STANDARD RaTiINGSDIRECT®

&POOR’S

June 17, 2009

Research Update:

Webster Financial Corp. Rating
Lowered To 'BBB-'; Outlook
Negative

Primary Credit Analyst:
Barbara Duberstein, New York (1) 212-438-5656;barbara_duberstein@standardandpoors.com

Secondary Credit Analyst:
John K Bartko, C.PA., New York (1) 212-438-7368;john_bartko@standardandpoors.com

Table Of Contents

Overview

Rating Action
Rationale
Outlook

Related Research

Ratings List

www.standardandpoors.com/ratingsdirect 1

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of 728273 | 300000409
Use/Disclaimer on the last page.



Research Update:

Webster Financial Corp. Rating Lowered To
'BBB-'; Outlook Negative

Overview

* W& increased our assunptions about industry | oan | osses, given the
severity of the national recession.

« W are downgradi ng Webster Financial Corp. to 'BBB-'.

e W expect the recession to continue to put pressure on Whbster's capita
and profitability.

Rating Action

On June 17, 2009, Standard & Poor's Ratings Services lowered its long-term
counterparty credit rating on Wbster Financial Corp. (Wbster) to 'BBB-' from
"BBB'. W also |owered our counterparty credit rating on Webster's main bank
subsi diary, Webster Bank N.A. to 'BBB/A-2' from'BBB+ A-2'. W renoved al
ratings from Credi t WAt ch Negati ve where they were placed May 4, 2009. The
out | ooks are negati ve.

Rationale

The rating action follows our recent U S. banking industry review, in which we
reeval uat ed our expectations for industry |oan | osses. The downgrade reflects
Webster Financial Corp.'s asset-quality deterioration to-date and our
expectation that nonperform ng assets (NPAs) will continue to rise in the
severe recession. Asset-quality deterioration may cause additional pressures
on Webster's bel ow average profitability and tangi bl e common capital |evels,
in our view.

Wth about $17 billion in assets, Wbster is a mdsize Connecti cut-based
bank wi th decent market positions in its home counties. Its nobst preval ent
asset-quality issues have been in previously identified hone equity and
out-of -footprint residential construction "liquidating" portfolios. Another
weak portfolio, in our view, is its $156 million residential devel opnent
portfolio. Positively, these portfolios represented |ess than 4% of |oans as
of March 31, 2009. Still, there are signs of asset-quality deterioration in
ot her | oan types, such as its comrercial |oan portfolios, because of the
econom ¢ downturn. Although we recognize that Wbster's sout hern New Engl and
mar ket has held up better than have nore distressed areas in the country, we
factor in the likelihood of a further noderate regi onal econom c decline.

The NPA ratio was about on par with peers' at 2.87%as of March 31, 2009,
but it rose from2.15% at the prior quarter-end. The net charge-off rate,
whil e reduced to 0.99%in the first quarter, has been volatile on a quarterly
basis, illustrated by the very high 1.66% net charge-off rate in
fourt h-quarter 2008.

Webster has reported recent quarterly net |osses, largely fromloan-1|oss
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provisions, although its net |oss narrowed to $22 nillion (available to conmon
sharehol ders) in first-quarter 2009. W believe there is a high probability
that Webster may report a net loss in 2009, reflecting continued high

| oan-10ss provisions. In addition, it may take further losses inits
trust-preferred i nvestnent portfolio, although much of this portfolio has

al ready been witten down. \Whbster's core earnings power is not strong, in our
opi ni on, because of its reliance on spread income, the recent decline of its
net interest margin, and its high expense base.

The rating takes into account the buffer of Wbster's strong regul atory
capital levels, which are bolstered by a | arge proportion of preferred stock
However, a | ess favorable capital neasure is Webster's nodest tangi bl e conmon
equity (TCE) ratio of 4.05%as of March 31, 2009. Positively, nanagenment is
focused on building the TCE portion of its capital base.

For exanple, in |late May 2009, the conmpany announced an offer to exchange
for common shares $168.5 million of convertible preferred and $200 mllion of
trust preferred stock. Even if partly successful, the exchange would Iikely
i mprove the TCE ratio significantly, and this devel opment woul d support the
rati ngs. However, we believe Webster's TCE will still be somewhat bel ow t hat
of peers, and not particularly strong relative to bal ance-sheet ri sk.

Outlook

The negative outl ook addresses uncertainties about the severity of the decline
in asset quality, profitability, and capital trends. Current ratings
anticipate a noderate rise in NPAs and the potential for a nbdest net loss in
2009. W could lower the ratings if NPAs rise nore than we currently expect or
if the conmpany reports substantial net |osses that significantly harmcapita
rati os. Conversely, we could revise the outlook to stable if asset quality
stabilizes and the conpany returns to nore nornalized earnings |levels on a
sust ai nabl e basi s.

Related Research

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

e "Met hodol ogy And Assunptions: Risk-Adjusted Capital Franmework For
Fi nancial Institutions,"” April 21, 2009

e "Stress Testing U.S. Financial Institutions,™ April 29, 2009
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Downgr aded; CreditWatch/ Qutl ook Action

To From
Webst er Fi nancial Corp
Counterparty Credit Rating BBB- / Negati ve/ - - BBB/ WAt ch Neg/ - -
Seni or Unsecured BBB- BBB/ WAt ch Neg
Preferred Stock B+ BB-/ WAt ch Neg

Webster Bank N. A
Counterparty Credit Rating BBB/ Negat i ve/ A- 2 BBB+/ WAt ch Neg/ A- 2
Certificate Of Deposit
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Local Currency
Subor di nat ed

Webster Capital Trust |V
Preferred Stock

Webster Preferred Capital Corp
Preferred Stock

Webster Financial Corp

BBB/ A- 2
BBB-

B+

. Rating Lowered To 'BBB-'; Outlook Negative

BBB+/ Wat ch Neg/ A- 2
BBB/ WAt ch Neg

BB-/ WAt ch Neg

BB/ Vat 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. standardandpoors. com sel ect your
preferred country or region, then Ratings in the left navigation bar, followed

by Find a Rating.

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.



Copyright © 2009, Standard & Poors, a division of The McGraw-Hill Companies, Inc. (S&P). S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein. This data/information may only be used internally for business purposes and shall not be used for any unlawful or unauthorized purposes.
Dissemination, distribution or reproduction of this data/information in any form is strictly prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P, its affiliates or its third party licensors, S&P, its affiliates and its third party licensors do not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the results obtained from the use of such information. S&P
GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P, its affiliates and its third party licensors be liable for any direct, indirect, special or consequential damages in connection with subscribers or
others use of the data/information contained herein. Access to the data or information contained herein is subject to termination in the event any agreement with a third-
party of information or software is terminated.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and objectivity
of ratings opinions. The credit ratings and observations contained herein are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or
sell any securities or make any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion
contained herein in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's may have
information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the confidentiality of non-public information
received during the ratings process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties participating in marketing
the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications.
Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of

passwords/user IDs and no simultaneous access via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as provided
herein, contact Client Services, 55 Water Street, New York, NY 10041; (1)212.438.7280 or by e-mail to: research_request@standardandpoors.com.

Copyright © 1994-2009 Standard & Poors, a division of The McGraw-Hill Companies. All Rights Reserved. The McGraw-Hill Companies

www.standardandpoors.com/ratingsdirect S



	Research:
	Overview
	Rating Action
	Rationale 
	Outlook
	Related Research
	Ratings List


