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Research Update:

Capital One Financial Corp. Downgraded To
'BBB' From 'BBB+'; Outlook Negative

Overview

« W believe Capital One's earnings and capital may continue to weaken
because of nounting credit |osses during the next two years.

« W have downgraded Capital One Financial Corp. and its subsidiaries.

e Future credit |osses could exceed our base-case expectations in our
stress tests given the weakening credit environnment and Capital One's
concentration in credit card | ending.

Rating Action

On June 17, 2009, Standard & Poor's Ratings Services lowered its long-term
counterparty credit rating on Capital One Financial Corp. to 'BBB from' BBB+
and its long-termcounterparty credit rating on Capital One Bank (USA) N. A
the bank subsidiary, to 'BBB+ from'A-'. The 'A-2' short-termrating on the
bank is affirned. Ratings on other related subsidiaries also were | owered. The
outl ook is negative. The ratings were renmoved from Credi t Wat ch Negative, where
they were placed May 4, 2009.

Rationale

This rating action reflects our expectation that nmounting credit |osses during
the next two years will materially weaken Capital One's earnings and capita
as per our current stress assunptions. This woul d suggest conmmon equity
capital erosion relative to the counterparty credit rating level, although we
expect the tangible comobn equity-to-risk-weighted assets ratio to remain
slightly above our minimal threshold of 4% for an investnent-grade ratio at
fiscal 2010. W have considered the company's recent conmpn equity raise of
$1.5 billion and the rapidity with which managed assets are declining, thereby
reduci ng the need for capital

We have al so considered the pace at which credit quality is
deteriorating. We do not expect it to stabilize in 2009, reflecting our
projections of further increases in net charge-offs in Capital One's core U. S
and international credit card portfolios in particular. W have considered the
acqui sition of Chevy Chase and potential credit |osses associated with the
transaction in our estinmated | osses for Capital One.

Hel ping to mitigate what otherw se would be nore severe erosion in credit
quality, in our opinion, are such factors as Capital One's inproved
di versification of earnings, assets, and core deposits by the broadening of
busi ness lines; the substantial market position that Capital One commands in
the credit card space; and historically strong earnings and capital |evels.
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Outlook

The negative outlook reflects our view that future credit |osses could exceed
our expectations given the weakening credit environnent and Capital One's
concentration in credit card | ending, which could cause us to lower the rating
further. Legislative risk and the inpact of new operating linitations on the

U S. card business are also risks for the near to internediate ternmns.

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

Ratings List
Downgr aded; CreditWatch/ Qutl ook Action

To From

Capital One Financial Corp.

Counterparty Credit Rating BBB/ Negat i ve/ - - BBB+/ Wt ch Neg/ - -
Capital One, N A

Certificate O Deposit

Local Currency BBB+/ A- 2 A-/Wat ch Neg/ A-2
Chevy Chase Bank, FSB

Counterparty Credit Rating BBB+/ Negati ve/ - - A-/ Watch Neg/ - -
Capital One Financial Corp.

Seni or Unsecured BBB BBB+/ Wt ch Neg
Subor di nat ed BBB- BBB/ WAt ch Neg
Capital One Bank (USA) N. A

Seni or Unsecured BBB+ A-/ Wat ch Neg
Subor di nat ed BBB BBB+/ Wat ch Neg
Capital One Capital 11
Capital One Capital 111
Greenpoint Capital Trust |
North Fork Capital Trust |
North Fork Capital Trust I

Preferred Stock (1 issue) BB BB+/ Wt ch Neg
Capital One Capital 1V

Juni or Subordi nat ed BB BB+/ WAt ch Neg
Chevy Chase Bank, FSB

Preferred Stock BB+ BBB-/ Wat ch Neg
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Chevy Chase Preferred Capital Corp.
Preferred Stock BB+ BBB- / WAt ch Neg

Downgr aded; CreditWatch/ Qutl ook Action

To From
Capital One Bank (USA) N. A
Capital One, N A
Counterparty Credit Rating BBB+/ Negative/ A-2 A-/Watch Neg/ A-2

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. standardandpoors. 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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