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PRESS RELEASE 

DBRS Morningstar Revises Rabobank’s Trend To Negative from
Stable, Conrms AA/R-1 (high)
BANKING ORGANIZATIONS

DBRS Ratings GmbH (DBRS Morningstar) conrmed the Long-Term Issuer Rating of Coöperatieve Rabobank U.A’s (Rabobank or

the Group) at AA and the Short-Term Issuer Rating at R-1 (high). The trend on all ratings has been changed to Negative from Stable.

The support assessment remains SA3 and the Intrinsic Assessment (IA) was maintained at AA. See the full list of ratings at the end

of this press release.

KEY RATING CONSIDERATIONS

The change of the trend to Negative on Rabobank’s ratings reects our view that the scale of economic and market disruption

resulting from the coronavirus (COVID-19) pandemic is negatively affecting the Group’s operating environment. This will translate in

lower revenues and higher loan loss provisions in 2020 for the Group, on the back of protability and efciency levels that are

already modest relative to similarly rated peers. 

The conrmation of Rabobank’s Long-Term Issuer rating at AA takes into account the Group’s robust regulatory capital position and

substantial cushions over minimum regulatory requirements which should withstand the impact of expected asset quality

deterioration. The ratings continue to reect the Group’s very strong retail and commercial franchise in the Netherlands, as well as

its global franchise in food & agriculture nancing. 

The implications for the medium to long-term will depend on the evolution of the outbreak, the length of the economic shutdown, as

well as the transition phase of the recovery. Downward rating pressure would intensify should the crisis be prolonged.

RATING DRIVERS

An upgrade of the Long-Term Issuer rating is unlikely given the change in trend and the already high rating level. A return of the

trend to Stable would require a material improvement in protability metrics, whilst maintaining a low risk prole and robust capital

levels.

A downgrade of the Long-Term Issuer Rating could arise if protability and asset quality metrics deteriorate signicantly, despite

mitigating initiatives. A signicant reduction of capital cushions would also add negative rating pressure.

RATING RATIONALE 

We expect the economic consequence resulting from the COVID-19 pandemic in a very low interest rate environment will translate

into lower revenues and high loan loss provisions for the remainder of 2020 and 2021. Nevertheless, DBRS Morningstar views

Rabobank’s leading market positions in the Netherlands, as well as its global franchise in food & agriculture nancing, along with

ample capital cushions, as mitigating factors. 



Operating revenues are expected to weaken in spite of currently high levels of wholesale lending activity, partly due to lower

volumes later in the year as well as ongoing pressure on net interest income from the ultra-low interest rates. While DBRS

Morningstar recognises that costs are being proactively managed, the cost-income ratio is likely to remain above 60%, and the

Group’s ROE target remains at a low range of 6-7%, but still might not be met by the Group. Based on Rabobank’s April 2020

macroeconomic scenario, loan impairment charges are expected to be around EUR 2 billion in 2020, up from EUR 1 billion in

2019. This compares to the Group’s IBPT of EUR 3.6 billion in 2019. However, a potential downwards revision of macroeconomic

scenarios could result in higher provision estimates.

In response to the COVID-19 outbreak, the Dutch authorities introduced several measures to support corporate and retail

customers, including the introduction of debt moratoriums. Rabobank has also taken steps to support customers affected by

COVID-19 both inside and outside the Netherlands through measures such as deferrals of loan repayments, new liquidity facilities

and waivers and/or loosening of existing covenants. At end-March 2020, the Group’s NPL ratio, under the EBA denition, was 2.7%

- down from 3.0% at end-2019, and the Group’s domestic residential mortgage lending, which accounts for approximately half of

the private sector loan book, had a very low NPL ratio of 0.86% at end Q1 2020, partly offset by higher NPLs in the wholesale

business. At the same time, Rabobank is anticipating a potentially substantial increase on its NPL ratio, notably in the more volatile

wholesale segment. The measures by the Dutch government as well as the Group’s own measures are likely to absorb some of the

negative impact of the COVID-19 crisis in 2020, but it is uncertain if these measures will prevent the build-up of new NPLs. Based

on its current macroeconomic scenario, Rabobank is now expecting an annualised cost of risk of 50 bps for 2020, which represents

more or less double the Group’s through-the-cycle run rate of 20-25 bps. 

A key consideration for the conrmation of the ratings is Rabobank’s strong capital position with signicant cushions over regulatory

minimum requirements to date. As of 1 January 2020, Rabobank reported a pro-forma CET1 ratio of 16.7% (adjusted for the

removal of macro prudential measures regarding the introduction of a mortgage risk weight oor, which was originally expected to

be activated in the Netherlands in autumn 2020), signicantly above the minimum SREP requirement of 11.81% as of end-2019.

In 2020, SREP capital requirements equaled 10.02% as the European Central Bank and the Dutch Central Bank introduced various

measures in response to the COVID-19 pandemic, including the lowering of Rabobank’s systemic risk buffer, and the

countercyclical buffer. Rabobank still expects RWA ination of around 25% as a result of the nalisation of Basel III rules, which has

now been postponed by one year to January 2023 with a transition period of 5 years.

ESG CONSIDERATIONS 

A description of how DBRS Morningstar considers ESG factors within the DBRS Morningstar analytical framework and its

methodologies can be found at: https://www.dbrsmorningstar.com/research/357792.

The Grid Summary Grades for Coöperatieve Rabobank U.A. are as follows: Franchise: Very Strong/ Strong; Earnings Power: Strong/

Good, Risk Prole: Strong; Funding/Liquidity: Very Strong/Strong; Capitalisation: Strong

Notes:

All gures are in EUR unless otherwise noted. 

The principal methodology is the Global Methodology for Rating Banks and Banking Organisations (11 June 2019) https://

www.dbrsmorningstar.com/research/346375/global-methodology-for-rating-banks-and-banking-organisations.

The sources of information used for this rating include Rabobank’s FY19 debt investor presentation, Rabobank’s Webcast

“Covid-19 Update”, Rabobank’s Annual Report for 2019, Rabobank’s FY19 Results Press Release and Earnings Transcript, De

Nederlandsche Bank (Dutch Central Bank), and S&P Global Market Intelligence. DBRS Morningstar considers the information

available to it for the purposes of providing this rating to be of satisfactory quality.

https://www.dbrsmorningstar.com/research/357792.
https://www.dbrsmorningstar.com/research/346375/global-methodology-for-rating-banks-and-banking-organisations.
https://www.dbrsmorningstar.com/research/346375/global-methodology-for-rating-banks-and-banking-organisations.


DBRS Morningstar does not audit the information it receives in connection with the rating process, and it does not and cannot

independently verify that information in every instance. 

Generally, the conditions that lead to the assignment of a Negative or Positive trend are resolved within a 12-month period. DBRS

Morningstar's outlooks and ratings are under regular surveillance.

For further information on DBRS Morningstar historical default rates published by the European Securities and Markets Authority

(ESMA) in a central repository, see: http://cerep.esma.europa.eu/cerep-web/statistics/defaults.xhtml.

The sensitivity analysis of the relevant key rating assumptions can be found at: http://www.dbrsmorningstar.com/research/361437

Ratings assigned by DBRS Ratings GmbH are subject to EU and U.S. regulations only.

Lead Analyst: Sonja Forster, Vice President – Global FIG

Rating Committee Chair: Elisabeth Rudman, Managing Director - Global FIG 

Initial Rating Date: May 16, 2001

Last Rating Date: October 30, 2019
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For more information on this credit or on this industry, visit www.dbrsmorningstar.com.
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Date Issued Debt Rated Action Rating Trend Issued

26-May-20 Long-Term Issuer Rating
Trend

Change
AA Neg EU  

26-May-20 Short-Term Issuer Rating
Trend

Change
R-1 (high) Neg EU  

26-May-20 Long-Term Senior Debt
Trend

Change
AA Neg EU  

26-May-20 Short-Term Debt
Trend

Change
R-1 (high) Neg EU  

26-May-20 Short-Term Deposits
Trend

Change
R-1 (high) Neg EU  

http://cerep.esma.europa.eu/cerep-web/statistics/defaults.xhtml.
http://www.dbrsmorningstar.com/research/361437


Date Issued Debt Rated Action Rating Trend Issued

26-May-20 Long Term Critical Obligations Rating
Trend

Change
AAA Neg EU  

26-May-20 Short Term Critical Obligations Rating
Trend

Change
R-1 (high) Neg EU  

26-May-20 Long-Term Deposits
Trend

Change
AA Neg EU  

ALL DBRS RATINGS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DISCLAIMERS AND

LIMITATIONS. ADDITIONAL INFORMATION REGARDING DBRS RATINGS, INCLUDING DEFINITIONS, POLICIES AND

METHODOLOGIES, ARE AVAILABLE ON WWW.DBRS.COM.
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The DBRS group of companies consists of DBRS, Inc. (Delaware, U.S.)(NRSRO, DRO afliate); DBRS Limited (Ontario, Canada)(DRO, NRSRO afliate); DBRS

Ratings GmbH (Frankfurt, Germany)(CRA, NRSRO afliate, DRO afliate); and DBRS Ratings Limited (England and Wales)(CRA, NRSRO afliate, DRO afliate).

Morningstar Credit Ratings, LLC is a NRSRO afliate of DBRS, Inc. For more information on regulatory registrations, recognitions and approvals of DBRS group of

companies and Morningstar Credit Ratings, LLC, please see: http://www.dbrsmorningstar.com/research/highlights.pdf. 

The DBRS group and Morningstar Credit Ratings, LLC are wholly-owned subsidiaries of Morningstar, Inc.© 2020 Morningstar. All Rights Reserved. 

The information upon which DBRS ratings and other types of credit opinions and reports are based is obtained by DBRS from sources DBRS believes to be reliable.

DBRS does not audit the information it receives in connection with the analytical process, and it does not and cannot independently verify that information in every

instance. The extent of any factual investigation or independent verication depends on facts and circumstances. DBRS ratings, other types of credit opinions,

reports and any other information provided by DBRS are provided “as is” and without representation or warranty of any kind. DBRS hereby disclaims any

representation or warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, tness for any particular purpose or non-infringement

of any of such information. In no event shall DBRS or its directors, ofcers, employees, independent contractors, agents and representatives (collectively, DBRS

Representatives) be liable (1) for any inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting therefrom, or (2) for any

direct, indirect, incidental, special, compensatory or consequential damages arising from any use of ratings and rating reports or arising from any error (negligent or

otherwise) or other circumstance or contingency within or outside the control of DBRS or any DBRS Representative, in connection with or related to obtaining,

collecting, compiling, analyzing, interpreting, communicating, publishing or delivering any such information. No DBRS entity is an investment advisor. DBRS does not

provide investment, nancial or other advice. Ratings, other types of credit opinions, other analysis and research issued or published by DBRS are, and must be

construed solely as, statements of opinion and not statements of fact as to credit worthiness, investment, nancial or other advice or recommendations to purchase,

sell or hold any securities. A report with respect to a DBRS rating or other credit opinion is neither a prospectus nor a substitute for the information assembled,

veried and presented to investors by the issuer and its agents in connection with the sale of the securities. DBRS may receive compensation for its ratings and

other credit opinions from, among others, issuers, insurers, guarantors and/or underwriters of debt securities. DBRS is not responsible for the content or operation

of third party websites accessed through hypertext or other computer links and DBRS shall have no liability to any person or entity for the use of such third party

websites. This publication may not be reproduced, retransmitted or distributed in any form without the prior written consent of DBRS. ALL DBRS RATINGS AND

OTHER TYPES OF CREDIT OPINIONS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DISCLAIMERS AND LIMITATIONS AT

http://www.dbrsmorningstar.com/about/disclaimer. ADDITIONAL INFORMATION REGARDING DBRS RATINGS AND OTHER TYPES OF CREDIT OPINIONS,

INCLUDING DEFINITIONS, POLICIES AND METHODOLOGIES, ARE AVAILABLE ON http://www.dbrsmorningstar.com. 
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