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OVERVI EW

e On March 23, 2018, S&P dobal Ratings raised its unsolicited |ong-term
sovereign credit rating on Spain to 'A-' on its continuously strong
econoni ¢ performance, solid current account surplus, and ongoi ng
budgetary consol i dation. The outl ook is positive.

e W now see the Spanish sovereign as sufficiently strong to be equival ent
to other European peers in terns of its ability to act as a potenti al
backstop for the banking systemif funding difficulties were to energe.

e Spani sh banks still have to replace their high ECB borrow ngs, and we
expect themto remain structurally nore reliant on external funding than
peers. However, after substantial deleveraging, their funding profiles
are nuch nore bal anced, funding costs are at all-tine lows, and their
access to the external funding markets has been restored.

* W therefore believe that funding risks for the Spanish banking industry
have decreased, contributing to an overall easing of industry risks.

e Wiil e banks stand to benefit from favorabl e nmacroecononics, they are yet
to achieve a quicker reduction in the still-high stock of unproductive
probl ematic assets and stronger profitability.

* W& have raised our long- and short-termratings on four Spanish banks,
rai sed our long-termratings on another seven banks, and affirned the
remai ning four rated institutions.

 The outl ooks on the four entities whose ratings we did not raise, as well
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as two others, renain positive. The outl ooks on the other nine are now
st abl e.

MADRI D (S&P d obal Ratings) April 6, 2018--S&P d obal Ratings today took the
followi ng rating acti ons on Spani sh banks:

Rai sed our long- and short-termissuer credit ratings on Banco Sant ander
S A to'AA1 from'A /A2, raised the long-termrating on its highly
strategi c subsidiaries Banco Popul ar Espafiol S.A. and Sant ander Consuner
Finance S.A. to "A-' from'BBB+', and affirmed the short-termratings at
"A-2'. The outlooks on Banco Santander S. A and Santander Consuner

Fi nance S. A. are stable. The outl ook on Banco Popul ar Espafiol is positive.
Rai sed our long-termratings on Banco Bil bao Vizcaya Argentaria S. A and
its core subsidiary BBVA d obal Markets B.V. to 'A-' from'BBB+ . The

outl ook on both is stable. W affirned the short-termratings at 'A-2'.
Rai sed the long-termrating on Cai xabank S.A. to 'BBB+ from'BBB and
affirmed the 'A-2' short-termrating. The outl ook is stable.

Rai sed the long-termrating on Bankinter S.A. to 'BBB+ from'BBB and
affirmed the 'A-2' short-termrating. The outl ook is stable.

Rai sed the long- and short-termratings on Bankia S.A. to 'BBB/A-2' from
"BBB-/A-3', and those on its hol di ng parent conpany BFA Tenedora de
Acciones S.A U to 'BBB-/A-3 from'BB+/ B . The outlook on both is stable.
Rai sed the Iong- and short-termratings on Banco de Sabadell S. A to
"BBB/ A-2' from'BBB-/A-3' . The outl ook is stable.

Rai sed the long-termratings on Abanca Corporaci 6n Bancaria S.A. to 'BB
from'BB-' and affirmed the 'B" short-termratings. The outl ook renains

positive.
Affirmed the ratings on Cecabank S. A at 'BBB/A-2'. The outl ook remains
positive.
Affirmed the ratings on Kutxabank S. A at 'BBB/A-2'. The outl ook remnains
positive.

Affirmed the ratings on Caja Laboral Popul ar Cooperativa de Crédito at
'BBB-/A-3'. The outl ook renmains positive.

Affirmed the ratings on Ibercaja Banco S.A. at 'BB+/ B . The outl ook
remai ns positive.

We al so rai sed our issue ratings on the senior unsecured, senior nonpreferred,
subordi nated, and preferred debt instruments issued or guaranteed by the
entities that we upgraded, except for the short-termdebt ratings of entities
whose short-termratings were affirmed.

We al so took the following rating actions on the subsidiaries of Santander
SCF, and BBVA

Rai sed the long-termratings on Santander's U. S. bank subsidiary,

Sant ander Bank N. A, to 'A-' from'BBB+ and affirmed the 'A-2
short-termrating, reflecting our opinion that the U S. bank is highly
strategic to its parent. The outlook is stable.

Rai sed the long-termratings on Santander's U. S. internediate hol di ng
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conpany, Santander Hol di ngs USA (SHUSA), to 'BBB+ from'BBB', and
affirmed the 'A-2' short-termrating, inline with a sinilar upgrade of
the group's operating bank, but respecting the one-notch difference to
reflect structural subordination. The outl ook is stable.

e Raised to "A' from'BBB+ the long-termratings on German bank Santander
Consuner Bank AG core subsidiary of Santander Consuner Finance S.A The
outlook is stable. W affirnmed the short-termratings at 'A-2'.

e Affirnmed the long- and short-termratings on BBVA's U. S., subsidiary
Conpass Bank, and its internediate hol di ng conpany BBVA Conpass
Bancshares, at 'BBB+/ A-2'.

* Raised the preferred stock rating i ssued by Conpass Loan Hol dings (a
subsi di ary of Conpass Bank) to '"BB" from'BB-', in line with raising the
parent's preferred stock rating, as we believe the risk of dividend
deferral is equivalent to the risk on the parent's preferred stock

* Raised the long-termratings on BBVA' s strategic Peruvian subsidiary,
BBVA Banco Continental, to 'BBB+ from'BBB', adding one notch of group
support uplift. We affirmed the 'A-2' short-termrating. The outlook is
st abl e.

« Affirmed the 'BBB-' rating on BBVA Banco Continental's nondeferrable
subordi nat ed debt, as we consider group support to hybrid instrunents
uncert ai n.

RATI ONALE

The rating actions take into account our view that, after years of meaningful
del everagi ng, funding risks have reduced for the Spani sh banki ng system
Spani sh banks have seen a significant funding rebal ancing in the past few
years, with retail custonmer deposits now financing the bulk of their credit
operations. Funding costs have reduced to all-tine |ows and access to externa
fundi ng markets has been restored, supported by inproved investor confidence
in the banki ng system turnaround. Wile the repaynent of still-high European
Central Bank (ECB) borrow ngs remmins a challenge, and Spani sh banks are
likely to remain structurally nmore reliant than peers on foreign funding, the
ongoi ng strengtheni ng of Spain's creditworthiness provides sone confort. The
financially stronger position of the sovereign now renders it equivalent, in
our view, to other European peers in ternms of its ability to act as backstop
for the banking systemif funding difficulties arise. Qur upgrade of Spain on
March 23, 2018, was the third in the |last four years.

Qur view of the industry risks faced by the Spani sh banking i ndustry has

i mproved (to 4 fromb5, on a scale of 1-10 with 1 being the |owest risk), as
has our overall view of the relative strengths and weaknesses of the Spanish
banki ng system reflected in our Banking Industry Country R sk Assessment
(BICRA) for Spain--now Goup 4, from Goup 5 previously.

We have revised up our anchor for banks operating primarily in Spain to 'bbb'
from'bbb-', which has led us to upgrade 11 banks. The bank-specific

consi derati ons we were nonitoring did not prevent these upgrades. For exanple,
wi th Banco Sant ander--al nbst 10 nonths after its acquisition of Banco

Popul ar--we consider that the integration is progressing as planned. W now
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beli eve that the potential managerial risks posed by the integration of Banco
Popul ar into the group and the |ikelihood of the bank having to deal with
adverse financial ramfications not previously contenplated have di m ni shed.
Simlarly, we think that the potential risks posed by the Catal onian politica
crisis to the franchises and financial strength of Caixabank and Sabadell, the
two banks nobst exposed to the region, renain under control. The outl ooks are
stabl e on all upgraded banks except Banco Popul ar and Abanca Cor poraci 6n
Bancaria, which still carry positive outl ooks.

We affirned our ratings on four other, nostly regional and | ess diversified,
banks either because we see themfacing nore difficulty in significantly

i mproving returns and proving the mediumtermprofitability of their business
nodel s, and enhanci ng and di versifying their business (lbercaja and Cecabank);
or because we no | onger see capital conpared to risks as a rating strength
(Laboral); or we are uncertain that it will remain a rating strength

(Kut xabank). In this |ast case, we used a negative transition notch to set our
rati ng on the bank bel ow the SACP. The long-termratings on these four banks,
however, still have a positive outl ook, reflecting the possibility of upgrades
if they nanage to deliver on business plans or strengthen bal ance sheets to

of fset the inherent weaknesses that stemfromtheir geographic and business
concentrations.

As part of our review, and given that our view of the funding position of the
Spani sh banki ng system as a whol e has strengthened, we al so revised to average
all our bank-specific funding assessnments that we previously placed in the
above- average category. That is because we no |onger see mmjor structura
differences in the funding profiles of Spanish banks to justify above-average
assessnments, particularly in the context of our overall nobre positive
assessment of funding for the systemas a whole. This action had no ratings

i mpact .

The Spani sh banki ng systemstill faces two nain chall enges--hastening the
reduction of the still-high stock of problematic assets and inproving returns.
The latter remain bel ow banks' cost of capital, amd still very |ow rates,

nmut ed vol une growth, and intense conpetition

Strong econoni ¢ nonmentum coupled with the ongoi ng property narket recovery
that we now see as being in an expansionary phase, will continue to hel p banks
wor k-out their problematic exposures as well as boost a resunption of |ending
and financially strengthen househol ds and corporates. The government al so
stands to gain policy flexibility in the future. W therefore continue to
bel i eve that econonic risks could eventually ease further for Spani sh banks,
but we're not there yet. We would need to see an accel erated reduction of
banks' unproductive | egacy assets to conclude that econom c risks have eased
and banks are operating closer to normal. In our view, the banks will achieve
this only if they undertake nore significant disposals. Recent experience
shows that nonperform ng asset (NPA) stock will only decline organically by
about 1.5% 2. 0% of average | oans per year, neaning a long road ahead to really
| eave the problem behind. W estimate that at end-2017 the stock of NPAs was
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still 13.5% of | oans.

Foll owi ng today's rating actions, only two of the 15 entities we rate have
specul ati ve-grade long-termratings, while the unwei ghted-average rating of
Spani sh banks stands at 'BBB . Although still below pre-crisis |levels, on
average current ratings stand two or three notches above their |owest point in
t he cycl e.

QUTLOCKS

BANCO SANTANDER S. A.: STABLE

The stable outl ook on Banco Santander S.A. assumes that the integration of
Popul ar will continue snoothly, with the bank focusing on aligning Popular
with the group's operating standards and extracting cost synergies. W expect
the bank to continue delivering on its 2016-2018 strategic goals, gradually

i mproving profitability and strengthening capital. Stronger revenues and
stabl e operating and credit costs shoul d support higher bottomline results in
2018 and 2019, with returns on equity inproving to 8.0% 8.5% W now see the
bank's risk-adjusted capital (RAC) ratio increasing to about 7.5% by 2019,
thanks to retained profits and further issuance of Additional Tier 1 (AT1)

i nstruments. We have not assumed that the bank would face litigation charges
in excess of the contingency provisions created at the tine of Popular's
acquisition. Wiile asset quality indicators could deteriorate sonewhat in sone
busi ness segnent s/ geogr aphi es, overall we expect the group will keep whittling
down its stock of NPAs.

W de geographic diversification will continue to favor the bank, with strong
econoni ¢ nonentumin Spain offsetting a potentially |ess favorable U K
econormy. Political risks in Brazil remain high and we see increasing politica
uncertainty in Mexico, too, ahead of the presidential elections. W expect the
bank wi ||l nanage through regardl ess.

Al t hough the bank will continue issuing bailinable instrunents to conply with
the Jan. 1, 2019 total |oss-absorbing capacity requirements, we think it
unlikely that the buffer of bailinable debt would reach 400 basis points of
its S&P d obal Ratings risk-weighted assets, a level that would enable it to
benefit froma one-notch rating uplift

Qur base case is that the ratings will not change. However, we coul d consider
taking a positive rating action if the bank shows a stronger build-up of

| oss-absorbing instruments than we currently expect. Conversely, the ratings
could cone under pressure if unexpected events undermni ne the bank's capita
position, the bank engages in challenging acquisitions or we |ower our
sovereign rating on Spain.

BANCO POPULAR ESPANOL S. A.: POSI TIVE

The positive outl ook on Banco Popul ar reflects the possibility that we could
rai se our ratings on the bank over the next 12-24 nonths as integration with
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Banco Sant ander progresses, |eading us to conclude that the bank has becone a
core subsidiary and is therefore likely to benefit fromfinancial assistance
fromthe rest of the group under any foreseeabl e circunstances. Conversely, if
we do not see this happen, we would revise the outlook to stable.

SANTANDER CONSUMER FI NANCE S. A.: STABLE

The stabl e outl ook on Santander Consuner Finance S. A (SCF) reflects that on
its parent, Banco Santander S.A. As long as we continue to assess SCF as
highly strategic to Santander, our ratings on SCF will remain one notch bel ow
those on the parent and nove in tandemw th them

Al t hough our base-case scenario is for the ratings to remmi n unchanged, an
upgrade of SCF in the next two years could be triggered by a sinilar action on
both the parent and the Spani sh sovereign, or by our revision of SCF s status
within the group to core. Conversely, we could |ower the ratings on SCF
following a sinmlar action on the parent, or if we believed that the parent's
conmtrment to SCF had weakened, |eading us to revise downward our view of the
subsidiary's long-termstrategic inportance for the Santander group

SANTANDER CONSUMER BANK AG  STABLE

The stable outlook on SCB mirrors that on its parent SCF, as we expect it to
remain a core subsidiary and as such be directly affected by its parent's
credit profile strengthening or weakening.

We could raise the ratings on SCB if we upgraded SCF. Conversely, we could
lower the ratings on SCB following a similar action on SCF, or if we revised
down SCB's core status. W see the latter scenario as renote over the outl ook
hori zon.

SHUSA AND SANTANDER BANK: STABLE

The stabl e outl ooks on SHUSA and Santander Bank mirror the stable outl ook on
their parent, Banco Santander. W expect that any changes in the ratings on
SHUSA and Sant ander Bank over the next two years will be linked to the ratings
on the parent, as long as we consider the U S. bank highly strategic. The SACP
is "bbb-', reflecting SHUSA s substantial exposure to subprine auto |ending,
partly offset by its good northeast bank franchise and strong capital ratios.

BANCO BI LBAO VI ZCAYA ARGENTARI A S. A.: STABLE

Qur stable outl ook on BBVA reflects our expectation that all factors driving
our ratings are unlikely to change over the next 12-24 nonths. W expect BBVA
to continue focusing on developing its strong retail banking franchises in its
several countries of operation, aimng at strengthening profitability while
pushing for digitalization. W are not factoring in inorganic expansion. W
think the bank is well-positioned to accompdate potentially greater
uncertainty in Mexico ahead of this year's presidential elections, and in
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Turkey, given Spain's good econom ¢ nonmentum

We expect BBVA's bottomline profitability to continue recovering, with the
Spani sh division upping its contribution to group profits thanks primarily to
| ower operating and credit costs. W believe that the bank's capacity to
absorb unexpected | osses in a stress scenario will remain a rating strength
and expect the bank's RAC ratio to exceed 7%this year. W see the group's
asset quality indicators continuing to trend down, with positive devel opnents
in Spain offsetting potential deterioration in some Latin American markets.
VWi le the bank will gradually issue bailinable debt eligible to absorb | osses
in a resolution scenario, we don't think its buffer of bailinable instrunents
wi Il be enough to see the bank benefit froma one-notch rating uplift.

Al t hough we see a rating upgrade over the outl ook horizon as unlikely, we
could consider it if, contrary to our expectations, the bank builds up a
buffer of |oss-absorbing instrunents in resolution equivalent to 400 basis
poi nts of S&P G obal Ratings risk-weighted assets, or if it substantially
improves its profitability and proves to be an outperfornmer in its peer group
In either of these scenarios, for the ratings to be raised we would need to
have upgraded Spain itself (BBVA and the sovereign are currently at the sane
rating level) or we would have to be convinced that there is an appreciable
i kelihood that the bank could neet its obligations in a tinmely manner in the
hypot heti cal event of a Spani sh sovereign default, a condition that BBVA did
not previously neet.

Conversely, factors that could lead to a | ower rating include a nmeani ngfu
i ncrease of risks in Mexico or Turkey that woul d hanper BBVA' s financi al
strength, or us downgradi ng Spain

BBVA COVPASS BANCSHARES AND COMPASS BANK: STABLE

The stable outlooks on U. S. internediate hol di ng conpany BBVA Conpass
Bancshares and its mmi n bank, Conpass Bank are related to the stabl e outl ook
on their parent, BBVA S.A. W are not likely to |lower the rating on BBVA
Conpass over the next two years because it is a highly strategic subsidiary of
the parent and the rating is generally set one notch bel ow the parent's group
credit profile or at its 'bbb+ SACP. To raise the rating on BBVA Conpass one
notch to '"A-' we would need to raise the SACP to 'a-' from ' bbb+ . This could
occur if the bank denpbnstrated a track record of inproved conpetitive
positions in | ending and deposit-gathering and inproved earnings while

mai nt ai ni ng strong capital and good asset quality. W could rai se Conpass Loan
Hol ding's preferred stock rating (currently capped at the parent preferred
stock rating) if we raise the parent's preferred stock rating.

BBVA BANCO CONTI NENTAL: STABLE

The stable outlook mrrors that of the sovereign ratings on Peru and the
rating on the parent.
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CAl XABANK S. A.: STABLE

The stable outl ook reflects that our view of the bank's creditworthiness is
unlikely to change in the next 12-24 nonths. We expect Cai xabank to neet the
chal | enges of the political situation in Catalonia, and remain a doni nant

pl ayer in Spain. W also expect the bank to naintain a prudent funding and
l[iquidity profile and continue derisking its bal ance sheet. Specifically, we
expect the workout of NPAs to accelerate, with the bank preserving its
better-than-donestic-average asset quality metrics. That said, and despite
anticipating that the bank will build up capital organically in a supportive
econom ¢ environment, we don't think its capital conpared to risks would be a
rating strength. Finally, we expect Cai xabank to continue delivering on the
restructuring of Banco BPI S. A, its recently acquired Portuguese operations.

Al t hough unlikely to happen, we could consider a ratings upgrade on Cai xabank
if we see its capital and profitability strengthening well beyond our
expectations, leading to a RAC rati o sustai nably above 7% while at the sane
time its NPA stock reduces neani ngfully.

Conversely, we could |lower the ratings on Caixabank if its planned reduction
of NPAs slows down and its asset quality netrics align, rather than conpare
well, with those of domestic peers. W could also take a negative rating
action if political tensions in Catal onia persist over an extended period and
wei gh on its franchise and market position, or on its financial profile.

BANKI A:  STABLE

The stable outlook reflects that, despite a potentially nore supportive
econom ¢ environnment |eading to better capital measures at Bankia, capita
strengthening will unlikely be material enough to drive an upgrade over the
next 12-24 nonths.

Qur current expectation is that the bank's RAC ratio will inprove to around
8.5% by the end of 2019, thanks to both organic capital generation and

i ssuance of hybrid instruments. This forecast also assunes that the gradua
privatization of the bank will not neaningfully inpair the group's
consol i dated capitalization. An easing of econonmic risks in Spain would add
about 100 basis points to the bank's RAC rati o. Mreover, we expect Bankia to
reduce its NPAratio to below 10%in the next two years, while inproving its
recurrent profitability following the integration of recently acquired BMN

Qur base case is for the ratings to renmai n unchanged. However, we could take a
positive rating action if the bank manages to strengthen its RACratio
sust ai nably above 10% while materially inproving asset quality netrics.
Conversely, we could downgrade Bankia if asset quality netrics start |agging
donestic and international peers.

BFA: STABLE
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The stable outlook on BFA mirrors that of the group's operating entity,
Banki a, as we expect the rating on both the operating and hol di ng conpany to
nove in tandem

SABADELL: STABLE

The stabl e outl ook indicates that we expect our ratings to remain unchanged
over the next 12-24 nonths, even if Spain's econonic environnment becones nore
supportive. In such scenario, the bank's capital neasure could strengthen
beyond our current expectations, but not enough to becone a ratings strength.
Qur current forecast is that the bank's RACratio will inprove to around
7.2% 7.5%this year and next, supported by earnings retention. Profitability
shoul d al so i mprove noderately on the back of solid fee inconme growth and
lower credit provisions, but will remain below the bank's cost of capital. An
easing of economic risks in Spain would add sone 60 basis points to our
current forecasts.

Qur stable outlook also assunes that the bank will continue to actively reduce
its stock of NPAs--both nonperform ng | oans and real estate--which should fal
bel ow 8% by end-2019. Despite the | ess supportive econonic environnment in the
U K. post the Brexit vote, which could challenge the bank's plans to rapidly
develop its U K franchise and increase its profit contribution to the group
we don't see it as materially hanpering the group's financials. W al so expect
that the bank will continue to nmeet the chall enges posed by the politica
situation in Catal onia.

At this stage, we consider an upgrade to be renote. Conversely, we could | ower
our ratings if, contrary to our expectations, the bank fails to inprove its
capital and maintain a RAC rati o sustainably above 7% or the bal ance sheet
de-risking process slows substantially. W could al so take a negative action
if political tensions in Catal onia persist over an extended period and wei gh
on its franchise and nmarket position, or on its financial profile.

BANKI NTER: STABLE

The stable outlook indicates limted likelihood of a rating change over the
next 12-24 nonths, even if Spain's econonmc risks ease and lead to a

strengt heni ng of the bank's capitalization, as the latter would not be

mat eri al enough for us to consider the bank's capital as strong. |ndeed, our
base case is that Bankinter's RACratio will remain at the | ower end of
adequate (7% 10% this year and next. A stronger econonic environment woul d
add about 100 basis points to our RAC forecasts. W al so expect that Bankinter
wi Il maintain conservative underwiting standards while expanding its |oan
book, will successfully develop its Portuguese activities, and will contain
its reliance on short-term whol esal e financi ng.

At this stage, we consider an upgrade to be renpote. Having said that, we could

consider it if, contrary to our base case, Bankinter's solvency strengthened
materially, supporting a RAC rati o sustai nably above 10% over our two-year
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ti meframe. Conversely, we could |ower our ratings if Bankinter's risk appetite
increases as it mmintains steady loan growh or its funding profile relies
nmore heavily on short-term sources.

CECABANK: POSI TI VE

The positive outl ook on Cecabank reflects the possibility that we could raise

our long-termrating within the next 12-24 nonths if:

* Cecabank proves able to strengthen its franchi se and grow and diversify
its business further.

e Cecabank nmi ntains robust capitalization, a RAC ratio sustainably above
15% while preserving its risk profile, counterbalancing its concentrated
busi ness nodel. Capital could strengthen further if our assessnent of
economi ¢ risks for the Spanish banking systemwere to inprove.

We could revise the outlook to stable if the above | ooked unlikely to come to
fruition.

KUTXABANK: POSI Tl VE

The positive outl ook on Kutxabank reflects the possibility of an upgrade over
the next 12-24 nmonths if the bank remains solidly capitalized conpared to the
risks it faces. This could happen if:

 The organic reduction of its NPA stock and additional disposals of
noncore equity stakes, coupled with a further easing of economic risks in
Spai n, push the bank's RAC rati o sustainably above 10% from our current
estimte of 8% at end-2017; or,

» The bank accel erates the reduction of its stock of NPAs through
opportunistic sales so that its asset quality indicators continue
conparing well with those of peers, rather than actually converging to
the industry average. Qur base case is that the bank's NPAs will account
for 8% of |oans at end-2019.

Qur positive outlook al so assunes that the bank will maintain stricter risk
controls and a clearer strategic focus conpared with peers, and that
profitability will inprove noderately thanks to fee-rel ated busi ness and
contai ned costs. Still, we forecast the bank to post only md-single digit
return-on-equity this year and next.

Conversely, we could revise the outlook to stable if:

» Kut xabank's capitalization | ooks unlikely to strengthen enough

e The bank fails to significantly de-risk its bal ance sheet and to nmaintain
better-than-peers asset quality netrics.

e The bank engages in acquisitions that could inpair its financial profile
or represent a nmanagerial chall enge, or

 The bank's busi ness nodel proves insufficiently profitable.
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CAJA LABORAL: POsI Tl VE

The positive outl ook on Caja Laboral reflects the possibility that we could
raise our ratings within the next 12-24 nonths if, in the context of a further
easing of economic risks in Spain, Caja Laboral exhibits a clear capita
strength, which would help it offset the risks enanating fromits inherently
concentrated busi ness nodel, while preserving the value of its franchise. This
woul d i mply achieving and sustaining a RAC rati o above 10%

Qur positive outl ook al so assunes that Caja Laboral will maintain its
currently prudent strategy and that the bank will remain primarily
retail-funded. We al so expect the bank's currently better-than-peers' asset
quality neasures to gradually converge to the industry average. In particul ar
we forecast that its NPAs will fall to about 7% of gross |oans by end-2019.
Over the outl ook horizon, we expect the bank's profitability to stand bel ow
its cost of capital, with return on equity hovering around 5.0%5.5%

We could revise the outlook to stable if, contrary to our expectations, we
don't see prospects of the econom c environnent in Spain beconing nore
supportive for banks, rendering a material enough capital strengthening
unli kel y.

| BERCAJA: PCSI Tl VE

The positive outlook on Ibercaja reflects the possibility that we could raise
our ratings in the next 12 nonths if the entity delivers on its strategic
targets and manages to turn around its still-weak underlying profitability or
if it strengthens its capital, thereby offsetting its conparatively Iimted
busi ness and geographi cal diversification. The bank's new strategic plan
contenpl ates an i nprovenent of the bank's return on tangible equity to above
9.0% by 2020 fromthe 5.3%reported at end-2017.

We currently expect the bank's RAC ratio will be about 6% by end-2019, but it
could strengthen by an additional 70 basis points if Spain's economc risks
ease further. W expect |bercaja to reduce its problem assets to 10% of gross
| oans by 2019.

If Ibercaja' s creditworthiness were to inprove, we could raise our ratings on
the bank's AT1 preferred securities by two notches, rather than one, owing to
the bank's transition to investnment grade.

We could revise the outlook to stable if we anticipate that Ibercaja is going
to fail to significantly inprove its returns, if it engages in acquisitions
that inpair its financial profile, or we no |longer see a chance of risks in
Spai n' s econoni ¢ envi ronment easing.

ABANCA: POsI Tl VE

The positive outl ook on Abanca reflects the possibility that we could raise
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our long-termrating in the next 12 nonths if:

» The bank succeeds in delivering on its business plan and sustai nably
i nproves its operating profitability, or

* Its capitalization further strengthens, nore likely in the context of an
easing of the economc risks faced by Spani sh banks, such that we were to
conclude that its capital vis-a-vis its risks is no longer a rating
weakness.

The positive outl ook al so assunes that Abanca will continue to reduce its
portfolio of NPAs, while keeping adequate coverage levels. In particular, we
forecast that the bank's NPAs will fall to about 6.0% 6.5% of gross |oans by
end- 2019.

We coul d revise the outlook to stable if we anticipate that:

e Abanca will fail to further deliver on its strategic plan and sustainably
i mprove its returns;

* It engages in acquisitions that inpair its financial profile or pose
manageri al chal | enges;

* W don't see prospects of the econonmic environment in Spain beconm ng nore
supportive for banks and therefore of Abanca's capitalization becom ng
adequate (its RAC rati o sustainably exceeding 7% ; or

 Abanca were to face difficulties in financing new |l ending with stable
fundi ng sources and this offsets the benefits of a potential capita
strengthening or profitability turnaround.

Bl CRA SCORE SNAPSHOT FCOR SPAIN

To From

Bl CRA Group 4 5
Econom ¢ Ri sk 5 5
Econom c resilience I nternedi ate Risk I nternedi ate Risk
Econom ¢ i nbal ances I nternedi ate Ri sk I nternedi ate Ri sk
Credit risk in the econony H gh Ri sk H gh Ri sk
I ndustry Ri sk 4 5
Institutional franmework I nternedi ate Ri sk I nternedi ate Ri sk
Conpetitive dynam cs Internediate Risk Internediate Risk
Syst emwi de f undi ng Internediate Ri sk H gh Ri sk
Tr ends
Economic risk trend Positive Positive
I ndustry risk trend St abl e Positive
Table 1
Rating Score Snapshots

To From

Banco Santander S.A.
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Table 1
To From

Issuer Credit Rating ~ A/Stable/A-1 A-/Stable/A-2
SACP a a-
Anchor bbb bbb-
Business Position Very strong (+2) Very strong (+2)
Capital and Earnings  Adequate (0) Moderate (-1)
Risk Position Strong (+1) Very strong (+2)

Funding and Liquidity Average/Adequate (0) Above Average/ Adequate (0)

Support

GRE Support

Group Support
ALAC Support

Sovereign Support

0
0
0
0
0
0

o|lo|lo|lo|o| o

Additional Factors

Santander Consumer Finance S.A.

Issuer Credit Rating  A-/Stable/A-2 BBB+/Stable/A-2
SACP bbb bbb-

Anchor bbb+ bbb

Business Position Moderate (-1) Moderate (-1)
Capital and Earnings  Strong (+1) Adequate (0)

Risk Position Moderate (-1) Adequate (0)
Funding and Liquidity Average/Adequate (0) Average/Adequate (0)
Support +2 +2

GRE Support 0 0

Group Support +2 +2

ALAC Support 0 0

Sovereign Support 0 0

Additional Factors 0 0

Banco Bilbao Vizcaya Argentaria, S.A.

Issuer Credit Rating  A-/Stable/A-2 BBB+/Positive/A-2
SACP a- bbb+

Anchor bbb bbb-

Business Position Strong (+1) Strong (+1)

Capital and Earnings  Adequate (0) Adequate (0)

Risk Position Strong (+1) Strong (+1)

Funding and Liquidity Average/Adequate (0) Above Average/ Adequate (0)

Support 0 0
GRE Support

Group Support
ALAC Support

o|o|o| o
o|o|o| o

Sovereign Support
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Table 1
To From
Additional Factors 0 0
CaixaBank S.A.
Issuer Credit Rating BBB+/Stable/A-2 BBB/Positive/A-2
SACP bbb+ bbb
Anchor bbb bbb-
Business Position Strong (+1) Strong (+1)
Capital and Earnings  Moderate (-1) Moderate (-1)
Risk Position Strong (+1) Strong (+1)

Funding and Liquidity Average/Adequate (0) Above Average/Adequate (0)

Support 0 0

GRE Support 0 0

Group Support 0 0

ALAC Support 0 0

Sovereign Support 0 0

Additional Factors 0 0
Bankinter S.A.

Issuer Credit Rating BBB+/Stable/A-2 BBB/Positive/A-2

SACP bbb+ bbb

Anchor bbb bbb-

Business Position Adequate (0) Adequate (0)

Capital and Earnings  Adequate (0) Adequate (0)

Risk Position Strong (+1) Strong (+1)

Funding and Liquidity Average/Adequate (0) Average/Adequate (0)

Support 0 0
GRE Support 0 0
Group Support 0 0
ALAC Support 0 0
Sovereign Support 0 0
Additional Factors 0 0
Bankia S.A.
Issuer Credit Rating =~ BBB/Stable/A-2 BBB-/Positive/A-3
SACP bbb bbb-
Anchor bbb bbb-
Business Position Adequate (0) Adequate (0)
Capital and Earnings  Adequate (0) Adequate (0)
Risk Position Adequate (0) Adequate (0)
Funding and Liquidity Average/Adequate (0) Average/Adequate (0)
Support 0 0
GRE Support 0 0
Group Support 0 0
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Table 1
To From

ALAC Support 0 0
Sovereign Support 0 0
Additional Factors 0 0

Banco de Sabadell S.A.
Issuer Credit Rating BBB/Stable/A-2 BBB-/Positive/A-3
SACP bbb bbb-
Anchor bbb bbb-
Business Position Adequate (0) Adequate (0)
Capital and Earnings  Adequate (0) Adequate (0)
Risk Position Adequate (0) Adequate (0)

Funding and Liquidity Average/Adequate (0) Average/Adequate (0)

Support 0 0

GRE Support 0 0

Group Support 0 0

ALAC Support 0 0

Sovereign Support 0 0

Additional Factors 0 0
Kutxabank S.A.

Issuer Credit Rating BBB/Positive/A-2 BBB/Positive/A-2

SACP bbb+ bbb

Anchor bbb bbb-

Business Position Adequate (0) Adequate (0)

Capital and Earnings ~ Adequate (0) Adequate (0)

Risk Position Strong (+1) Strong (+1)

Funding and Liquidity Average/Adequate (0) Above Average/ Adequate (0)

Support 0 0
GRE Support 0 0
Group Support 0 0
ALAC Support 0 0
Sovereign Support 0 0
Additional Factors -1 0

Cecabank S.A.
Issuer Credit Rating BBB/Positive/A-2 BBB/Positive/A-2
SACP bbb bbb
Anchor bbb bbb-
Business Position Moderate (-1) Adequate (0)
Capital and Earnings ~ Strong (+1) Strong (+1)
Risk Position Adequate (0) Adequate (0)

Funding and Liquidity Average/Adequate (0) Average/Adequate (0)

Support 0 0

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT
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Table 1

Rating Score Snapshots (cont.)

Reduced Funding Risks Lead To Upgrades At Several Spanish Banks

To From
GRE Support 0 0
Group Support 0 0
ALAC Support 0 0
Sovereign Support 0 0
Additional Factors 0 0

Caja Laboral Popular Cooperative de credito

Issuer Credit Rating

BBB-/Positive/A-3

BBB-/Positive/A-3

SACP bbb- bbb-
Anchor bbb bbb-
Business Position Moderate (-1) Moderate (-1)
Capital and Earnings  Adequate (0) Adequate (0)
Risk Position Adequate (0) Strong (+1)
Funding and Liquidity Average/Adequate (0) Average/Adequate (0)
Support 0 0
GRE Support 0 0
Group Support 0 0
ALAC Support 0 0
Sovereign Support 0 0
Additional Factors 0 0

Ibercaja Banco S.A.
Issuer Credit Rating BB+/Positive/B BB+/Positive/B
SACP bb+ bb+
Anchor bbb bbb-
Business Position Moderate (-1) Adequate (0)
Capital and Earnings  Moderate (-1) Moderate (-1)
Risk Position Adequate (0) Adequate (0)
Funding and Liquidity Average/Adequate (0) Average/Adequate (0)
Support

GRE Support

Group Support

ALAC Support

Sovereign Support

Additional Factors

0
0
0
0
0
0

o|lo|lo|o|o| o

Abanca Corporacion Bancaria S.A.

Issuer Credit Rating BB/Positive/B BB-/Positive/B
SACP bb bb-

Anchor bbb bbb-

Business Position Weak (-2) Weak (-2)
Capital and Earnings  Moderate (-1) Moderate (-1)
Risk Position Adequate (0) Adequate (0)
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Table 1

Rating Score Snapshots (cont.)

To From

Funding and Liquidity Average/Adequate (0) Average/Adequate (0)

Support

GRE Support

ALAC Support

Sovereign Support

0
0
Group Support 0
0
0
0

Additional Factors

olo|o|lo|o| o
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RATI NGS LI ST

Upgr aded

Banco Sant ander S. A
| ssuer Credit Rating

Upgr aded; Ratings Affirned

Banco Popul ar Espanol S. A
| ssuer Credit Rating

Sant ander Consuner Fi nance S. A
Sant ander Consumer Bank AG
| ssuer Credit Rating

Sant ander Hol dings U.S. A Inc.
| ssuer Credit Rating

Sant ander Bank, N. A
| ssuer Credit Rating
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To

A/ St abl e/ A-1

To

A-/ Positivel A-2

A-/ St abl e/ A-2

BBB+/ St abl e/ A- 2

A-/ St abl e/ A-2

Upgr aded; Qutl ook Action; Ratings Affirned

To

Banco Bil bao Vizcaya Argentaria S. A

BBVA d obal WMarkets B. V.
| ssuer Credit Rating

BBVA Banco Conti nent al
| ssuer Credit Rating
Rati ngs Affirned
BBVA Conpass Bancshares, |nc.

Conpass Bank
| ssuer Credit Rating

A-/ St abl e/ A-2

BBB+/ St abl e/ A- 2

BBB+/ St abl e/ A- 2

Upgr aded; Qutl ook Action; Ratings Affirned

Cai xaBank S. A
| ssuer Credit Rating

Upgr aded; Qutl ook Action
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To

BBB+/ St abl e/ A-2

From

A-/ St abl e/ A-2

From

BBB+/ Posi ti ve/ A-2

BBB+/ St abl e/ A-2

BBB/ St abl e/ A-2

BBB+/ St abl e/ A- 2

From

BBB+/ Posi ti ve/ A-2

BBB/ Posi tivel A-2

From

BBB/ Posi tive/ A-2
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To From
Bankia S. A
I ssuer Credit Rating BBB/ St abl e/ A- 2 BBB-/ Posi tive/ A-3
BFA Tenedora de Acciones, S A U
| ssuer Credit Rating BBB-/ St abl e/ A-3 BB+/ Posi tive/ B
Upgr aded; Qutl ook Action
To From
Banco de Sabadell S. A
| ssuer Credit Rating BBB/ St abl e/ A- 2 BBB-/ Posi tivel/ A-3

Upgr aded; Qutl ook Action; Ratings Affirned

To From

Banki nter S. A

| ssuer Credit Rating BBB+/ St abl e/ A- 2 BBB/ Posi tive/ A-2
Affirnmed
Cecabank S. A

| ssuer Credit Rating BBB/ Posi tive/ A-2
Kut xabank S. A

I ssuer Credit Rating BBB/ Positive/ A-2

Caj a Laboral Popul ar Cooperativa de Credito
| ssuer Credit Rating BBB-/ Posi tive/ A-3

| bercaja Banco S. A.

| ssuer Credit Rating BB+/ Posi tive/ B

Upgr aded; Ratings Affirned
To From
Abanca Cor poraci on Bancaria S. A
I ssuer Credit Rating BB/ Positive/ B BB-/ Positivel/B

NB. This list does not contain all ratings affected.

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@spglobal.com
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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. st andardandpoors. 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 the S& G obal Ratings' public website at

ww. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the followi ng S& d obal Ratings nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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