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Research Update:

Wilmington Trust Corp. Downgraded To 'BBB';
Outlook Negative

Overview

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

* W are downgrading WImington Trust Corp. to 'BBB'.

« W feel WImington is highly exposed to residential construction |ending
in a very challenging econonic environment.

Rating Action

On June 17, 2009, Standard & Poor's Ratings Services lowered its long-term
counterparty credit rating on Wlnington Trust Corp. to 'BBB'" from'BBB+ . W
al so | owered our counterparty credit rating on Wl mngton's mai n bank
subsidiary, WIlmngton Trust Co., DE, to '"BBB+/ A-2' from'A-/A-2.' Ratings
were renoved from Credi tWatch Negative 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 loan losses in |light of the severity
of the national recession. The downgrade mainly addresses Wl mngton's high
exposure to residential construction lending in the current adverse
environnent, coupled with its only noderate capital and earnings |levels. W
bel i eve that because of the risk of further junps in nonperform ng assets
(NPAs) and net charge-offs (NCOs), ratings are nore appropriate at these | ower
| evel s, even given Wlnmington's positive attributes, including its

wel | -di versified business profile.

Based in Delaware with $11.5 billion in assets, WInmington's regional
bank segment has focused on comercial |ending growh during the past severa
years, propelling its construction exposure to 21%of total loans, and its
total comercial real estate (CRE) exposure to 42% of total |oans (about
one-third of total |oans, excluding owner-occupi ed properties). Mst of
Wl mngton's construction exposure is related to residential tract
devel opnent, mainly in Del aware, but also in Pennsylvania, Mryland, and New
Jersey. Although these | ocal econom es have been nore resilient than the nore
di stressed parts of the country, they have softened in recent quarters, and
the rating assunes further econom c pressures in these markets through 2009
and into 2010.

Partly mrroring trends in its marketplace, WInmngton's asset quality
has deteriorated, although ratios are not far off fromindustry averages. The
NPA ratio was 2.98% as of March 31, 2009, and the annualized NCO rate was
0.88%in the first quarter. Still, the NPA ratio has increased sharply during
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the past two quarters, illustrating the potential for upward spi kes. Also
NPAs within the construction category are high at 6% of total construction
| oans, and we believe this level will increase. Furthernore, WI mngton's CRE

portfolio has sone | arge single-borrower devel oper concentrations relative to
its capital base.

The rating takes into account the buffer of WImngton's substantial fee
revenue fromits well-established trust services and weal t h- managemnent
busi nesses. Still, the conpany's main earnings driver is its regional bank
segnent, typically contributing about 75% of net incone. Although WI nm ngton
had decent earnings in the first quarter, partly because of a sharply reduced
| oan-1oss provision fromthe prior quarter, we believe that the |evel of
quarterly earnings will likely continue to be volatile, and very dependent on
credit costs. Potential further wite-downs in its $225 million trust
preferred portfolio my affect Wl mngton's earnings in coming quarters,
al t hough the new accounting rules would | essen the severity of wite-downs in
this portfolio. This portfolio was already witten down by $97 nmillion in
fourt h-quarter 2008.

Wl nmngton's regulatory capital ratios have inproved since the fourth
quarter when it issued $330 million of preferred stock under the U. S
Treasury's Capital Purchase Program However, its Tier 1 capital of 9.40% as
well as its tangible comopn equity ratio of 5.52% is not exceedingly robust
in our viewrelative to the conpany's |oan asset risk. W view WI m ngton's
funding and liquidity profile as adequate. The conpany relies nore on
whol esal e fundi ng than do nmany of its regional bank peers, but it has
improved its funding profile, including exiting the credit-sensitive whol esal e
| ar ge- denoni nati on CD market, and establishing a | arge borrowi ng capacity
through the Federal Reserve's Term Asset Facility.

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 they would tolerate weak profitability
in 2009. W may |lower the ratings further if NPAs rise nore than we currently
expect or if the conpany reports substantial net |osses that significantly
harm capital ratios. Conversely, we nay revise the outlook to stable if asset
quality stabilizes and the conpany returns to nore nornalized earnings |evels
on a sustainabl e basis.

Related Research

e« "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

Ratings List

Downgr aded; CreditWatch/ Qutl ook Action
To From

www.standardandpoors.com/ratingsdirect 3

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: Wilmington Trust Corp. Downgraded To 'BBB'; Outlook Negative
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