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Research Update:

Israel Discount Bank of New York Assigned
'BBB+' Issuer Credit Rating As Core Subsidiary Of
Parent; Outlook Stable

Overview

 New York-based Israel Discount Bank of New York (IDB-NY) is a core and
integral subsidiary of its large |Israel-based parent bank

e W believe that the parent would al nbst certainly provide support to
| DB-NY i f needed.

e W are assigning a 'BBB+' issuer credit rating to the bank, equivalent to
the long-termrating on the parent.

e Qur stable outlook mrrors the stable outlook on its parent because we
expect that our ratings and the trends for IDB-NY will be the sane as the
parent's over the two year outl ook horizon

Rating Action

On Feb. 21, 2019, S&P d obal Ratings assigned a 'BBB+ |ong-termissuer credit
rating on Israel Discount Bank of New York (IDB-NY). The rating outlook is
stabl e.

Rationale

Qur ratings on IDB-NY are based on S& G obal Ratings' view that the bank is
an inportant, core subsidiary of its |Israel-based parent, |srael D scount Bank
Ltd. (BBB+/ Stable/A-2 global issuer credit ratings), and we expect that the
parent woul d provide support to IDB-NY, if needed. Therefore, we viewthe
creditworthi ness of IDB-NY as equivalent to that of its parent.

Wth $9.0 billion in assets as of Sept. 30, 2018, New York City-based | DB-NY
is the main bank subsidiary of U S. hol ding conpany Di scount Bancorp Inc.
which is wholly owned by Israel Discount Bank Ltd., the third-1largest bank in
Israel (with $64.2 billion in assets as of Sept. 30, 2018). |IDB-NY has
operated in the U S., an inportant market for its parent, in our view, for
decades. Illustrating its financial inportance to the Israeli group, |DB-NY
typically contributes roughly 15% of the group's annual net incone and
accounts for 20% of the group's capital. The bank's strategy is closely
aligned with the parent's. W expect that the parent would support the U S.
subsidiary in tinmes of stress, denmonstrated by the group setting up
contingency liquidity for 1DB-NY during the financial crisis in 2008. The
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group has had a presence in the U S. through IDB-NY for nany decades, and we
believe that the group will continue to be comritted to operating in the U S
in our view, this commtnment partly stens fromthe inportant economc
political, and historical ties between the U S. and Israel

We rate IDB-NY at the sane | evel as the group's supported group credit profile

(

" bbb+'), which benefits fromone notch of assuned extraordinary systemc

support fromlsrael. That is because we believe the entire group, including
the U S. subsidiary, would benefit from governnment support provided to the
parent, if needed.

On a stand-alone basis, IDB-NY is relatively small conpared with nost rated

U S. regional banks and has a niche-oriented, concentrated business nodel .

Al t hough the bank may face conpetitive challenges in both |ending and deposit
gathering, it benefits fromits long-termcustomer relationships and tends to
attract custonmers with an affinity to its Israeli bank parent. |DB-NY has sone
| arge borrower and industry concentrations, although recent asset quality
performance has been good, albeit in this currently benign environnent.

These risks are partly offset by the bank's high capital ratios, including
strong regul atory capital ratios and an S& d obal Ratings risk-adjusted
capital (RAC) ratio of above 12% as of June 30, 2018. Still, the bank | acks a
track record of good earnings; although earnings inproved significantly in the
first nine nmonths of 2018, profitability has been nodest for the past severa
years. As a whol esal e bank, IDB-NY has a | ess-diversified deposit base than
regi onal bank peers and has a much hi gher-than peers' proportion of brokered
deposits. However, we assume that the parent woul d provide funding support to
I DB-NY if needed.

Outlook
The stable outlook on IDB-NY mirrors the stable outlook on its parent. As a
core subsidiary of its parent, our ratings on IDB-NY will likely be the sane

as our rating on its parent over the next two years. So long as the rating on
t he parent remai ns unchanged, we would only change our rating on IDB-NY if we
were to alter our view of the subsidiary's strategic inmportance to its parent,
which we do not view as likely in the next couple of years.
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New Rating; Qutlook Action

| srael Di scount Bank of New York
| ssuer Credit Rating BBB+/ St abl e/ - -

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is avail able to subscribers of

Rati ngsDi rect at www. capitalig.com Al ratings affected by this rating action
can be found on S&P d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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