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Research Update:
Regions Financial Corp. Rating Lowered To

'BBB+/A-2'; Outlook Negative

Overview

W feel Regions' credit quality will likely deteriorate and credit | osses
i ncrease, given the weak econoni c environnent.

* W lowered our counterparty credit rating on Regions to 'BBB+/ A-2' from
"AAL

* W& expect further deterioration in credit quality, especially given
Regi ons' geographic footprint.

Rating Action

On June 17, 2009, Standard & Poor's Ratings Services lowered its counterparty
credit rating on Regions Financial Corp. to "BBB+ A-2' from'A/A-1 . The

outl ook is negative. W also |lowered our long-termrating on the conpany's
primary subsidiary, Regions Bank to "A-/A-2'" from'A+/ A-1'. Al ratings were
renoved from Credi t Wat ch Negative, where they were placed May 4, 2009.

Rationale

The downgrade largely results fromour assessnent of the company's reduced
profitability and deteriorating credit quality as per our recent stress
testing. The downgrade follows an industry review and the publication of our
recent criteria on stress testing and U. S. banks (see Rel ated Research bel ow).
We expect Regions' pro-fornma tangible capital ratios to decline as a result of
increasing credit |osses, although recent capital raises offer a cushion, in
our view. We particularly view negatively the deterioration in Regions' |oan
portfolio, notably within its construction and home-equity second-lien | oan
portfolios, which have significant exposures in the Southeast.

The downgrade al so reflects the notable deterioration in Regions' |oan
portfolio, which has been hurt by the conmpany's fairly | arge exposures in the
Southeast. To illustrate, nonperform ng assets (NPAs) and 90-days past-due
| oans rose to 3.24% at March 31, 2009, from 2. 33% at year-end 2008 and 1.73% a
year ago. Specifically, we expect the highest |losses within its construction
and | and | oan portfolios, which represented about 12.3% of total |oans at
March 31, and within its home-equity second-lien | oan portfolio.

Regi ons' construction loan portfolio, nore than half of which is
residential, is , in our view, large relative to certain peers', which has
al so contributed to the deterioration in asset quality in recent quarters. W
al so view negatively the significant decline in the allowance relative to
total NPAs in recent quarters. However, we view positively the conmpany's
proactive efforts to reduce its |oan exposures to both homebuil ders and
condom niuns in recent quarters.

In our view, profitability has al so been weak, and should renmain so given
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our expectation of increased credit losses. To illustrate, net incone declined
to $77 mllion (before preferred dividends) in first-quarter 2009, down from
$337 million in first-quarter 2008. First-quarter results benefited from
strong nortgage production, which we believe is not sustainable. W expect net
interest margins to remain relatively stable in 2009, but expect the company
to post net | osses during the next several quarters due to elevated | oan-1|oss

provisions. Still, the ratings are supported, in our view, by Regions' good
ear ni ngs power, which should hel p absorb hi gher | oan-10ss provisions, which we
expect .

Al t hough Regions fared relatively poorly in our credit stress testing,
the firmwas able to raise nore than $2 billion in capital thus far in the
second quarter, consisting of $1.84 billion in commmon shares and $287.5
mllion of new 10% nandatory convertible preferred shares. These capita
i ssuances substantially satisfy the $2.5 billion Tier 1 comon equity

requi renent prescribed by the Federal Reserve's Supervisory Capital Assessnent
Program W expect the remai nder of required funds to be raised primarily

t hrough security and asset sales and liability-managenent transactions. W
estimate that these actions would i ncrease Region's tangible capital ratio to
about 7.1%on a pro-forma basis as of March 31. However, we expect sone
pressure on capital ratios during the next several quarters given the el evated
| oan | osses we expect, but view capital as adequate for the current ratings.

Outlook

The negative outlook reflects our belief that the rating will remain under
pressure given our econom c outlook. If credit quality or operating
performance deteriorates beyond our current expectations, we could | ower the
rating further. However, if the conpany returns to profitability earlier than
we currently expect, as a result of stabilizing credit quality, then we could
rai se the ratings.

Related Research

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

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

* Risk-Adjusted Capital Franework For Financial Institutions," April 21
2009

Ratings List
Downgr aded; CreditWatch/ Qutl ook Action

To From
Regi ons Fi nancial Corp
Counterparty Credit Rating BBB+/ Negative/ A-2 A/ Vatch Neg/ A-1
Seni or Unsecured BBB+ A/ Wat ch Neg
Subor di nat ed BBB A-/Watch Neg
Preferred Stock BB+ BBB/ WAt ch Neg
Commer ci al Paper A-2 A-1/ Wat ch Neg
Regi ons Bank
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Uni on Pl anters Bank, N. A

Counterparty Credit Rating A-/ Negativel A- 2 A+/ Wat ch Neg/ A-1
Certificate O Deposit
Local Currency A1 A2 A+/ Wat ch Neg/ A-2

Regi ons Asset Managenent Co. |nc.
Preferred Stock BBB- BBB+/ Wat ch Neg

Regi ons Bank
Subor di nat ed BBB+ A/ Wat ch Neg

Regi ons Fi nancing Trust 11
Juni or Subordi nat ed BB+ BBB/ WAt ch Neg

Regi ons Financing Trust [11

Union Planters Capital Trust A

Union Pl anters Preferred Fundi ng Corp.

Preferred Stock BB+ BBB/ WAt ch Neg

Uni on Pl anters Bank, N. A
Subor di nat ed BBB+ A Wt ch Neg

Rati ngs Affirned

Regi ons Bank
Seni or Unsecur ed AAA

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. standar dandpoors. con sel ect your
preferred country or region, then Ratings in the left navigation bar, foll owed
by Find a Rating.
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