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Research Update:
Ratings On Banco Internacional de Costa Rica

S.A. Affirmed, Outlook Stable On Financial

Performance

Overview

e Banco Internacional de Costa Rica S A (BICSA) is maintaining a positive
trend in financial perfornance.

« W are affirnming the counterparty credit rating on Bl CSA

 The outl ook renmi ns stable.

Rating Action

On Aug. 5, 2010, Standard & Poor's Ratings Services affirnmed its 'BB/ B
counterparty credit rating on Banco Internacional de Costa Rica S.A (BICSA).

Rationale

The concentration of BICSA's |oan portfolio in Central America, especially in
nations with I ong-termsovereign ratings in the 'BB category, constrains the
rati ng. However, the rating receives support fromthe positive trend in
financial performance, mainly attributable to a nore conservative and

experi enced nanagenent team

We solely base the ratings on BICSA on its stand-alone credit profile,
rather than on expected extraordi nary support fromthe government. W consider
Bl CSA a governnent-related entity (GRE) in the Republic of Costa Rica (foreign
currency: BB/ Stable/B; |ocal currency: BB+/ Stable/B), due to its sharehol di ng
structure where the country's two |argest public banks wholly own BI CSA.
However, we al so consider that the |link between Bl CSA and Costa Rica's
government is limted, as well as its inportance to the governnment. Therefore,
we do not consider any notches of support into the ratings.

The bank has significant exposure in Central America, wth about 52% of
its loans in Costa Rica, 27%in Panana, 7% in N caragua, 5% in El Sal vador
and 4% in the U S., while the remainder is mainly fromother Central American
countries as of June 30, 2010. Although the bank's exposure to nations with
| ong-term sovereign ratings in the 'BB category has decreased follow ng a
nore conservative strategy and approach toward risk, overall exposure to 'BB
category economes still remains around 50% and the nore adverse economc
conditions in these countries remain a chall enge.

Enterprise risk managenment has strengthened and we believe it is
adequate. Furthernore, we believe that BI CSA has inproved its credit
origination processes and operational risk nmanagenent. It has strengthened its
managenent, and we expect it to continue with structural changes that will
continue to enhance its financial profile. As a result of the changes it has
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i mpl enent ed since 2007, BICSA has inmproved its efficiency ratios up to 53.3%
as of June 2010 from 64.5%in 2007. W expect this trend to continue and by
year-end 2010, we expect efficiency to remain close to current levels. Return
on assets (ROA) has al so strengthened and was 1.4% by the end of the second
gquarter, simlar to that of other banks with the sane ratings.

Bl CSA' s refocusing of its strategy toward nore trade finance, corporate
I ending, and diversification to higher-rated countries could help it maintain
nonperform ng assets bel ow 2%t hrough 2010 and 2011. Al though BI CSA has been
wor ki ng on decreasing its main exposures, its loan portfolio still shows
i mportant concentrations by custoner, exposing BICSA to |arge increases in
nonperform ng assets when a client defaults. Gven the portfolio' s geographic
m x, the bank needs to focus on mmintaining asset quality. W think adequate
busi ness prospects exist in the region where BlI CSA operates. The short-term
nature of the bank's loan portfolio also gives it nore flexibility than other
banks to adapt to changi ng market conditions.

Outlook

The stable outl ook reflects Standard & Poor's expectation that BI CSA will
maintain its financial performance due to its tighter operational controls,
nore di sci plined approach to | oan portfolio growth, and inproved corporate
governance. To raise the ratings, we would require BICSA to further diversify
its asset base into countries with higher sovereign ratings than Costa Rica,
as well as continue to inprove the tenor and diversification of its funding
structure. We could also raise the ratings if there is a positive change in
the sovereign ratings of the main countries where the bank operates. W could
lower the ratings if econonic conditions in the countries where Bl CSA operates
affect its loan portfolio' s asset quality, profitability, and capitalization
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Conplete ratings information is available to RatingsDi rect subscribers on the
A obal Credit Portal at ww. gl obal creditportal.comand RatingsDirect

subscri bers at ww. ratingsdirect.com All ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

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

col um.

Standard & Poor’s | RatingsDirect on the Global Credit Portal | August 5, 2010 4



Copyright ( ¢ ) 2010 by Standard & Poor’s Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

The McGraw-Hill companies

www.standardandpoors.com/ratingsdirect S



	Research:
	Overview
	Rating Action
	Rationale
	Outlook
	Related Criteria And Research
	Ratings List


