATED RESEARCH
• Resolution Counterparty Ratings Jurisdiction Assessment For Croatia
Completed, July 16, 2018

• Resolution Counterparty Ratings Jurisdiction Assessment For Slovenia
Completed, July 16, 2018

• Resolution Counterparty Ratings Jurisdiction Assessment For Hungary
Completed, July 16, 2018

• Resolution Counterparty Ratings Jurisdiction Assessment For Poland
Completed, June 21, 2018

RATINGS LIST

New Rating

Country* Resolution counterparty rating (long term/short term)

OTP Bank PLC Hungary BBB-/A-3

OTP Mortgage Bank Hungary BBB-/A-3

Nova Ljubljanska Banka d.d. Slovenia BBB/A-2

Bank Polska Kasa Opieki S.A. Poland BBB+/A-2

mBank Poland BBB+/A-2

Zagrebacka banka dd Croatia BB+/--

*Country of domicile. For branches, this refers to the country where the parent company is incorporated.

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information. Complete ratings information is available to subscribers of
RatingsDirect at www.capitaliq.com. All ratings affected by this rating action
can be found on S&P Global Ratings' public website at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following S&P Global Ratings numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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