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DBRS Morningstar Confirms ICO’s Long-Term Ratings at ‘A’, Stable
Trend

BANKING ORGANIZATIONS

DBRS Ratings GmbH (DBRS Morningstar) confirmed Instituto de Crédito Oficial’s (ICO or the Bank) ratings, including the Long-Term
Issuer Rating at “A” and the Short-Term Issuer Rating at R-1 (low). All ratings have a Stable trend. ICO’s Support Assessment remains

SA1. See a full list of ratings at the end of this press release.
KEY RATING CONSIDERATIONS

The confirmation of ICO’s Long-Term Issuer Rating at “A”, Stable trend follows DBRS Morningstar’s confirmation of the Kingdom of
Spain’s Long-Term Foreign and Local Currency rating at “A” with a Stable trend on September 2, 2022. ICO’s ratings reflect its
statutory ownership and the full guarantee of its liabilities by the Kingdom of Spain as stated in its by-laws under the Royal Decree
Act 706/1999. As a result, DBRS Morningstar’s support assessment for ICO is SA1 and ICO’s Issuer Ratings and trend are
equalised with the Long-Term and Short-Term Foreign and Local Currency ratings of the Kingdom of Spain and will move in line with

the rating of the Spanish sovereign.
RATING DRIVERS

An upgrade on the Kingdom of Spain “ s ratings would be reflected in ICO " s ratings. Similarly, a downgrade of the Kingdom of Spain
“s ratings would lead to a downgrade of ICO " s ratings. The Long-Term and the Short-Term trends move in line with the trend of the

Kingdom of Spain.
RATING RATIONALE

ICO is a credit institution by law and is considered to be a State Finance Agency of Spain. As a public specialized lending institution
and the state’s financial agency, ICO enjoys a unique and dominant franchise in Spain which contributes to support its current ratings.
However, ICO also has a limited business scope, constrained by its business model and its high dependence on the Spanish

Government.

The operating environment in Spain suffered a significant deterioration during the coronavirus (COVID-19) pandemic. As a result,
the Spanish government approved a scheme of up to EUR 100 billion for SMEs and Corporates (liquidity program) in 2020. This
scheme is managed by ICO but the guarantees are provided by the Spanish government; consequently, ICO does not bear the credit
risk related to these guarantees. In addition, the Spanish government also approved an additional guarantee loan scheme of up to
EUR 40 billion (investment program) to provide funding sources to new investment projects (Real Decreto-ley 25/2020, de 3 de
julio). As with the other program, the investment program is managed by ICO, but the guarantees are provided by the Spanish
Government. Lastly, in 2022, due to Russia’s invasion of Ukraine, the Spanish government also put in place a EUR 10 billion state

guarantee loan scheme which is managed by ICO.



In carrying out its public service mandate, ICO’s goal is not to maximise profits, however the Bank has never reported a loss in its
history. Nevertheless, given its countercyclical nature, profits have shown volatility over time. The Bank’s net income totalled EUR 140
millionin 2021, up from EUR 79 million in 2020. Net interest income (NII) stood at EUR 105 millionin 2021 compared with EUR 22
million in 2020. Nl increased in 2021 due to significantly lower wholesale funding costs as new issuances were priced at lower
yields than maturing securities, coupled with significant use of short term funding. Net fees totalled EUR 50 million in 2021, and
marginally improved from the prior year (+2.2% YoY). As a result, ICO’s Total Operating Income increased materially to EUR 207
million in 2021 compared to EUR 104 million (as calculated by DBRS Morningstar) in 2020. Despite the challenging economic
situation, ICO reported a net release of total provisions, as these were EUR -33 million in 2021 compared to EUR -51 million in
2020.

DBRS Morningstar views ICO’s risk appetite as generally conservative due to the nature of its activities. However, ICO’s credit profile
is negatively affected by its high single-name concentrations. The Bank’s lending is carried out through two different channels. The
first channel is indirect lending in which the Bank’s operates through credit lines to commercial banks that, in turn, lend the funds to
SMEs/entrepreneurs. The indirect lending results in ICO having counterparty credit risk to the participating banks. ICO’s total indirect
lending totaled EUR 7.1 billion at end-2021. The second channel is direct lending, which typically consists of providing loans to large
companies or structured finance projects and represented around EUR 11.3 billion at end-2021. During 2021, both portfolios
decreased, with the indirect lending portfolio decreasing by around 24% YoY and the direct portfolio decreasing by around 3.6%
YoY. This is explained by the fact that the government guarantees schemes have been utilised, thus reducing the demand for new

lending.

Direct loans are the only contributor to the Bank’s level of NPLs, as the Bank does not bear the underlying credit risk for the indirect
lending. The Bank's NPL ratio decreased to 3.6% at end-2021 from 4.0% at end-2020 (as calculated by DBRS Morningstar), with
gross NPLs totalling around EUR 408 million. The Bank’s coverage ratio for these NPLs remains very strong at around 153% at
end-2021 (as calculated by DBRS Morningstar). DBRS Morningstar expects that the Bank will register an increase in NPLs in coming

years due to the challenging economic environment.

ICO’s funding structure is reliant on long-term and short-term wholesale funding and funding from multilateral development banks,
mainly the European Investment Bank. The Bank has not experienced any notable difficulties in accessing the markets since its
creation and has been able to tap the markets on a regular basis, even during the financial crisis and the current COVID-19 crisis.
DBRS Morningstar views ICO’s capitalisation as robust. ICO’s Common Equity Tier 1 capital ratio stood at a solid 37.0% at end-2021
down from 37.2% at end-2020.

ENVIRONMENTAL, SOCIAL, GOVERNANCE CONSIDERATIONS

Credit rating actions on the Kingdom of Spain are likely to have an impact on this credit rating. Consequently, passed-through Social
credit considerations affects the ratings of ICO, as the Human Capital and Human Rights factor affects the ratings of the Kingdom of
Spain. ESG factors that have a significant or relevant effect on the credit analysis of the Kingdom of Spain are discussed separately at

https://www.dbrsmorningstar.com/issuers/15664

A description of how DBRS Morningstar considers ESG factors within the DBRS Morningstar analytical framework can be found in
the DBRS Morningstar Criteria: Approach to Environmental, Social, and Governance Risk Factors in Credit Ratings at https://
www.dbrsmorningstar.com/research/396929/dbrs-morningstar-criteria-approach-to-environmental-social-and-governance-risk-

factors-in-credit-ratings.

Notes:

All figures are in EUR unless otherwise noted.
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The principal methodology is the Global Methodology for Rating Banks and Banking Organisations (June 23, 2022) https://
www.dbrsmorningstar.com/research/398692

Other applicable methodologies include the DBRS Morningstar Criteria: Approach to Environmental, Social, and Governance Risk
Factors in Credit Ratings (May 17, 2022) https://www.dbrsmorningstar.com/research/396929/dbrs-morningstar-criteria-
approach-to-environmental-social-and-governance-risk-factors-in-credit-ratings

and the DBRS Morningstar Criteria: Guarantees and Other Forms of Support (April 4, 2022) https://www.dbrsmorningstar.com/

research/394683/dbrs-morningstar-criteria-guarantees-and-other-forms-of-support

The sources of information used for this rating include Morningstar Inc. and Company Documents, and ICO Annual Accounts
(2015-2021). DBRS Morningstar considers the information available to it for the purposes of providing this rating to be of

satisfactory quality.

DBRS Morningstar does not audit the information it receives in connection with the rating process, and it does not and cannot

independently verify that information in every instance.

The conditions that lead to the assignment of a Negative or Positive trend are generally resolved within a 12-month period. DBRS

Morningstar's outlooks and ratings are under regular surveillance.

For further information on DBRS Morningstar historical default rates published by the European Securities and Markets Authority
(ESMA) in a central repository, see: https://cerep.esma.europa.eu/cerep-web/statistics/defaults.xhtml. DBRS Morningstar
understands further information on DBRS Morningstar historical default rates may be published by the Financial Conduct Authority

(FCA) on its webpage: https://www.fca.org.uk/firms/credit-rating-agencies.

The sensitivity analysis of the relevant key rating assumptions can be found at: https://www.dbrsmorningstar.com/research/402652

This rating is endorsed by DBRS Ratings Limited for use in the United Kingdom.
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ALL DBRS RATINGS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DISCLAIMERS AND
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The DBRS Morningstar group of companies consists of DBRS, Inc. (Delaware, U.S.)(NRSRO, DRO affiliate); DBRS Limited (Ontario, Canada)(DRO, NRSRO affiliate);
DBRS Ratings GmbH (Frankfurt, Germany)(EU CRA, NRSRO affiliate, DRO affiliate); and DBRS Ratings Limited (England and Wales)(UK CRA, NRSRO affiliate, DRO
affiliate). DBRS Morningstar does not hold an Australian financial services license. DBRS Morningstar credit ratings, and other types of credit opinions and reports,
are not intended for Australian residents or entities. DBRS Morningstar does not authorize their distribution to Australian resident individuals or entities, and accepts
no responsibility or liability whatsoever for the actions of third parties in this respect. For more information on regulatory registrations, recognitions and approvals
of the DBRS Morningstar group of companies, please see: https://www.dbrsmorningstar.com/research/highlights.pdf.

The DBRS Morningstar group of companies are wholly-owned subsidiaries of Morningstar, Inc. © 2022 DBRS Morningstar. All Rights Reserved.

The information upon which DBRS Morningstar credit ratings and other types of credit opinions and reports are based is obtained by DBRS Morningstar from
sources DBRS Morningstar believes to be reliable. DBRS Morningstar does not audit the information it receives in connection with the analytical process, and it
does not and cannot independently verify that information in every instance. The extent of any factual investigation or independent verification depends on facts and
circumstances. DBRS Morningstar credit ratings, other types of credit opinions, reports and any other information provided by DBRS Morningstar are provided "as
is" and without representation or warranty of any kind and DBRS Morningstar assumes no obligation to update any such ratings, opinions, reports or other
information. DBRS Morningstar hereby disclaims any representation or warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability,
fitness for any particular purpose or non-infringement of any of such information. In no event shall DBRS Morningstar or its directors, officers, employees,
independent contractors, agents, affiliates and representatives (collectively, DBRS Morningstar Representatives) be liable (1) for any inaccuracy, delay, loss of data,
interruption in service, error or omission or for any damages resulting therefrom, or (2) for any direct, indirect, incidental, special, compensatory or consequential
damages arising from any use of credit ratings, other types of credit opinions and reports or arising from any error (negligent or otherwise) or other circumstance
or contingency within or outside the control of DBRS Morningstar or any DBRS Morningstar Representative, in connection with or related to obtaining, collecting,
compiling, analyzing, interpreting, communicating, publishing or delivering any such information. IN ANY EVENT, TO THE EXTENT PERMITTED BY LAW, THE
AGGREGATE LIABILITY OF DBRS MORNINGSTAR AND THE DBRS MORNINGSTAR REPRESENTATIVES FOR ANY REASON WHATSOEVER SHALL NOT EXCEED
THE GREATER OF (A) THE TOTAL AMOUNT PAID BY THE USER FOR SERVICES PROVIDED BY DBRS MORNINGSTAR DURING THE TWELVE (12) MONTHS
IMMEDIATELY PRECEDING THE EVENT GIVING RISE TO LIABILITY, AND (B) U.S. $100. DBRS Morningstar does not act as a fiduciary or an investment advisor.
DBRS Morningstar does not provide investment, financial or other advice.

Credit ratings, other types of credit opinions and other analysis and research issued by DBRS Morningstar (a) are, and must be construed solely as, statements of
opinion and not statements of fact as to credit worthiness, investment, financial or other advice or recommendations to purchase, sell or hold any securities; (b) do
not take into account your personal objectives, financial situations or needs; (c) should be weighed, if at all, solely as one factor in any investment or credit decision;
(d) are not intended for use by retail investors; and (e) address only credit risk and do not address other investment risks, such as liquidity risk or market volatility
risk. Accordingly, credit ratings, other types of credit opinions and other analysis and research issued by DBRS Morningstar are not a substitute for due care and
the study and evaluation of each investment decision, security or credit that one may consider making, purchasing, holding, selling, or providing, as applicable.

A report with respect to a DBRS Morningstar credit rating or other credit opinion is neither a prospectus nor a substitute for the information assembled, verified
and presented to investors by the issuer and its agents in connection with the sale of the securities.

DBRS Morningstar may receive compensation for its credit ratings and other credit opinions from, among others, issuers, insurers, guarantors and/or underwriters
of debt securities.

This publication may not be reproduced, retransmitted or distributed in any form without the prior written consent of DBRS Morningstar. ALL DBRS
MORNINGSTAR CREDIT RATINGS AND OTHER TYPES OF CREDIT OPINIONS ARE SUBJECT TO DEFINITIONS, LIMITATIONS, POLICIES AND
METHODOLOGIES THAT ARE AVAILABLE ON https://www.dbrsmorningstarcom. Users may, through hypertext or other computer links, gain access to or from
websites operated by persons other than DBRS Morningstar. Such hyperlinks or other computer links are provided for convenience only. DBRS Morningstar does
not endorse the content, the operator or operations of third party websites. DBRS Morningstar is not responsible for the content or operation of such third party
websites and DBRS Morningstar shall have no liability to you or any other person or entity for the use of third party websites.
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