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Inversiones La Construccion S.A.

Ratings Score Snapshot

Issuer Credit Rating

BBB+/Negative/--

SACP: bbb+ ——— »  Support: 0 ——— »  Additional factors: 0

Anchor bbb+ Holding company ICR
ALAC support 0
Business
position Strong *
Capital and
earnings Adequate 0 GRE support 0
;F){(I)ssli(tion Adequate 0
BBB+/Negative/--
Funding Moderate Group support 0

Liquidity Adequate
Sovereign support 0
CRA adjustment 0

ALAC--Additional loss-absorbing capacity. CRA--Comparable ratings analysis. GRE--Government-related entity. ICR--Issuer
credit rating. SACP--Stand-alone credit profile.

Credit Highlights
Key strengths Key risks
Good business and revenue diversification. Tight economic prospects in Chile given investor uncertainty due
to the change in political leadership and the writing of a new
constitution.
Good prospects for profitability and capitalization. The banking operations depend heavily on wholesale funding,

which we view as less stable.

The holding company benefits from stable dividends from its several
operating subsidiaries, which provide a comfortable buffer to meet its
financial obligations.

Our rating on Inversiones La Construccion (ILC) reflects its good intrinsic creditworthiness, with a 'bbb+' group credit
profile (GCP). The rating incorporates the group's strong business position, favorable profitability prospects, and
adequate capital base. We think risks are mitigated by the group's wide array of businesses and adequate composition
of the investment portfolio. On the other hand, ILC's banking operations are mainly funded by wholesale
sources--mostly debt issuances--a disadvantage compared with other financial institutions in Chile. We view the

group's liquidity as adequate.

ILC continues benefiting from stable earnings from its different businesses. However, we continue monitoring ongoing

government discussions around the business model of pensions and health care services in Chile, and the potential
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Inversiones La Construccion S.A.

impact this could have on the group's credit fundamentals in the next few years.

We rate the holding company, ILC, at the same level as the group's 'bbb+' GCP because it benefits from diversified and
very stable income sources in the form of dividends from a wide range of businesses. Therefore, we believe the
businesses are sufficiently diverse and independent so that a hypothetical suspension of cash flows from any of ILC's
operating entities wouldn't compromise its financial position and ability to honor its obligations. We expect the holding
company to continue receiving more than sufficient cash inflows to meet its obligations because dividends from its

subsidiaries will cover more than 5x of its interest expenses.

ILC is the largest Chilean financial conglomerate and benefits from ample business diversification. The Chilean
Chamber of Construction (CChC) is the ultimate shareholder of ILC, which provides brand recognition to the group.
ILC underwrites insurance businesses in Chile through its operating subsidiaries Confuturo, Consalud, and Vida
Camara; provides banking products and services through Banco Internacional (BBB+/Negative/--); and provides

health care services through RedSalud.

ILC also generates a large portion of its revenue through its nonconsolidated subsidiaries, AFP Habitat and
Administradora Americana de Inversiones, which are large pension fund managers operating in Chile, Peru, and
Colombia. ILC's profitability has remained good, with an average return on equity (ROE) of roughly 15% in 2020 to
June 2023.

The group benefits from stable capitalization and high financial flexibility. The group has capacity to boost capital due
to its diversified and stable dividend sources, which gives it increased financial flexibility. We expect the group to keep
an average risk-adjusted capital (RAC) ratio of 6.5% for 2023. We also expect it to support its asset growth through
prudent dividend policies in the next few years. We think IL.C has good quality of capital because its equity consists of
paid-in capital, reserves, and retained earnings. Moreover, the group benefits from strong earnings quality, reflected in

its revenue structure that mainly consists of net interest and insurance income.

ILC follows conservative growth strategies with focus on its core business segments. The bank has improved its
underwriting practices and credit risk management in recent years. As a result, its nonperforming assets (NPAs) have
significantly improved since 2019, although they're still slightly higher than the industry average. Insurance subsidiaries
benefit from risk diversification, given the retail nature of their business base, which mainly consists of pensions and
health insurance. We also think the group's investment portfolios are adequately diversified by single obligor, and most

of the securities have solid credit quality.

Although the business mix is somewhat complex, we view the risk of unexpected losses arising from the pension
business to be limited. We also expect this risk to keep decreasing because AFP Habitat is diversifying geographically

and increasing its business in the voluntary savings industry.

ILC's banking subsidiary has some concentration in its funding base, but adequate liquidity. The bank is mainly funded
through wholesale funding, mostly debt issuances, which we view as less stable than other funding sources. The
funding structure compares unfavorably with those of domestic financial institutions that grow lending through
customer deposits. However, Banco Internacional has been diversifying its funding base recently by issuing multiple

bonds in the domestic market with diversified maturity profiles.
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On the other hand, in January 2022, ILC issued senior unsecured notes for $300 million, which should help refinance
debt coming due in the next few years. We believe ILC and its subsidiaries have adequate liquidity to cover short-term
obligations. In our view, the insurance subsidiaries have sound liquidity and good earnings capacity to cover

insurance-related liabilities and financial obligations.

Outlook

The negative outlook on ILC reflects downside risks until Chile's economy fully recovers and prospects become clearer
amid the potential amendment of the constitution, the polarized political landscape, and/or other global

developments.

Downside scenario

We could downgrade ILC if we assign a higher economic risk score in Chile's Banking Industry Country Risk
Assessment (BICRA). In addition, we could lower the rating if dividend sources become less diversified, if ILC
increases its debt, or if its subsidiaries upstream fewer dividends, reducing the holding company's debt service

coverage ratio to below 4x.

Upside scenario
We could revise the outlook on ILC to stable if the pressures on the financial system decrease, prompting us to revise

the negative trend in the economic risk in Chile's BICRA to stable, while all other fundamentals remain unchanged.

Key Statistics

Inversiones La Construccion S.A. key figures

--Fiscal year-ended Dec. 31--

(Mil. CLP) 2023* 2022 2021 2020 2019
Adjusted assets 6,100,918 5,967,810 5,271,499 4,908,728 4,493,470
Customer loans (gross) 3,010,324 2,685,290 2,332,999 2,118,898 2,012,026
Adjusted common equity 662,348 532,466 588,406 512,114 453,091

Operating revenues 142,638 229,871 170,536 190,362 174,955
Noninterest expenses 35,072 61,696 53,523 48,282 45,621
Core earnings 99,301 164,725 104,144 95,097 102,322

*Data as of June 2023.

Inversiones La Construccién S.A.--Rating Component Scores

Holding company issuer credit rating BBB+/Negative/--
SACP bbb+
Anchor bbb+
Economic risk 4
Industry risk 3
Business position Strong
Capital and earnings Adequate
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Inversiones La Construccion S.A.--Rating Component Scores (cont.)

Holding company issuer credit rating BBB+/Negative/--
Risk position Adequate
Funding Moderate
Liquidity Adequate
Comparable ratings analysis 0

Support 0
ALAC support 0
GRE support 0
Group support 0
Sovereign support 0

Additional factors 0

ALAC--Additional loss-absorbing capacity. GRE--Government-related entity. SACP--Stand-alone credit profile.

Related Criteria

+ Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment Methodology And
Assumptions, Dec. 9, 2021

+ Criteria | Financial Institutions | General: Financial Institutions Rating Methodology, Dec. 9, 2021

» General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10, 2021

* General Criteria: Group Rating Methodology, July 1, 2019

+ Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, July 20, 2017
* General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

+ Criteria | Insurance | General: Refined Methodology And Assumptions For Analyzing Insurer Capital Adequacy
Using The Risk-Based Insurance Capital Model, June 7, 2010

Ratings Detail (As Of October 12, 2023)*

Inversiones La Construccion S.A.

Issuer Credit Rating BBB+/Negative/--
Senior Unsecured BBB+

Issuer Credit Ratings History

24-Jan-2022 BBB+/Negative/--
Sovereign Rating
Chile
Foreign Currency A/Stable/A-1
Local Currency A+/Stable/A-1
Related Entities
Banco Internacional
Issuer Credit Rating BBB+/Negative/--
CaVal (Mexico) National Scale mxAAA/Stable/mxA-1+

Senior Unsecured
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Inversiones La Construccion S.A.

Ratings Detail (As Of October 12, 2023)*(cont.)

CaVal (Mexico) National Scale mxAAA
CaVal (Mexico) National Scale mxA-1+
Senior Unsecured BBB+

Caja de Compensacion de Asignacion Familiar de los Andes
Issuer Credit Rating BBB/Negative/--

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are comparable
across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and
debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.
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