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Research Update:

Republic of Iceland, HFE, And Landsvirkjun
L-T Ratings Placed On CreditWatch Negative

Rationale

On April 1, 2008, Standard & Poor's Ratings Services placed its 'A+ long-term
foreign currency and ' AA' long-termlocal currency sovereign credit ratings on
the Republic of Iceland on CreditWatch with negative inplications. At the sane
time, the "A-1'" short-termforeign currency and ' A-1+ short-termloca
currency ratings on lceland, along with the ' AA+' transfer and convertibility
assessment on the sovereign, were affirmed.

In addition, Standard & Poor's placed its 'A+ |ong-termforeign currency
and ' AA-' long-termlocal currency issuer credit ratings on |budal anasj odur
(Housi ng Financing Fund), the state-owned enterprise for housing finance, and
st at e- owned and guar ant eed power conpany Landsvirkjun on CreditWatch with
negative inplications. The 'A-1' short-termforeign currency and 'A- 1+
short-termlocal currency ratings on |budal anasjodur and Landsvirkjun were
af firmed.

The CreditWatch placenments reflect our lack of information regarding the
I cel andi c governnent's official strategy on how to address the country's
i ncreasi ng econom c policy issues. These issues in large part stemfromthe
pressure on Ilceland s external funding, which may |ead to direct governnent
support of the lceland' s three |argest commercial banks--ditnir Bank
(A-/Watch Neg/ A-2), Landsbanki Islands (not rated), and Kaupthing Bank (not
rated).

Standard & Poor's ains to resolve the CreditWatch listings on the
sovereign and the two owned entities in the next tw weeks.

Ratings List

To From
Republic of Icel and
Foreign currency issuer credit rating
A+/ Watch Neg/ A-1 A+/ Negative/ A-1
Long-termlocal currency issuer credit rating
AA/ Wt ch Neg/ A- 1+ AA/ Negati vel/ A- 1+

| budal anasj odur
Foreign currency issuer credit rating
A+/ Wat ch Neg/ A-1 A+/ Negativel/ A-1
Local currency issuer credit rating
AA-/Wat ch Neg/ A-1+  AA-/ Negative/ A- 1+

Landsvi rkj un
Foreign currency issuer credit rating
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A+/ Wat ch Neg/ A-1 A+/ Negativel/ A- 1
Local currency issuer credit rating
AA/ WAt ch Neg/ A- 1+ AA/ Negati vel/ A- 1+

NB: This list does not include all ratings affected.

Additional Contact:
Sovereign Ratings;SovereignLondon@standardandpoors.com

Ratings information is available to subscribers of RatingsDirect, the

real -ti ne Web-based source for Standard & Poor's credit ratings, research, and
ri sk analysis, at ww. ratingsdirect.com It can also be found on Standard &
Poor's public Wb site at www. st andar dandpoors. cony sel ect your preferred
country or region, then Ratings in the left navigation bar, followed by Credit
Rati ngs Search. Alternatively, call one of the follow ng Standard & Poor's
nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice Hotline
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow (7) 495-783-4017. Menbers of the nedia
may al so contact the European Press Ofice via e-mail on:

nmedi a_eur ope@t andar dandpoor s. com
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