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» Chilean financial institutions have renained resilient--given sound
profitability, nanageable asset quality netrics, and healthy funding
structure and capitalization-- despite the country's chall engi ng econonic
and political scenario since the social unrest of 2019.

e Although asset quality has recently weakened, it renai ns manageabl e and
inline with historical |evels. Banks have been able to replace the
funding facilities provided by the central bank, and have increased their
capitalization nmetrics to align with the inplenentation of the new
banki ng | aw.

« Based on their resilient operating perfornmance, we now regard the
economic risk trend of Chile's banking systemas stable.

* As a result, we revised the outlook on 12 financial institutions to
stable fromnegative. W also affirmed our ratings on these entities.

At the sane tine, we affirmed our ratings on Banco Santander-Chile S. A,
Banco de Credito e |Inversiones, and Banco de Credito e | nversiones -

M anmi Branch. The outl ook on these entities remains stable.

SAO PAULQ( S&P d obal Ratings) Oct. 28, 2024--S&P d obal Ratings revised its
outl ook to stable fromnegative and affirned its ratings on the followi ng 12
entities:

 Banco de Chile;

e LQ Inversiones Financieras S.A. (LQF);

« Banco Itau Chile;
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» Banco BICE

* I nversiones La Construccion S. A (ILCO

* Banco I nternacional

 Banco Consorci o;

» Coopeuch;

e Larrain Vial S.A Corredora de Bolsa (LVCB);

* Tanner Servicios Financieros S. A (TSF);

e Tanner Banco Digital; and

 Caja de Conpensaci on de Asignacion Familiar de | os Andes (CLA)

At the sanme tinme, S& G obal Ratings affirned its ratings and kept the outl ook
stable on the followi ng three entities:

e Banco Santander-Chile S. A (BSCh);

» Banco de Credito e Inversiones (BCl); and

e Banco de Credito e Inversiones - Mam Branch (BC M an)

Thanks to its conservative underwiting practices, healthy margins, and
prudent regul ation, the Chil ean banking systemhas renmined resilient to the
soci al unrest and ongoing political inpasses that have dented the country's
econom ¢ performance. Banks in Chile continued to post sound profitability
nmetrics, manageabl e asset quality netrics, and healthy funding structure and
capitalization. Even though they raised provisions to offset the deterioration
in asset quality metrics, which was expected, healthy nmargi ns have al |l owed
themto still post good bottomline results. Credit lines, which the centra
bank offered during the pandem c to enhance liquidity, have natured in July
2024, and banks did not face any difficulties to repay them Mreover, the

i mpl enentati on of Basel 111 has pronpted banks to strengthen their
capitalization netrics. They not only have done so by reducing dividend
paynments but sone banks issued ATl instrunents and/or they were capitalized
with fresh new equity.

We expect asset quality netrics to stabilize due to the gradual recovery in
credit growth and econom c perfornance, while interest rates will continue
decreasi ng. W expect banks' profitability to slip in the next two years but
remain sound with a return on equity of about 15% Profitability has been
solid in the past two years because of |ow provisioning needs and i nproved
margi ns that benefit from higher inflation, given that banks tend to have | ong
positions in inflation-adjusted assets.

We expect Chile's growth of 2.4%on average during 2024-2027, with CGDP per
capita trending toward US$19, 100. A noderate recovery in consunption (amd
lower inflation and real wage recovery) and resilient export values (am d
supportive copper prices and stabilized production) will contribute to growth.
Slower growth and a relatively limted social safety net led to bouts of

social unrest in late 2019. Econonmic growh slowed from 4.8% on average in the
commodi ty cycl e decade (2004-2013) to 1.9%in 2014-2019. The di scontent
resulted in an orderly denocratic and institutionalized process that led to
two attenpts to draft a new constitution, both of which voters rejected.
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As a result, we're maintaining our econonic risk score for Chile's banking
sector at '4', with a stable trend. At the same tine, our industry risk score
remains at '3 with a stable trend. The Chil ean banki ng sector operates under
sound regul atory framework and anpl e supervisory coverage. Chile's

i npl enentati on of the new banking | aw between Decenber 2021 and 2025 woul d
align domestic regulation with Basel |11 principles and raise capital

requi renents. Banks' profitability has been healthy, but we expect it to be
under pressure. W believe Chile's financial system has an adequate funding
mx, and it has remained resilient to the pension fund withdrawals and the
expiration of the central bank's pandem c-era funding lines. Chile's banking
sector remains in BICRA group '3, and the anchor for banks operating in Chile
remai ns at ' bbb+'.

Qut | ook

Banco de Chile

The stabl e outl ook on Banco de Chile incorporates our expectation that it will
mai ntai n sound asset quality nmetrics, perfornance sonewhat better than the
system average, and capitalization stronger than those of other donestic
banks, while keeping its dom nant business position in the highly conpetitive
Chi | ean banki ng systemin the next 24 nonths.

Downsi de scenari o.

We could I ower the ratings on Banco de Chile in the next 24 nonths if its
asset quality netrics deteriorate, with ratios aligning with the industry
aver age.

Upsi de scenari o.

The Iikelihood of a positive rating action is linted at this point, as it
woul d require an upgrade of the sovereign and the bank's intrinsic credit
quality to strengthen.

LQF

The stable outlook on LQF reflects the outlook on that of its sole operating
subsi diary, Banco de Chile. The stable outlook al so incorporates our
expectation that the bank will continue to upstreamdividends to LQF to
service its financial obligations.

Downsi de scenari o.
A downgrade of LQ F could occur in the next 24 nonths if Banco de Chile's
asset quality netrics deteriorate.

Upsi de scenari o.

The possibility of a positive rating action is limted at this point, as it
woul d require the sovereign's upgrade and stronger intrinsic credit quality of
t he bank.

Banco Itau Chile
The stable outl ook on Banco Itau Chile incorporates our expectation that it
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will maintain asset quality metrics consistent with the systemaverage in the
next 24 nmonths, while it continues to gradually inprove its capitalization and
mai ntains a relatively stable proportion of |oans in Col onbi a.

Downsi de scenari o.

We could |l ower the ratings on Banco Itau Chile in the next 24 nonths if its
capitalization deteriorates and asset quality weaken below the industry
aver age.

Upsi de scenari o.

We coul d upgrade Banco Itau Chile in the next 24 nonths if its capitalization
significantly inproves, leading to a risk-adjusted capital (RAC) ratio above

7.5% and we expect its |oan exposures in Colonbia to consistently represent

| ess than 15% This would result in a lower risk profile, as Col onbia has

hi gher industry risk than Chile.

Banco BI CE
The stable outl ook on Banco BICE for the next 24 nonths reflects our viewthat
it will remain a noderately systemically inportant entity in the Chil ean

financial system The outl ook also reflects our expectation that the bank will
keep stable intrinsic creditworthiness, including a RAC ratio above 7% in the
next two years, with asset quality indicators stronger than the industry
average. In addition, we expect Banco BICE and its parent, Bicecorp, to nanage
transition risks following their plan to integrate their operations with G upo
Security in 2025 and 2026.

Downsi de scenari o.

A downgrade is possible if the bank's intrinsic credit quality deteriorates,
for example, its RAC ratio drops below 7% or if its asset quality indicators
converge with the industry average. W could al so downgrade the bank if its
credit profile deteriorates followi ng the merger with Banco Security, for
exanpl e, by weakening its asset quality.

Upsi de scenari o.

Arating upside is Iimted at this point because it would require an upward
revi sion of the bank's stand-alone credit profile (SACP) and the upgrade of
Chile.

I LC

The stable outlook on ILC reflects our expectation that it will keep stable
intrinsic credit quality in the next 24 nonths, including sound business
diversification, profits, and capitalization

Downsi de scenari o.

We coul d downgrade ILC if dividend sources becone |ess diversified, ILC
increases its debt, or its subsidiaries upstreamfewer dividends, reducing the
hol di ng conpany's debt service coverage ratio to bel ow 4x.

Upsi de scenari o.
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Arating upside is limted at this point because we expect intrinsic factors
to remain stable in the next 24 nonths.

Banco | nternaci onal
The stabl e outl ook on Banco |Internacional for the next 24 nonths reflects that
on its parent, ILC

Downsi de scenari o.
We coul d downgrade the bank if we take the sane action on ILC

Upsi de scenari o.
We coul d upgrade the bank if we do the same on ILC

Banco Consorcio

The stabl e outl ook on Banco Consorcio reflects our expectation that it wll
maintain its strong capitalization, with its RAC ratio above 10% and asset
quality metrics aligning with the banking i ndustry average in the next 24
nont hs.

Downsi de scenari o.

We could I ower the ratings on Banco Consorcio in the next 24 nonths if its
strength related to capitalization dimnishes. This could happen if its RAC
ratio falls and renains consistently below 10% which could result from

hi gher -t han- expected portfolio growh, greater exposure to the real estate
sector, and/or |lower internal capital generation. In addition, we could | ower
the rating if the bank's | oan portfolio concentration further increases or if
asset quality netrics worsen and | osses significantly w den.

Upsi de scenari o.

The rating upside is limted at this point, given the relatively linmted room
for inprovement in Banco Consorci 0o's SACP because of its narrower scale and

di versification than those of domestic peers.

Coopeuch
The stabl e outl ook on Coopeuch for the next 24 nmonths reflects our expectation
that it will maintain stable creditworthiness, including sound capitalization

and steady business position, asset quality, and fundi ng base.

Downsi de scenari o.

We could I ower the ratings on Coopeuch if its intrinsic credit quality
deteriorates. In such a scenario, the downgrade woul d depend on how its credit
standi ng evolves relative to those of the rated peers.

Upsi de scenari o.

We coul d upgrade Coopeuch if it achieves a w der scale and diversification
simlar to domestic peers that have stronger rating. An upgrade could al so
occur depending on howits credit profile conpares to those of the rated
banks.
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LVCB
The stable outl ook on LVCB incorporates our expectation that for the next 24
nmonths it will maintain its business position in the Chilean market, as one of
the |l eaders in the equity internedi ation, stable revenue, a healthy mx from
broker fees, and gains fromits proprietary investnment portfolio. W also
expect LVCB will nmaintain strong capitalization netrics with the RAC ratio of
10% 15% t hanks to adequate internal capital generation and flexible dividend
policy. W expect the conpany to maintain an adequate risk managenent,
funding, and liquidity.
Downsi de scenari o.
We could lower the ratings if risks for the firmincrease if capital drops
sharply (resulting in a RAC ratio consistently less than 10%, or if funding
and liquidity weaken to | evels no |onger consistent with an adequate category.
Upsi de scenari o.
We expect stable conditions for the securities firns in Chile. Additionally,
we are not envisioning changes in LBCV's intrinsic credit quality, thus
l[imting the rating upside.
TSF
The stable outl ook on TSF for the next 24 nmonths reflects our expectation that
it will maintain an adequate conpetitive position in its core
busi nesses--factoring and auto | oan segnents--while keeping diversified
operations. Additionally, we expect that the conpany will have nanageabl e

asset quality netrics and sound capitalization. TSF's ongoing restructuring
doesn't inmmediately affect its creditworthiness, in our view. The stable

outl ook also mirrors our expectation that the entity will nanage risks during
its transition to a banking operating nmodel during 2025-2026.

Downsi de scenari o.

We could lower the ratings on the conpany if its intrinsic creditworthiness
deteriorates, for exanple, if capitalization consistently erodes, or if its
asset quality remai ns pressured.

Upsi de scenari o.

We could raise the ratings on TSF if its SACP i nproves, for exanple, if the
scal e and diversification of its business base w dens, resulting in sound and
steady profitability metrics over the business cycle, while its capitalization
remai ns sound

Tanner Banco Digita
The stabl e outlook on Banco Tanner Digital for the next 12-24 nonths reflects
that on its parent, TSF

Downsi de scenari o.
We coul d downgrade the bank if we take the sane action on TSF

Upsi de scenari o.
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We coul d upgrade the bank if we do the same on TSF

CLA

The stable outlook on CLA reflects our expectation that it will keep stable
credit fundanentals in the next 24 nonths, including sound business position
and capitalization, along with stable asset quality.

Downsi de scenari o.

We coul d downgrade CLA if its creditworthiness weakens, for exanple, stenm ng
frompressures on liquidity or asset quality, such as net charge-offs

i ncreasi ng and consistently remai ni ng above 6% of the total |oan portfolio.

Upsi de scenari o.

We are not envisioning changes in CLA's intrinsic credit quality because of
t he busi ness focus of conpensation funds in Chile, which would limt further
busi ness and risk diversification conpared to those of peers.

BSCh

The stable outlook on BSCh indicates that we expect it to remain a
strategically inportant subsidiary of its parent, Banco Sant ander

(A+/ Stabl e/ A-1) in the next 24 nonths. The outl ook al so incorporates our
expectation that BSCh will maintain its sound nmarket position in the Chilean
commercial and retail banking sectors, along with its diversified business
lines.

Downsi de scenari o.

We believe the |ikelihood of a downgrade of BSCh is limted in the next two
years because the ratings on it could reflect up to three notches of support
fromthe parent or potential support fromthe government, given its systemc
i mportance to the Chilean financial system

Upsi de scenari o.

The rating upside is limted at this point, but possible if the bank bolsters
its capitalization, with its RAC ratio consistently above 10% or if the
parent's group credit profile inproves.

BCl and BCl M am .

The stable outlook on BCl and BCl Manm reflects our expectation that the bank
will maintain its sound asset quality metrics on its consolidated | oan
portfolio and healthy profitability netrics. We al so expect its subsidiary
City National Bank of Florida (CNB) to mmintain conservative |oan-to-val ue and
debt -servi ce coverage ratios, good diversification by custoner exposure and
property type, and geographic diversification across Florida in its comercial
real estate (CRE) exposures. W al so expect CNB to maintain sound liquidity
and stabl e deposits.

Downsi de scenari o.

A rating downside in the next two years is linited at this point because the
bank has multiple risk mtigators such as: its status as a systemcally

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT OCTOBER 28,2024 7



Outlooks On 12 Chilean Financial Institutions Revised To Stable From Negative On Operating Resilience; Ratings
Affirmed

i mportant bank and it could receive support if its SACP deteriorates; its
capitalization is well above the threshold of its current assessnent; and the
bank' s heal t hy geographi c and busi ness diversification.

Upsi de scenari o.

Al t hough unlikely in the next two years, an upgrade could occur if the bank
bol sters its capitalization. But given its recent capitalization, we don't
expect this scenario. Additionally, our rating already incorporates the bank's
stronger-than-industry-average asset quality netrics, which are offset by its
exposure to CRE in the U S

Rel ated Criteria

e Criteria | Financial Institutions | General: R sk-Adjusted Capital
Framewor k Met hodol ogy, April 30, 2024

e Criteria | Insurance | General: Insurer Risk-Based Capital
Adequacy- - Met hodol ogy And Assunptions, Nov. 15, 2023

e CGeneral Criteria: Hybrid Capital: Methodol ogy And Assunptions, March 2,
2022

e Criteria | Financial Institutions | Banks: Banking Industry Country Risk
Assessnent Met hodol ogy And Assunptions, Dec. 9, 2021

e Criteria | Financial Institutions | General: Financial Institutions
Rati ng Met hodol ogy, Dec. 9, 2021

e CGeneral Criteria: Environnental, Social, And Governance Principles In
Credit Ratings, Cct. 10, 2021

e General Criteria: Group Rating Methodol ogy, July 1, 2019

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

» CGeneral Criteria: Principles O Credit Ratings, Feb. 16, 2011

Rati ngs Li st
* *x % *x % *x * % * * *x * *x * * * BanCOBICE****************
Ratings Affirmed

Banco BI CE
Seni or Unsecur ed BBB+

Ratings Affirned; CreditWtch/ Qutlook Action
To From
Banco BI CE
| ssuer Credit Rating BBB+/ St abl e/ - - BBB+/ Negati ve/ - -

***************BanCOCDHSOI‘CiO**************
Ratings Affirned; CreditWtch/ Qutlook Action

To From
Banco Consorcio
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| ssuer Credit Rating BBB/ St abl e/ - - BBB/ Negat i ve/ - -

***************Bancoltau C:hile**************

Ratings Affirnmed; CreditWtch/Qutl ook Action
To From
Banco Itau Chile
| ssuer Credit Rating BBB+/ St abl e/ A- 2 BBB+/ Negati ve/ A- 2
**************BancosantanderS.A.*************

Rati ngs Affirned

Banco Sant ander-Chile S. A
I ssuer Credit Rating A-/ St abl e/ A-2

Banco Santander-Chile S. A

Seni or Unsecur ed A-

Conmrer ci al Paper A-2

¥ ok ok x % ok x % % x *  Banco de Credito e Inversiones * * * x % % x % & x %

Rati ngs Affirned

Banco de Credito e | nversiones
I ssuer Credit Rating A-/ Stabl el A-2

Banco de Credito e Inversiones - Mam Branch
| ssuer Credit Rating A-/ Stabl e/ --

Banco de Credito e | nversiones

Seni or Unsecur ed A-
Subor di nat ed BB+
Juni or Subordi nat ed BB+

Banco de Credito e I nversiones - Mam Branch
Conmrer ci al Paper A-2

**********Coopeuch*********
Ratings Affirnmed; CreditWtch/Qutl ook Action
To From
Coopeuch
| ssuer Credit Rating BBB+/ St abl e/ A- 2 BBB+/ Negati ve/ A- 2

* k x % % x % % x * * |nyersiones La Construccion S.A * * * * % x % % x ¥

Rati ngs Affirned
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Banco | nternaci onal
Seni or Unsecur ed BBB+

Caj a de Conpensaci on de Asignacion Fanmiliar de | os Andes
Seni or Unsecured BBB

I nver si ones La Construccion S. A
Seni or Unsecur ed BBB+

Ratings Affirnmed; CreditWtch/Qutl ook Action

To From
Banco | nt ernaci onal
I nversi ones La Construccion S. A
| ssuer Credit Rating BBB+/ St abl e/ - - BBB+/ Negati ve/ - -

Caj a de Conpensaci on de Asignacion Fanmiliar de | os Andes
| ssuer Credit Rating BBB/ St abl e/ - - BBB/ Negat i ve/ - -

¥ ok ok ok ox x x x *x % * | Q|Inversiones Financieras S. A * * * * * *x & & & &
Ratings Affirmed

Banco de Chile

Seni or Unsecur ed A

Conmrer ci al Paper A1

Ratings Affirned; CreditWtch/ Qutlook Action

To From
Banco de Chile
| ssuer Credit Rating Al Stabl e/ A-1 Al Negativel/ A-1
LQ I nversiones Financieras S. A
| ssuer Credit Rating A-/ Stabl e/ A-2 A-/ Negativel/ A-2

¥ % % x % % x % % % |grrain Vial S.A Corredora de Bolsa * * * * * * x % x
Ratings Affirned; CreditWtch/Qutlook Action
To From
Larrain Vial S.A Corredora de Bol sa
| ssuer Credit Rating BBB/ St abl e/ A- 2 BBB/ Negat i ve/ A- 2

¥ ok ok ok % % % % % *x  Tgnner Servicios Financieros S.A * * * % x % & x % %

Ratings Affirned; CreditWtch/ Qutlook Action

To From
Tanner Banco Digital
Tanner Servici os Financieros S. A
| ssuer Credit Rating BBB-/ St abl e/ - - BBB-/ Negati ve/ - -
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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. spgl obal .comratings for further
i nfornation. Conplete ratings information is available to RatingsDirect

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

www. spgl obal . conf rati ngs.
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