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OVERVI EW

* Aholistic review of the Liechtenstein-based private banks LGI Bank and
VP Bank has led us to positively reassess their business positions,
reflecting the banks' sizable net asset inflows and sound financi al
per f or mance.

« W are therefore upgrading VP Bank to ' A/A-1" from'A- /A 2" and assigning
a stabl e outl ook.

e In addition, we are revising our outlook on LGT Bank to positive from
stable, and affirming our ratings at 'A+ A-1'.

FRANKFURT (S&P d obal Ratings) May 17, 2018--S&P d obal Ratings today took the
following rating actions on two system cally inportant Liechtenstein banks:

e VP Bank was upgraded to 'A/A-1'" from'A-/A-2', and assigned a stable
out | ook; and

e The outl ook on LGI Bank was revised to positive fromstable, and the
ratings were affirnmed at ' A+ A-1'.

Qur recent review of VP Bank and LGT Bank showed that both banks denonstrated
a strong business devel opnent over 2017, reflected in sizable net asset
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i nfl ows and sound financial perfornance. W believe that both banks are

wel | -positioned to cope with the increased gl obal tax transparency and
conpetition that currently characterizes the operating environment. Both VP
Bank and LGT Bank have strengthened their franchise in their conpetitive
segnents and have sufficient capacity to further invest in additional IT,
advisory infrastructure, and additional client advisors. Mreover, we expect
both banks to be active players in the ongoi ng consolidation of Europe's
private banking i ndustry.

W observe that European private banks benefitted fromrising gl obal wealth,

i ncreased client trading activities, and strong i nvestnent perfornance. At the
same time, the outflow of client assets, driven by the introduction of the
automati c exchange of information, has materially sl owed.

As a result, we reassessed the business position of VP Bank to noderate from
weak, and that of LGT Bank to strong from adequate, reflecting bank-specific
devel opnents and their relative strengths and achi everents conpared wth
peers, as outlined bel ow.

VP Bank AG

The upgrade reflects VP Bank's inproved franchi se and denonstrated busi ness
stability, pronpting us to positively reassess its business position as
noder at e.

Over 2017, VP Bank recorded net assets inflows of Swiss france (CHF) 1.9
billion (approximately €1.6 billion), thus reversing the trend of net assets
outflows over the previous five years. W assune nost of these outflows are
related to the increasing global tax transparency and Liechtenstein's
conmitment to international cooperation. W expect VP Bank will growits
assets under managerment (AUM both organically and through acquisitions, while
strengthening its position as a niche player in the global private banking
sector. W expect organic net new noney growh of CHF1 billion-CHF2 billion
annual ly in 2018-2019.

At the same time, we expect VP Bank to nmaintain sound profitability netrics
while continuing to invest inits IT infrastructure and additional client

advi sors. Despite net asset outflows and nargin pressure, VP Bank has
consistently grown its operating revenues over the past five years, mainly on
t he back of the higher AUM base thanks to nmergers and acqui sitions and the
favorabl e market environnent. Furthernore, interest incone increased markedly
t hrough the expansion in Lonbard | ending and donestic retail I|ending.
Successful efforts to contain operational costs inproved its cost-to-income
ratio to 67%in 2017 froma high of 79%in 2014.

Wth total assets of CHF12.8 billion on Dec. 31, 2017, VP Bank is the
third-largest bank in Liechtenstein. W expect VP Bank will continue to focus
on its core conpetencies in private banking and internediaries business inits
target markets in Liechtenstein, Switzerland, Gernmany, Luxenbourg, Russia,
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Ukrai ne, and select Asian countries, as well as on retail and commercia
banking in Liechtenstein. This will allow the bank to gradually inprove
efficiency and to strengthen its business stability, in our view Although we
expect the bank will attract newclients in its core markets, it will renmain a
ni che player in a global context. This sonewhat wei ghs on our assessnent of
its business position despite the recent inprovenents.

In our view, VP Bank successfully executed its strategic decisions, including
t he acquisitions of HSBC Luxenbourg's private banking activities and rel ated
fund business in 2013 and Centrum Bank in Liechtenstein in 2015. This

strengt hened the bank's core operations and contributed positive synergy
effects. Also, the focus on its defined client segments and its internediary
busi ness, as well as specifying target narkets, contributed to an inproved
oper ational perfornance.

We expect VP Bank to be in a position to continue its profitable growh,
supported by a |l ess favorable market environment as well as the bank's stable
and | ong-standi ng custonmer base. However, simlar to other private banks, VP
Bank's business stability will remain sensitive to overall market environnment
and client activity.

We anticipate that it will be difficult for VP Bank to achieve a strong brand
awareness sinmlar to its nmainly Liechtenstein- and Switzerl and-based peers.
Consequently, the absolute volume of managed assets and net new nobney
generation will continue to lag that of larger private bank peers.

QUTLOOK

The stable outlook on VP Bank reflects our viewthat the bank will further
invest in its current franchise, supporting net new noney growth and sound
financi al perfornmance.

We coul d consider a positive rating action if we believed that VP Bank had
built a buffer of bail-in-able capital that protects senior unsecured
creditors should the bank becone nonviable. The size and sustainability of the
future additional |oss-absorbing capital (ALAC) buffer will depend on the

i ntroduction of |ocal mninmmrequirement for own funds and eligible
liabilities (MREL). W expect to have nore clarity on the | ocal MREL franework
wi thin the next 24 nonths.

A downgrade could occur if we noted that the bank's business position began to
weaken, reflected, for exanple, in a lack of organic growmh in AUMor in
deteriorating profitability. Al though renote, a sizable acquisition could
constrain the rating should it result in the risk-adjusted capital (RAC) ratio
dr oppi ng bel ow 15%

LGT Bank AG
The outl ook revision to positive is based on our expectation of LGI Bank's
i mproving risk-adjusted profitability supporting further capital build-up. W
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think that LGI Bank coul d achi eve stronger capital and earnings and an
i mproved risk position over the next 24 nonths.

We continue to regard as strong the stability of LGI Bank's private banking
and asset managenent franchise. In addition, we take into account LGT Bank's
record of organic growh in nanaged assets and the resulting robust financial
performance. We expect LGT Bank will denonstrate superior risk-adjusted
profitability and revenue stability conpared with peers in the nmediumterm

Thi s out perfornmance pronpted us to revise LGI Bank's business position to
strong, leading to a one-notch uplift in its stand-alone credit profile
(SACP), which we now assess at 'a+'. At the sanme time, we renoved the
one-notch uplift we had previously included in the issuer credit rating.

LGT Bank's strong business position is based on the bank's standing as the

| eading financial institution in Liechtenstein, its well-established

i nternational franchise, and the resulting stronger-than-peers' operationa

and financial perfornances. W al so consider LGT Bank's l|oyal client base. LGT
Bank has generated strong net asset inflows, despite the reputational risks

i nherent to private banki ng.

LGT Group, with total assets of CHF41.9 billion as of end-2017, derives about
75% of its operating earnings fromprivate banki ng and about 25% from asset
management, a split we envisage the bank will maintain. In our view, LGT Bank
continues to show a strong ability to attract new custoners. The group has
continuously increased asset gathering and reported assets under

adm ni stration of CHF201.8 billion as of year-end 2017, versus CHF99.5 billion
at year-end 2012. The strong growth over the past five years included CHF53
billion fromorganic growmh in addition to the benefits from acquisitions and
asset appreciation. This underpins LGT Bank's strong record of net new noney
generation and the smooth integration of acquisitions.

Furthernore, a key feature of LGT Bank's business proposition continues to be

the co-investment product known as the "Princely Portfolio," which has been an
i mportant tool in creating custonmer loyalty and aligning the bank's interests

with those of its clients.

We consider that LGT Bank has successfully adapted its business nodel to
changes in the regulatory framework and hei ghtened conpetition, especially in
Europe. That said, LGT Bank is progressively expanding in markets outside
Europe, with a presence in 20 locations in the Americas, Asia, and the Mddle
East, as well as Europe. W anticipate annual net new nobney generation of
around CHF10 billion in 2018-2019, particularly reflecting growh in Asia, the
M ddl e East, and Latin Anerica.

VWil e the ABN Asia acquisition squeezed the bank's capitalization, we expect

capital ratios to recover in the comng 12 nonths. The bank's RAC rati o stood
at 8.6% as of year-end 2017, versus 10.0%in 2016.
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QUTLOK

The positive outl ook on LGT Bank reflects the potential for a stronger
assessnment of its conbined capital and earnings and risk position over the
next 24 nonths.

An upgrade could arise if increased earnings potential, follow ng the strong
growth of recent years, resulted in earnings retention that pushes our RAC
rati o above 10% This would al so depend on the devel opnent of narket risk from
its on-bal ance Princely Portfolio.

Wil e the size and sustainability of the bank's future ALAC buffer is not a
mai n driver of a possible upgrade, we could consider a positive rating action
if we anticipated LGI Bank had accunul ated sufficient bail-in-able capital to
protect senior unsecured creditors should the bank becone nonvi able. W expect
to have nore clarity on the local MREL framework and the inplications for LGT
Bank's ALAC buffer within the next 24 nonths.

We could revise the outlook to stable if devel opnents in nmarket risk fromthe
Princely Portfolio, |ower earnings, or higher distributions kept the RACratio
fromrising significantly above 10% W could also revise the outlook to
stable if the bank experienced major performance, risk, or integration
setbacks fromits ABN Asia acquisition

POTENTI AL EFFECTS OF NEW CRI TERI A

On April 19, 2018, we published new criteria for assigning resolution
counterparty ratings (RCRs) to certain financial institutions. W consider
that there is an effective resolution reginme in Liechtenstein, and that an RCR
may be relevant to LGl Bank and VP Bank under these criteria. In com ng weeks,
we will be review ng our analysis of the resolution regi ne across 26
countries, including Liechtenstein. This revieww |l identify liability
categories, if any, that are protected fromdefault risk by structural or
operational features of a given resolution franework. Upon conpletion of this
review, we may assign RCRs under our new criteria to banks located in

Li echtenstein, including LGT Bank and VP Bank.

RATI NGS SCORE SNAPSHOTS

To From
VP Bank AG
| ssuer Credit Rating Al Stable/ A-1 A-/ Positivel A-2
SACP a a-
Anchor a- a-
Busi ness Position Moderate (-1) Weak (-2)
Capital & Earnings Very strong (+2) Very strong (+2)
Ri sk position Adequat e (0) Adequat e (0)
Fundi ng & Average & Average &
Liquidity Adequat e (0) Adequat e (0)
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Suppor t

ALAC Support

GRE Support

Group Support
Sover ei gn Support

Addi ti onal Factors

LGT Bank AG
I ssuer Credit Rating

SACP
Anchor
Busi ness Position
Capital & Earnings
Ri sk Position
Fundi ng &
Liquidity

Suppor t

ALAC Support

GRE Support

G oup Support
Sover ei gn Support

Addi ti onal Factors

SACP- - St and- al one credit

RELATED CRI TERI A

e Criteria - Financial
Franewor k Met hodol ogy,

e Ceneral Criteria:
, April 7, 2017

e Criteria - Financial
Assunptions: Additiona
e CGeneral Criteria: Group Rating Methodol ogy, Nov. 19, 2013
e Criteria - Financial
Rati ng Banks d obal |l y: Methodol ogy And Assunptions
e Criteria - Financial

Assunpti ons, Nov.

« Criteria - Financial
Assessnment Met hodol ogy And Assunpti ons,

Institutions -
July 20, 2017
Met hodol ogy For

Institutions -

Institutions -

Institutions -
9, 2011
Institutions -

o O oo

A+/ Positivel A-1

a+

a_

Strong (+1)
Adequat e (0)
Strong (+1)
Aver age &
Adequat e (0)

o O oo

profile. ALAC -Additional

Cener al :

Banks:

o O oo

A+/ St abl e/ A-1

a
a_

Adequat e (0)
Adequat e (0)
Strong (+1)
Aver age &
Adequat e (0)

o O oo

Li nki ng Long- Term And Short-Term Rati ngs

Loss- Absor bi ng Capacity, Apri
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Banks:

Banks:

| oss-absorbi ng capacity.

Ri sk- Adj usted Capital

Bank Rating Methodol ogy And

Quantitative Metrics For
July 17, 2013
Banks: Banks: Rating Met hodol ogy And

Banki ng I ndustry Country Ri sk
Nov. 9, 2011
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e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

RELATED RESEARCH
» Met hodol ogy For Assigning Financial Institution Resolution Counterparty
Ratings, April 19, 2018

RATI NGS LI ST

* * % *x * *x * % * * *x * *x * * * VP Bank AG * * % *x * *x * * *x *

Upgr aded
To From
VP Bank AG
I ssuer Credit Rating Al Stable/ A1 A-/ Positivel A-2
Seni or Unsecur ed A A-

* * % *x % *x * *x * * *x * *x * *x * LG‘I’ Bank AG * * % *x * *x * % *

Qut |l ook Action; Ratings Affirnmed

To From
LGT Bank AG
| ssuer Credit Rating A+/ Positivel A-1 A+/ Stabl e/ A-1
Seni or Unsecur ed A+ A+

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

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further

i nfornation. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. capitalig.com Al ratings affected by this rating action
can be found on S&P d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box |ocated in the |eft
colum. Alternatively, call one of the follow ng S& d obal Ratings 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.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MAY 17,2018 7



Copyright © 2018 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional
information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MAY 17,2018 8



