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Research Update:

BB&T Corp. Downgraded To 'A' From 'A+';
Outlook Stable

Overview

* W see nore banking industry risk and increased earnings and
asset-quality pressure on BB&T.

* W have | owered our ratings on BB&T Corp

e W expect BB&T to energe fromthe credit cycle in sound financi al
condition and in a strong conpetitive position

Rating Action

On June 17, 2009, Standard & Poor's Ratings Services lowered its long-term
counterparty credit rating on BB&T Corp. to "A from'A+ . W also | owered our
counterparty credit rating on its |ead bank, Branch Banking & Trust Co. to
"A+/A-1' from'AA-/A-1+ . Both the hol ding company and the bank are renpved
from CreditWatch Negative, where they were placed May 4, 2009. The outl ook is
st abl e.

Rationale

Qur downgrade of BB&T is based on our expectation that asset quality and
earnings will remain under pressure through 2010 due to the weakness in the
| arge | oan book to regional hone builders. Neverthel ess, we expect BB&T to
continue to perform better than regi onal bank peers and to emerge fromthis
credit cycle with an inproved conpetitive position in its home narkets.

The downgrade is consistent with our review of U S. banks and our
reassessnment of industry risk within the financial services industry.
Specifically, we believe the banking system s credit outlook will continue to
deteriorate as a result of the tepid econom c environment and weak housing
mar ket s.

Tangi bl e capital ratios are strong and compare well to |arge bank peers'.
We expect capital ratios to continue to support the ratings. BB&T not only
passed the U. S. government's stress test, but also perforned well in our own
proprietary stress tests. In addition, the holding conpany has denobnstrated
its financial flexibility by raising $1.1 billion of compn equity and $1.0

billion of mediumterm notes, not guaranteed by the FDIC. BB&T is using the
proceeds to repay $3.1 billion of Troubled Asset Relief Program preferred
st ock.

BB&T' s credit issues emanate fromthe real estate-centric nature of its
core banking franchise, in our opinion. W estimate the highest risk segments
of BB&T's |oan portfolio, which total $21.6 billion, to be residential and
comerci al | and devel opnent and construction, nonprime nortgages, and home
equity loans and lines of credit in underperform ng regi ons of the southeast.
Wthin these sectors, the nost imediate risk is the $7.5 billion of |oans for

Standard & Poor’s RatingsDirect | June 17, 2009

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page.



Research Update: BB&T Corp. Downgraded To 'A' From 'A+'; Outlook Stable

t he devel opnent and construction of single-famly residential properties.
BB&T' s npdest presence in Florida limts this risk, in our view

Asset quality, which deteriorated sharply during the past 12 nonths, wll
likely continue to weaken in 2009. So far, BB&T's loan quality is relatively
better than the rest of the industry. The nonperform ng assets (NPA) ratio,
whi ch includes 90+ days past due, at 3.1%on March 31, 2009, is nuch higher
than in the past, but still below that of peers. W expect the NPAratio to
remai n el evated through 2010 as the conpany's strategy is to work with
borrowers and qui ckly take possession of real estate collateral. This
strategy, however, runs the risk of |eaving BB&T saddled with the costs of
holding a |arge portfolio of unnarketable properties if the real estate
mar kets continue to fall.

We expect higher |oan-1o0ss provisions and costs related to forecl osed
properties to put nore pressure on profitability through the remai nder of 2009
and into 2010. A variety of noninterest fee revenue--particularly insurance
conmi ssi ons--supports overall profitability nmetrics. Still, the ratings
consider a reduction in profitability through 2010.

Outlook

The stabl e outl ook incorporates our base-case scenario that BB&T' s asset
quality will continue to deteriorate in 2009, but our expectation that the
bank will remain profitable on a quarterly basis. If the housing narkets
deteriorate further such that the bank needs to take sizable charges to unl oad
repossessed properties, thereby generating net operating |osses, or if NPAs
increase materially relative to tangi ble common equity, we are likely to | ower
the ratings. Although we expect the bank to energe fromthe credit cycle
relatively unscathed, we do not see any ratings upgrade potential in the near
term

Related Research

e "Credit Stress Testing For Financial Institutions,” April 29, 2009

* "Ri sk- Adj usted Capital Framework For Financial Institutions," April 21
2009

e "Stress Testing U S. Financial Institutions," April 29, 2009
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To From

Branch Banki ng & Trust Co.
Counterparty Credit Rating A+/ St abl e/ A- 1 AA-/ Wat ch Neg/ A- 1+
Certificate OF Deposit

Local Currency A+l A-1 AA-/ Wat ch Neg/ A- 1+
Subor di nat ed A A+/ Wat ch Neg
Commer ci al Paper A1l A-1+/ Wat ch Neg
BB&T Cor p.
Seni or Unsecured A A+/ Wat ch Neg
Subor di nat ed A- A WAt ch Neg
BB&T Capital Trust |
Preferred Stock BBB BBB+/ Wat ch Neg
BB&T Capital Trust |1
Preferred Stock BBB BBB+/ Wat ch Neg
BB&T Capital Trust IV
Juni or Subordi nat ed BBB BBB+/ Wat ch Neg

Conplete ratings information is available to RatingsDi rect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. st andardandpoors. com sel ect your
preferred country or region, then Ratings in the |eft navigation bar, foll owed
by Find a Rating.
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