FitchRatings

Global Bank Rating Trends: 2H19

Rating Trends Stay Positive: Fitch Ratings changed 797 bank Issuer Default Ratings (IDRs) in
2H19, up from 64 in 1H19. The number of downgrades (33) remained broadly stable while the
number of upgrades (46) increased significantly and was well above the historical mean. Unlike in
previous periods, 2H19 rating trends were positive both in developed markets (DMs) and in
emerging markets (EMs), largely reflecting positive actions in EM Europe.

Russia, Ukraine Drive Many Upgrades: Over two thirds of upgrades in 2H19 took place in EM
Europe, underpinned by positive actions in Ukraine and Russia. Outside of these two countries,
upgrades were widely spread and we had upgrades in all regions except the Middle East and Africa
(MEA). About half of all upgrades globally were due to banks’ stronger standalone profiles as
expressed by their Viability Ratings (VRs). We have also upgraded 13 banks on higher probability
of institutional support and nine banks on higher probability of state support.

Downgrades in EM Americas, MEA: In 2H19, EM Americas and MEA accounted for all
downgrades in EMs but one, and for about 80% of all downgrades globally. Downgrades were
concentrated in Turkey and Argentina where they followed sovereign rating actions. The majority
of downgrades were driven by market-wide weaknesses in respective countries. Bank-specific
developments caused a quarter of all downgrades, mainly in DM Europe and DM Americas.

HSBC Downgraded: In December 2019, Fitch downgraded HSBC Holdings plc to ‘A+. HSBC'’s
international network positively differentiates the group from other highly rated banks in terms of
franchise, business model and through-the-cycle earnings capacity. However, the lowering of its
return targets and the expected material restructuring of two core business units has, in our view,
highlighted weaknesses in the stability of HSBC’s business model and the earnings capacity of the
group’s geographic footprint thatis inconsistent with a VR of ‘aa-’.

UK Banks Off RWN: In December 2019, Fitch removed the Rating Watch Negative (RWN) on the
Long-Term IDRs of 19 UK banking groups reflecting the reduced short-term risk of a disruptive
‘no-deal’ Brexit. The Outlooks on most UK banks are now Stable, despite the Negative Outlook on
the UK sovereign. This reflects our view that these banks’ ratings would remain resilient to a
moderate deterioration in UK economic growth. Most UK banks are well-capitalised, with
impaired loans at cyclical lows, and with sound liquidity buffers.

Outlook Balance Improved, but Remains Negative: The Outlook balance has benefited from the
stabilisation of Outlooks on Turkish banks and the removal of the RWN on UK banks. However,
the share of Negative Outlooks (13%) still materially exceeds the share of Positive Outlooks (5%).
EM Americas and MEA remain the regions with the most negative Outlook balance and together
account for 54% of all Negative Outlooks in the sample.

?The report’s sample covers entities with bothan DR and a VR, and includes only one entity per banking group per country.
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Global Banks Outlook/Watch Drivers of IDRs
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DM Banks: Few but Mostly Positive Actions, Earnings Drive Outlook Revisions

Out of 12 DM bank upgrades in 2H19, five were in the US. In three of these cases, the upgrades
reflected our positive view on the banks’ operating performance and execution against stated
goals (supported, in one case, by above-peers capital ratios and strong asset quality). Out of five
upgrades in DM Europe, three were driven by stronger asset quality (upgrades in Ireland, Portugal
and Spain). We also upgraded two banks in Taiwan on improvements in their franchise and risk
appetite. The downgrades of HSBC and its subsidiaries accounted for three out of a total of six DM
downgrades. We also downgraded two EMEA-focused trade finance banks, in one case due to
weakened institutional support and in the other case due to the erosion of its capital ratios.

The share of Negative Outlooks reduced to 11% at end-2019 but remains above that of Positive
Qutlooks (5%). Profitability was one of the main drivers for Outlook revisions. Increased earnings
pressure and limited rating headroom have led to Negative Outlook revisions on Commerzbank
and Nordea. Similarly, we have revised to Negative the Outlook on Mitsubishi UFJ Financial Group
to reflect the challenges it faces in restoring profitability in an unsupportive environment.
Expected earnings developments also contributed to Outlook revisions on two large regional US
banks (in one case to Positive,and in another to Negative).
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EM Banks: Improved but Still Negative Outlook Balance

Fitch upgraded 34 and downgraded 27 banks in EMs. Sovereign actions and developments in EM
countries’ operating environments remained the main reasons behind rating actions in 2H19.
These led to upgrades of 15 banks included in the sample in Russia, seven in Ukraine and one in
Serbia, and to downgrades in Turkey (12), Argentina (six), Bolivia (two), Lebanon (two) and Saudi
Arabia (two). We have upgraded five other banks in Russia where upgrades were driven by
strengthened franchises or business models coupled with supportive financial metrics (four), or
due to stronger parent support ability (one). In China, we upgraded one mid-tier bank due to its
increased systemic importance. In December 2019, we downgraded two rated Lebanese banks to
‘Restricted Default’ due to the introduction of regulatory measures, which impede their ability to
service foreign currency deposits in full compliance with original terms.

The share of Positive Outlooks was stable in 2H19 at 5% while the share of Negative Outlooks
(14%) declined to its lowest level in the past five years. The latter reflected the stabilisation of
Outlooks on most Turkish banks, which more than offset sovereign-driven Outlook revisions in
South Africa and Nigeria. The decline in the share of Negative Outlooks also reflected the higher
share of banks without an Outlook (3%) following downgrades in Argentina and Lebanon, as
Outlooks are typically not assigned to banks rated in the ‘CCC’ range and below.
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Links to Related Rating Action Commentaries - IDR Changes

DM Americas

Canada Fitch Downgrades Central 1's Long-Term IDR to 'A-'; Removes Rating Watch Negative;

Outlook Stable (November 2019)

Fitch Downgrades HSBC Bank Canada's Long-Term IDR to 'A+'; Remains on Rating Watch

Negative (December 2019)

USA Fitch Upgrades CVB Financial Corp. to 'BBB+'; Outlook Revised to Stable (August 2019)

Fitch Upgrades Ally Financial to 'BBB-'; Outlook Revised to Stable (August 2019)

Fitch Upgrades Amerant Bancorp Inc. to 'BB+'; Outlook Revised to Stable (September 2019)
Correction: Fitch Upgrades CIT Group Inc. to 'BBB-'; Outlook Revised to Stable (November 2019)
Fitch UpgradesZions Bancorporation,N.A.to 'BBB+'; Outlook Revised to Stable (November 2019)

DM Asia & Australia

Taiwan Fitch Upgrades Jih Sun Financial Holding and Subsidiaries to 'BBB-'; Outlook Stable (July 2019)
Fitch Upgrades SinoPac Financial, Bank SinoPac, Bank SinoPac (China) (September 2019)

DM Europe

Austria Fitch Upgrades 2 Sberbank European Subsidiaries Following Parent Upgrade (August 2019)

France Fitch Downgrades HSBC France to'A+'; Maintains RWN on Similar Action on Parent
(December 2019)

Ireland Fitch Upgrades AIB Group to 'BBB'and AIB to 'BBB+'; Outlook Stable (October 2019)

Italy Fitch Downgrades Banca UBAE to 'B+'; Outlook Stable (July 2019)

Malta Fitch Downgrades Fimbank to 'BB-'; Outlook Stable (July 2019)

Netherlands Fitch Upgrades KAS BANK to 'A+'on CACEIS Acquisition; Outlook Stable (October 2019)

Portugal Fitch Upgrades Caixa Geral de Depositos to 'BB+'; Outlook Stable (October 2019)

Spain Fitch Upgrades Caja Rural del Sur to 'BBB+'; Outlook Stable (July 2019)

UK Fitch Downgrades HSBC Holdings to 'A+'; Maintains Rating Watch Negative (December 2019)

EM Americas

Argentina
Fitch Reviews Seven Argentine Fls After Sovereign Downgrade (September 2019)

Fitch Downgrades Banco de la Ciudad de Buenos Aires' IDRs Following City of Buenos Aires

Downgrade (September 2019)

Bolivia Fitch Downgrades Bolivian Banks Following Sovereign Rating Downgrade; Outlook Negative

(November 2019)
Brazil Fitch Upgrades Banrisul's Ratings to 'BB-'and 'A+(bra)' (July 2019)

Fitch Reviews The Ratings of Argentine Fls after Sovereign Downgrade (August 2019)
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Fitch Upgrades Industrial Bank to 'BBB-'; Affirms Five Chinese Mid-Tier Banks (August 2019)

Fitch Upgrades 3 Hungarian OTP Subsidiaries (July 2019)

Fitch Upgrades Halyk Bank Georgia to 'BB'; Outlook Positive (December 2019)

Fitch Upgrades 21 Russian and Russian-owned Financial Institutions on Sovereign Upgrade
(August 2019)

Fitch Upgrades Halyk, Revises Outlook on Forte to Positive, Affirms 3 Other Kazakh Fis
(December 2019)

Fitch Downgrades mBank to 'BBB-' on Sale Announcement; on Rating Watch Positive
(October 2019)

Fitch Upgrades 3 Hungarian OTP Subsidiaries (July 2019)

Fitch Upgrades 21 Russian and Russian-owned Financial Institutions on Sovereign Upgrade
(August 2019)

Fitch Upgrades Four Russian Regional Banks (August 2019)

Fitch Upgrades National Clearing Centre's LTFC IDR to 'BBB'; Affirms VR at'bbb' (August 2019)
Fitch Upgrades Locko-bank; Affirms 3 Mid-Sized Russian Banks (August 2019)

Fitch Upgrades SDM-Bank to 'BB'; Outlook Stable (September 2019)

Fitch Upgrades Expobank to 'BB-'; Outlook Stable (September 2019)

Fitch Upgrades Sovcombankto'BB+'; Rates Upcoming Tier 2 Eurobond 'BBEXP)' (September 2019)
Fitch Upgrades Tinkoff to 'BB'; Affirms Home Credit and OTP (October 2019)

Fitch Upgrades Asian-Pacific Bank to'B'; Outlook Stable (October 2019)

Fitch Upgrades Uralsib to 'BB-'; Outlook Stable (November 2019)

Fitch Upgrades Russia-based Unicredit to 'BBB'/Negative; Affirms 3 Other Russian Foreign-
owned Banks (December 2019)

Fitch Upgrades ProCredit Bank ad Beograd to 'BBB-'; Outlook Stable (October 2019)

Fitch Upgrades 7 Ukrainian Banks on Sovereign Rating Change (September 2019)

Fitch Downgrades Lebanon's Bank Audi to 'CCC' (September 2019)

Fitch Downgrades Lebanon's Byblos Bank to 'CCC'(September 2019)

Fitch Downgrades Lebanon's AudiBank to 'CCC-'; on Negative Watch (October 2019)
Fitch Downgrades Lebanon's Byblos Bank to 'CCC-'; on Negative Watch (October 2019)
Fitch Downgrades Lebanese Banks to 'RD' (December 2019)

Fitch Downgrades Two Saudi Banks Following Sovereign Downgrade (October 2019)
Fitch Downgrades Sekerbank to 'B-'; Outlook Negative (July 2019)

Fitch Downgrades 14 Turkish Banks; Outlook Negative (July 2019)

Fitch Downgrades Takasbank to 'BB-'/Negative on Sovereign Rating Action (July 2019)
Fitch Downgrades HBME to 'A+'; Maintains on RWN (December 2019)
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Links to Related Rating Action Commentaries (Cont.) - Outlook Changes

DM Americas

Canada Fitch Affirms HSBC Bank Canada's Long-Term IDR; Removes RWN (December 2019)
USA Fitch Affirms Banesco USA at 'BB-'; Outlook Revised to Positive (September 2019)

Fitch Affirms Citizens Financial at 'BBB+'; Outlook Positive (December 2019)

Fitch Affirms Comerica Incorporated at 'A'; Outlook Revised to Negative (December 2019)
Fitch Affirms Regions Financial Corporation at 'BBB+'; Outlook Revised to Positive (December 2019)

DM Asia & Australia

Australia Fitch Revises ANZ's Outlook to Negative; Affirms Ratings at 'AA-' (July 2019)
Fitch Revises WBC's Outlook to Negative; Affirms Ratings at 'AA-' (July 2019)

Japan Fitch Revises MUFG's Outlook to Negative; Affirms Ratings (October 2019)

New Zealand Fitch Revises ANZ's Outlook to Negative; Affirms Ratings at 'AA-' (July 2019)
Fitch Revises WBC's Outlook to Negative; Affirms Ratings at 'AA-' (July 2019)

Fitch Revises Outlook on Nelson Building Society to Stable; Affirms at 'BB+' (December 2019)

Taiwan Fitch Revises Outlook on Taishin Holdco and Taishin Securities to Stable; Affirms Taishin
Group (July 2019)

DM Europe

Finland Fitch Revises Nordea's Outlook to Negative; Affirms at 'AA-' (November 2019)

France Fitch Affirms HSBC France at'A+'; off Rating Watch Negative; Outlook Stable (December 2019)

Germany Fitch Revises Commerzbank's Outlook to Negative; Affirms IDR at 'BBB+' (October 2019)

Ireland Fitch Affirms 19 UK Banking Groups; off RWN (December 2019)

Italy Fitch Revises Rating Watch on Carige to Positive on Capital Increase Approval (September 2019)

Malta Fitch Revises Bank of Valletta's Outlook to Negative; Affirms IDR at 'BBB' (October 2019)

Netherlands Fitch Revises ABN AMRO's Outlook to Negative; Affirms at 'A+' (October 2019)

Fitch Revises the Outlook on Rabobank to Negative; Affirms at 'AA-' (October 2019)
Portugal Fitch Revises Banco Comercial Portugues' Outlook to Positive; Affirms at 'BB' (October 2019)

Switzerland  Fitch Affirms EFG International at'A'; Revises Outlook to Stable (July 2019)
UK Fitch Affirms 19 UK Banking Groups; off RWN (December 2019)
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Fitch Affirms BMG's IDRs at 'B+' and Revises Outlook to Positive; National Rating Upgraded
(November 2019)

Fitch Revises Three Ecuadorian Banks To Outlook Stable Following Sovereign Action (August 2019)
Fitch Affirms Bladex's IDR at 'BBB+'; Outlook Revised to Negative (July 2019)

Fitch Affirms Bogota at 'BBB'; Outlook Remains Negative; Multibank and MFG on Positive
Watch (November 2019)

Fitch Affirms RCBC at 'BB+', off RWN; Outlook Stable (July 2019)

Fitch Upgrades Thai EXIM's ST Rating to 'F1'; Revises Outlooks on EXIM, IBANK and KTB to
Positive (July 2019)

Fitch Revises Outlook on TMB Bank to Positive; Affirms at 'BBB-' (September 2019)

Fitch Revises Outlooks on Bank of Ayudhya and EASY BUY to Negative; Affirms Ratings
(November 2019)

Fitch Revises Outlook on Russia's Alfa-Bank to Positive; Affirms at 'BB+' (October 2019)

Fitch Revises Outlook on FBNH to Stable; Affirms at 'B-' (October 2019)

Fitch Revises Outlook on 4 Nigerian Banks to Negative on Sovereign Action (December 2019)
Fitch Revises Outlook on South African Banks to Negative Following Sovereign Outlook
Revision (August 2019)

Fitch Revises Outlook on Arap Turk to Negative; Affirms at 'B+' (July 2019)

Fitch Revises 20 Turkish Banks' Outlooks to Stable on Sovereign Change (November 2019)
Fitch Revises Takasbank's Outlook to Stable following Sovereign Action; Affirms at 'BB-'
(November 2019)

Fitch Revises YKB's Outlook to Negative On Planned Ownership Change (December 2019)
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