S&P Global
Ratings

RatingsDirect’

Research Update:

BBVA Banco Continental Outlook
Revised To Negative After Similar
Action On Its Parent, 'BBB+/A-2'
Ratings Affirmed

Primary Credit Analyst:
Cynthia Cohen Freue, Buenos Aires +54 (11) 4891-2161; cynthia.cohenfreue@spglobal.com

Secondary Contact:
Ivana L Recalde, Buenos Aires (54) 114-891-2127; ivana.recalde@spglobal.com

Table Of Contents

Overview

Rating Action
Rationale

Outlook

Ratings Score Snapshot
Related Criteria
Related Research

Ratings List

WW\W.STANDARDANDPOORS.COM/RATINGSDIRECT AUGUST 24, 2018 1



Research Update:

BBVA Banco Continental Outlook Revised To
Negative After Similar Action On Its Parent,
'BBB+/A-2' Ratings Affirmed

Overview

* We're revising our outlook on Peru-based BBVA Banco Continental to
negative fromstable following a simlar action on its parent,
Spai n- based BBVA.

* W're also affirnming our 'BBB+/ A-2' ratings on the bank

e W consider BBVA Banco Continental as a strategically inportant
subsi di ary of BBVA and, as such, it receives one notch of group support.
Therefore, if we were to downgrade the parent, we could take the sanme
rati ng action on BBVA Banco Conti nental

Rating Action

On Aug. 24, 2018, S&P d obal Ratings revised its outl ook on BBVA Banco
Continental to negative fromstable following a simlar action on its parent,
Banco Bil bao Vizcaya Argentaria, S.A (BBVA). W also affirned our 'BBB+/ A-2'
rati ngs on the bank.

Rationale

The outl ook revision on BBVA Banco Continental mrrors the sane acti on we took
on its parent, BBVA (A-/Negative/A-2) on Aug. 20, 2018. W consi der BBVA Banco
Continental to be a strategically inportant subsidiary of BBVA, and as such

it could be rated three notches higher than its SACP, but it's subject to a
cap of one notch below the GCP of its ultimte parent. BBVA Banco
Continental's SACP is 'bbb'. Therefore, if we were to | ower the long-term

i ssuer credit rating on BBVA to 'BBB+', we would |ower the long-termrating on
its Peruvian subsidiary to ' BBB' .

The material currency depreciation and consequent market turmoil in Turkey |ed
us to take negative action on the |ocal banking system including downgradi ng
Turkiye Garanti Bankasi A. S., a subsidiary of BBVA. W consider that the pace
and nmagni tude of the negative devel opnents in Turkey mght also represent a
meani ngful risk for BBVA's financial profile. The rating action reflects our
belief that current events in Turkey have the potential to negatively affect
our view of the group's creditworthiness. Specifically, we consider that the
hei ght ened risks in Turkey might |ower our expectations regarding the group's
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ability to strengthen its capital and inprove its asset quality.

We coul d downgrade BBVA over our two-year outl ook horizon if a material
wor seni ng of the economic and operating environnent in Turkey hanpers the

bank'

s financial strength. Specifically, this could happen if the bank is

unable to strengthen its capital and the risk-adjusted capital (RAC) ratio
fails to exceed 7.0% consistently, or the group's asset quality deteriorates.

Qur

rati ngs on BBVA Banco Continental reflect its solid narket share and

busi ness diversification, factors that confer significant stability to the

bank'

s revenue and operating perfornance. W project the bank to nmaintain

adequate RAC levels, roughly at 9.5%for the next 12-18 nonths nmainly based on
credit growth of 7% 8% return on assets above 1.8% and nonperform ng | oans
rati o (NPLs) below 3% Systemw de asset quality netrics in Peru have
consistently deteriorated in the past few years, and we expect themto start

i mprovi ng once GDP growt h gains nonmentum and private investnents in the
country resune. In this sense, BBVA Banco Continental has above-average
coverage levels that could mitigate potential credit provisions. The bank al so
has diversified and stable funding profile with an about 20% share of the
country's retail deposit base and wi de access to |l ocal and internationa
capital markets. BBVA Banco Continental also holds sufficient liquidity and
broad |iquid assets to cover its short-term whol esale funding by 2x. As a
result, the bank's SACP remains at 'bbb'.

Outlook
The negative outl ook on BBVA Banco Continental reflects that on its parent and
our expectation that it will remain a strategically inportant subsidiary to

BBVA. W coul d downgrade the Peruvian subsidiary in the next two years if we

t ake

the sane action on its parent because it currently receives a notch of

support fromits parent.

Upside scenario

We coul d revise our outl ook on BBVA Banco Continental to stable if we al so
revise our outlook on its parent, or if the bank's capitalization |evels

i mprove, reaching a forecasted RAC ratio in the next two years confortably
above 10% | eading us to strengthen the bank's SACP. This could result from
stronger -t han-expected internal capital generation, lower credit growh, or a
| ower divi dend payout.

Ratings Score Snapshot

| ssuer Credit Rating BBB+/ Negati ve/ A- 2
SACP bbb

Anchor bbb-

Busi ness Position Strong (+1)
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Capital and Earnings Adequat e (0)
Ri sk Position Adequat e (0)
Fundi ng Average (0)
Liquidity Adequat e (0)
Support +1
GRE Support 0
G oup Support +1
Sover ei gn Support 0
Addi tional Factors 0

Related Criteria

e Criteria - Financial Institutions - General: Risk-Adjusted Capital
Framewor k Met hodol ogy, July 20, 2017

* CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017

e Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondef errabl e Subordi nated Debt Methodol ogy And Assunptions, Jan. 29,
2015

e CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rati ng Banks d obal ly: Methodol ogy And Assunptions, July 17, 2013

e Criteria - Financial Institutions - Banks: Banks: Rating Methodol ogy And
Assunptions, Nov. 9, 2011

e Criteria - Financial Institutions - Banks: Banking Industry Country Ri sk
Assessnent Met hodol ogy And Assunptions, Nov. 9, 2011

» CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Related Research

e Qutl ook On Spai n-Based BBVA S. A. Revised To Negative On Wrsening
Conditions In Turkey; '"A-/A-2'" Ratings Affirnmed, Aug. 20, 2018

Ratings List
Ratings Affirmed; Qutl ook Action
To From

BBVA Banco Conti nent al
| ssuer Credit Rating BBB+/ Negative/ A-2 BBB+/ Stabl e/ A-2

Ratings Affirmed
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BBVA Banco Conti nent al
Seni or Unsecur ed BBB+
Subor di nat ed BBB-

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDirect at ww. 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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