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Major Rating Factors

* Concentrated business position; and

e Support from its majority shareholder, the Republic

of Peru;

» Very Strong capital position; and

* Leading position in the agricultural lending market

with little competition from large banks, which do

not offer specialized lending to the sector.

» Focus on the cyclical, thus somewhat risky,

agribusiness sector.

Outlook: Stable

The stable outlook for the next 18-24 months reflects our view that Agrobanco will maintain very strong RAC
metrics, of about 21%. It also reflects our view of a moderately high likelihood that the Republic of Peru would
provide extraordinary and timely support for the bank in the event of financial distress.

Downside Scenario
We could downgrade the bank if we expect its RAC ratio to weaken to below 15%.Capital metrics would be under
pressure if the bank resumes growth beyond our expectations and if FONAFE's projected capital injection doesn't

materialize.

Upside scenario
We could raise the ratings on Agrobanco in the next 18-24 months if its role importance to the government steadily
rises, which would result in additional notches of extraordinary support.
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Summary: Banco Agropecuario S.A

Rationale

The bank's SACP is based on Agrobanco's moderate business with greater scale and penetration in the agricultural
sector for the past three years but still less diversified than other universal multipurpose banks; very strong capital and
earnings supported by several capital injections from the government in recent years; weak risk position based on
higher concentration in the cyclical agribusiness than the domestic financial system; average funding; and adequate

liquidity.

The ratings on Agrobanco reflect its SACP and our view of a moderately high likelihood of government support,
according to our criteria for government-related entities, which adds one notch of support in the final issuer credit

rating on the bank.

Related Criteria And Research

Related Criteria

* General Criteria: Rating Government-Related Entities: Methodology And Assumptions, March 25, 2015
» Group Rating Methodology, Nov. 19, 2013

» Banks: Quantitative Metrics For Rating Banks Globally: Methodology And Assumptions, July 17, 2013
» Revised Market Risk Charges For Banks In Our Risk-Adjusted Capital Framework, June 22, 2012

» Banks: Rating Methodology And Assumptions, Nov. 9, 2011

» Banking Industry Country Risk Assessment Methodology And Assumptions, Nov. 9, 2011

» Bank Capital Methodology and Assumptions, Dec. 6, 2010

e Use Of CreditWatch And Outlooks, Sept. 14, 2009

* Commercial Paper I: Banks, March 23, 2004

Related Research
» Banking Industry Country Risk Assessment: Peru, Sept. 2, 2016

Anchor Matrix

Industry Economic Risk

Risk 1 2 3 4 5 6 7 8 9 10
1 a a a- bbb+ | bbb+ | bbb - - -
2 a a- a- bbb+ | bbb bbb bbb- - -
3 a- a- bbb+ | bbb+ | bbb | bPb- | bbb- | bb+ -
4 bbb+ | bbb+ | bbb+ | bbb bbb bbb- bb+ bb bb
5 bbb+ | bbb bbb bbb bbb- | bbb- bb+ bb bb- b+
6 bbb bbb bbb- | bbb- | bbb- bb+ bb bb bb- b+
7 bbb- | bbb- bb+ bb+ bb bb bb- b+ b+
8 - bb+ bb bb bb bb- bb- b+ b
9 - - bb bb- bb- b+ b+ b+ b
10 - - - b+ b+ b+ b b b-
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