FINDETER
Bogota D.C- Colombia

Asunto: Certificacion de cupo de crédito para la convocatoria No. FDT-C-021-2021

En VIC a 30 de septiembre de 2021.

Objeto de la convocatoria: Contratar la consultoria para realizar la actualizacién de la
formulacion del plan maestro de movilidad sostenible y segura y de la estructuracion técnica,
legal, financiera y social del sistema estratégico de transporte publico de Villavicencio.

Respetados Sefiores,

De manera atenta nos permitimos informar lo siguiente:

F A- 39000013

Que LAVOLA 1981 SAU con NIF A-58635269 es cliente de esta Sucursal desde 1.995., tratandose
de una empresa de gran seriedad que en todo momento ha cumplido sus compromisos de pago,
gozando, a nuestro criterio, de prestigio y considerandola acreedora de poder establecer
relaciones comerciales con ella
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Que la empresa LAVOLA 1981 SAU, cuenta con una linea de avales autorizada por valor de hasta
400.000 euros equivalente a 463.440 USD, al tipo de cambio de 1,1586 __(tipo de cambio usado
para conversion divisa) ___

de 5,

2.39004 Santander

La utilizacion dependera del monto disponible en la linea al momento de la solicitud. Su
disponibilidad y condiciones estan sujetas a la facultad que tiene el Banco de estudiar
s separadamente cada operacién y, una vez calificada, admitirla o rechazarla
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FERRAN OBIOLS BOIX — Apoderado- ’
Ronda Francesc Camprodon, 12. 08.500 — VIC (Barcelona)

Tel: 93-886-29-00

Ferran Obiols Boix - Apoderado
fobiols@gruposantander.es



RV: CUPO DE CREDITO

Javi Ceballos <Javi.Ceballos@anthesisgroup.com>
Jue 30409/2021 5:50 AM

Para: Camilo Alvarez <Camilo.Alvarez@anthesisgroup.coms>

CC Gemma Deges <GemmaDeges@anthesisgroup.coms
Buenos dias Camilo

Adjunte la carta certificada, también verds el dltimo inferme de Fitch sobre el banco.
Espero gue todo esté correcto.

Saludos

Xevi Ceballos

Administracié | Finances
+34 938 515 055

De: OBIOLS BOIX FERRAN <fobiols@gruposantander.es>

Erviado el: jueves, 30 de septiembre de 2021 12:40

Para: Javi Ceballos <lavi.Ceballos@anthesisgroup.comz

Asunte: CUPO DE CREDITO

Confidential

Bon dia Xevi,

Adjunt et faig arribar la carta solicitada.

L'hem consensuat amb assessoria juridica, espero que us serveixi,

També us he adjuntat 'dltim informe de Fitch on diu que el Banc Santander es A-
Qualsevol cosa hem dieul

Tinc els originals a l'oficina, ja hem dieu si ho veniu a recollir o com ha fem.

Salut

Ferran Obiocls Boix

Empreses
&Suntander TIF +34 93 886 20 (0 | 505 518 756
EmprESQS Rda. Francesc Camgrodon, 12 (Vic)
fobokEgruposantander es

Anles de imprimir este mensaje o sus documenlos anexos, aseglrese de que es necesario.
Proteger el medio ambiente esta en nuestras manos.

Before printing this e=mail or attachments, be sure it is necessary.
Itis in our hands to protect the environment.

ii.biii.iii.fii.}iAVISO LEmLi.iii.iii.HHHii.iii

Esle mensaje es privado y confidencial y solarente para la persona a la que va dirigido. Si usled ha recibide este mensaje por error, no debe revelar, copiar, distribuir o usarlo en
ningln sentido. Le rogamos lo comunique al remitente y borre dicho mensaje y cualguier documento adjunio que pudiera cantener. No hay renuncia a la conlidencialidad ni a
ningun privilegio per causa de transmisidn errénea o mal funcicnamiento.

Cualguier opinién expresada en esie mensaje perienece Unicamente al autor remitente, y no representa necesariamente la opinién de Grupo Santander, a no ser que
expresamente se diga y el remitente esté autorizado para hacerdo. Los correos electrdnicos no son sequros, no garantizan b confidencialidad ni la correcta recepeidn de los
mismos, dado que pueden ser interceptados, manipulados, destruidos, llegar con demara, incompletos, o con virus. Grupo Santander no se hace responsable de las alieraciones
que pudieran hacerse al mensaje una vez enviado,

Este mensaje sdlo tiene una finalidad de informacidén, y no debe interpretarse comoe una ofaria de venta o de compra de valores ni de instrumeantos financieros relacionados, En el
caso de que el destinatario de este mensaje no consintiera la utilizacion del correo electranico via Internet, regamos lo ponga en nuestro conocimiento.

wrsrressasanasssss e DO O] AIMERe e eaeasanaeaas
This message Is private and confidential and it is intended exdusively for the addressee. If you receive this message by mistake, you should not aisseminate, distribute or copy this
e=mail. Please inform the sender and delets the message and attachments from your system. No confidentiality nor any privilege regarding the information is waived or lost by any
mistransmission or malfunction.

Any views or opinions contained in this message are solely those of the author, and do not necessarily represent those of Grupo Santander, unless otherwise specifically stated and
the sender is authorized to do so, E=mail transmission cannol be guaranieed to be secure, confidential, or error=free, as informalion could be intercepted, corrupled, lost, destroyed,
arrive late, incomplete, or contain viruses. Grupo Santander does not accept responsibility for any changes in the contents of this message after it has been sent.



FitchRatings

Banco Santander, S.A.

Key Rating Drivers

Ratings Reflect Geographic Diversification: Banco Santander, S.A/'s ratings reflect Fitch
Ratings’ view that the bank's international footprint is a key business model strength, despite
exposure to higher-risk emerging markets. We expect that the group's rigorous approach to risk
control will mitigate asset quality pressure from the pandemic, and that it will be able to keep its
capital ratios that are at the lower end of peers' but commensurate with its ratings, helped by
its resilient earnings generation capacity through economic cycles.

Operating Environment Score Stabilised: Santander benefits from solid banking franchises in
several European and Latin American countries, and the US. Fitch revised to stable the trend on
the operating environment score (which considers its geographic footprint) following
stabilisation in some core markets, including the US and some Nordic countries. Santander
benefits from experience through economic cycles in different markets, but challenges remain.

Resilient Earnings: Profitability in 2020 faced significant earnings headwinds, driven by lower
interest rates in mature markets, business disruption and high loan impairment charges (LICs)
due to the pandemic. It recovered well in 1Q21, supported by a recovery in activity, lower LICs
and continued cost-cutting measures. Business growth in expanding markets and segments,
such as payment services and digital consumer lending, lower LICs and cost savings should help
move 2021 group operating profitability towards pre-pandemic levels.

Asset Quality A Relative Weakness: Asset quality remains a relative weakness compared with
some European peers. The group's exposure to emerging markets inherently results in above
averages impaired loan ratio and LICs, which are mitigated by higher netinterest margins.

Loan performance has been resilient to date (impaired loan ratio at 3.4% at end-1Q21),
benefitting from government and private sector support measures. We expect asset quality will
deteriorate once these measures unwind in 2H21-2022, although the extent of a deterioration
should be contained thanks to Santander's good risk controls. Compared to peers, reserve
coverage of impaired loans has been maintained sustainably high.

Adequate Capital: We expect Santander will continue to operate with a common equity Tier 1
(CET1) ratio in the upper range of its 11%-12% target (12.3% CET 1 ratio at end-1Q21) while
economic uncertainty persists. The CET1 ratio should be maintained within the target range
over time despite its resumption of dividend pay-outs and growth strategy. Our assessment of
capital also considers that the group keeps its foreign subsidiaries well capitalised.

Diversified Funding; Good Liquidity: The group's funding and liquidity is stable, supported by
its large deposit franchises in the core markets. The group's approach requires foreign
subsidiaries to be locally funded. The group also benefits from good liquidity and deep global
capital market access for wholesale funding, at the parent bank and at subsidiaries.

Rating Sensitivities

Sovereign Rating: An upgrade would be contingent on an upgrade of Spain's sovereign rating.
This would have to be accompanied by stronger capital ratios and improved asset quality.
Equally important would be the ability to preserve the group's earnings resilience, which means
maintaining the sound earnings performance at the main international subsidiaries.

Capital Erosion: Santander’s ratings would be pressured if its CET1 ratio declined below 11%
without a credible plan to rebuild it rapidly. A significant erosion of its earnings resilience over
time (i.e. operating profit/risk-weighted assets, RWAs, below 2% on a sustained basis) would
also likely result in a negative rating action. Ratings remain sensitive to a downgrade of Spain
(A-/Stable) or a significant weakening in the operating environments in its core markets.
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Related Issuer Ratings

Banco Santander

Mexico, S.A.,

Institucion de Banca
Santander Santander Santander UK  Santander Multiple, Grupo

Consumer Totta SGPS, Group Holdings USA, Financiero
Rating level Finance,S.A.  SA. Holdings plc Inc. Santander Mexico
Long-Term IDR A-/Stable BBB+/Stable  A/Negative BBB+/Stable  BBB+/Stable
Short-Term F2 F2 F1 F2 F2
IDR
Viability Rating a- bhb- a bb+ bbb-
Support 1 ? 2 2 2

Source: Fitch Ratings

The Long-and Short-Term Issuer Default Rating (IDRs) of Santander Consumer Finance, S.A.
(SCF), Santander Totta SGPS, S.A. (Totta), Santander Holdings USA, Inc. (SAN US), Banco
Santander Mexico, S.A., Institucion de Banca Multiple, Grupo Financiero Santander Mexico
(SAN Mexico) are based on institutional support from Santander. The Long-Term IDR of
Santander UK Group Holdings plc (SGH) is driven by its standalone credit profile, reflected in its
Viability Rating (VR).

SCF's ratings are aligned with the ratings of Santander driven by potential shareholder support.
We believe that Santander has strong incentives to provide support to fully-owned SCF as we
consider it a core and integral part of the group, given that it manages most of Santander's
consumer finance operations in Europe. SCF is also part of Santander’s resolution group.

The Long-Term IDRs of Totta, SAN US and SAN Mexico are notched down once from
Santander's to reflect Fitch's view that their activities are strategically important to the group.
although not as core as the Spanish operations. We also consider the strong ability (given the
relative size to the group is unlikely to represent a constraint) and strong propensity of parent
support. Also, the banks’ performance is supported by strong synergies and integration with the
parent, and a wide range of shared risk-management and operational practices.

SGH's ratings are assessed on a consolidated basis. SGH acts as the holding company for the
Santander group's UK entities, and its VR is equalised with that of the main operating subsidiary
reflecting SGH's role in the group and low holding company double leverage. The VR is based on
the group's conservative risk appetite, adequate capitalisation and stable funding and liquidity
profile as well as a less diversified business mix than larger UK peers, whichweakens the group's

profitability.
Debt Ratings

The long-term senior preferred debt of Santander and that of its issuing vehicle (Santander
International Products PLC), deposit ratings and the Derivative Counterparty Rating (DCR) are Debt Rating Classes
rated one notch above the group's Long-Term IDR. This is to reflect the protection that accrues
from buffers of junior and senior non-preferred (SNP) debt, which exceeds 10% of RWAs (after
deconsolidating subsidiaries in different resolution groups, as Santander has a clear multiple-

Debt level Rating

Banco Santander, S.A.

point-of-entry resolution strategy) on a sustained basis. We expect Santander to continue to Deposits ~~ AFL
issue a significant volume of SNP and junior debt to maintain its minimum requirement for own Senior preferred A/F1
funds and eligible liabilities (MREL) and subordination requirements. Senior non-preferred A-

Tier 2 debt BBB

The short-term senior preferred debt and deposit ratings of 'F1' benefit from equivalent long-

term senior debt and deposit ratings being notched up to reflect lower credit risks. g hebnupieeted: R
Santander's SNP notes are rated at the same level as the bank's Long-Term IDR, reflecting Additional Tier 1notes BB+
Fitch's view that the default risk of the notes is equivalent to that of the IDR and that SNP Soiirce: Pitch Ralings

obligations are viewed as having average recovery prospects.



#

FitchRatings Biaiiks

Universal Commercial Banks
Spain

Subordinated debt issued by Santander is notched down from its VR in accordance with our
assessment of each instrument's non-performance and relative loss-severity risk profiles. We
rate the instruments two notches below the group's VR for loss severity aswe expectrecoveries
to be poor for this type of debt in the event of default/non-performance of the bank.

We rate additional Tier 1 (AT1) debt with fully discretionary coupon payment four notches
below the group's VR. This comprises two notches each for loss-severity and for non-
performance risk. Our assessment is based on the bank operating with a CET1 ratio that is
above maximum distributable amount thresholds and our expectation that this will continue.
Our assessment is also underpinned by the group's record of strong pre-provision earnings
generation throughout the cycle and sound leverage ratio.

Legacy preferred shares are rated five notches below the hank's VR to reflect higher-than-
average loss severity risk of these securities (two notches from the VR), as well as high risk of
non-performance (an additional three notches) due to a profit test.
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Ratings Navigator
Banco Santander, S.A.

) Banks
ESG Relevance: —_‘ Ratings Navigator

Significant Changes
Blended Operating Environment Assessment; Stable Outlook

We base our operating environment assessment on a blended approach given Santander’s
diversified footprint and exposures with a balanced mix between developed and emerging

Bar Chart Legend
Vertical bars - VR range of Rating Factor

Bar Colors - Influence on final VR

markets. The latter results in the score being one notch above that of domestic banks in Spain.
The outlook revision of the score to stable reflects that the operating environments in some of
Santander's core markets, including the US and some Nordic countries, have stabilised.

The pandemic has weighed on the global economic outlook with Fitch forecasting material GDP
contractions in 2020. Recovery in 2021 is gathering pace particularly in developed economies,
reflecting positive data surprises, good progress on vaccine rollout, services-sector reopening
and clearer evidence of the impact of powerful ongoing policy support. Santander's two largest
developed markets, Spain and the UK, faced deeper and more protracted economic contraction
than the global average in 2020. However, the speed of vaccination is accelerating which should

B Moderate influence

5 Lowerinfluence

£ Positive
$  Evolving =

Bar Arrows - Rating Factor Qutlook
4 Negative
Stable

B Higherinfluence |

Fitch GDP Growth Projections (%)

; : d Country/QES" 2020 2021f  2022f
support the return to recovery, particularly in the UK. We have recently revised up growth .D\un_ <48 ¥
: ! ; = o : Spain W08 600 66
forecasts for Brazil and Mexico after showing surprising resilience in 1Q21. Inthe US, we expect (bbb+/Negative) = s
Santander's challenging competitive position to make it more difficult for the bank to reap the UK (aa-/Negative) -9.8 6.6 50
full its of i 3 I
benefits of economic recovery. cer RS B LA A
. . . . Negative) Sa gk
Offer to Buy Minority Stakes in Mexico Portugal (bbb~ e Vo
Santander's offer to buy the 8.3% stake of minorities in its Mexican subsidiary for estimated ’;,b;ff:;“'ﬂ S
EURS550 million fits in with its strategy to expand in high growth markets like Latin America. [bbwaesatlve] e e e
Santander expects to close the acquisition in the second or third quarter of this year and will Brazil 41 50 20
then seek to delist the shares from the Mexican stock exchange. The negative capital impact (b+/Negative) .
should be manageable at around 8 bps of CET 1 if it acquires 100% of the minority stakes. gl ative) -Ba 1, i 27
Chile(a-/Stable) ~ -58 61 35
Argentinalb- ~ -100 65 13
/Negative) Hroalw e
US {aa/Stable) 35 68 39

*OES: Operating Environment Score
Source: Fitch Ratings, Fitch Solutions



FitchRatings

Company Summary

Geographically Diversified Business Model

Santander is Spain's largest banking group with an internationally diversified retail banking
franchise through majority owned foreign subsidiaries. The group has a good balance hetween
developed and emerging economies interms of risk distribution. Most international subsidiaries
have a critical mass in their home markets (market shares above 10%) and in many cases are
systemically important to their respective jurisdictions. This provides them with some degree
of pricing power and ability to access domestic capital markets. Santander also has a robust
consumer finance business in continental Europe through Santander Consumer Finance, S.A,
(SCF), ranking among the top three players in most of its markets.

Retail and commercial banking accounts for more than three-quarters of the group's underlying
attributable profit, which provides a high degree of recurrence and stability to Santander's
earnings. Despite the predominance of mature markets in Santander's loan book, their
contribution to the group's underlying attributable profit (excluding the corporate centre) is
generally below 50% (although this significantlly improved in 1Q21 to about 60%, largely driven
by the good performance in the US on lower LICs). This is due not only to inherently higher
profitability levels in emerging markets, but also to the negative impact of low interest rates and
lower business growth prospects in mature markets.

Selected Growth; Europe Restructuring

The additional restructuring (mainly in the UK and Portugal) announced in 1Q21, for which
EUR530 million costs were booked, is in line with the group’s strategy to protect better than
European peers’ cost efficiency levels and offset revenues pressures in mature markets. Growth
is focused on Latin American markets, consumer finance through increased investment in
digitalisation and reduced exposures to capital intensive businesses. We view strategic targets
as feasible, supported by Santander's good execution record, but challenges remain from the
still high level of uncertainty of the ultimate effects of the pandemic.

Moderate Risk Appetite; Emerging Market Exposure

Santander’s risk appetite is moderate overall and is supported by good central oversight, which
mitigates the relative complexity of the group’s presence in alarge number of jurisdictions. This,
combined with its retail focus and geographic diversification underpins the resilience of the
group's asset quality in periods of stress. The group also appears to have been proactive in
reducing risk limits and focusing on collection and recovery process in response to the
pandemic. Santander has identified as most vulnerable geographies: Spain, particularly the SME
segment, given it is among the European countries mostly hit by the crisis, unsecured consumer
husiness and emerging markets, particularly Brazil.

FX risk is managed centrally and is mostly from equity investment in subsidiaries financed in
euros and from earnings. The group’s policy is to keep the structural FX exposure fully hedged
in the most relevant currencies. Potential FX effects on consolidated fully-loaded CET1 from
exchange-rate movements are hedged and expected profits for 2021 are significantly hedged
to ensure earnings stability.

Multiple Point of Entry Approach

The Santander group's organisational structure consists of a parent bank based in Spain that
holds majority stakes ininternational banking subsidiaries. This structure iscommensurate with
the group’s business model and its multiple-point-of-entry resolution strategy. The latter
implies that each material foreign subsidiary is required to hold its own required recapitalisation
buffers following the requirements in their jurisdiction. EU’'s MREL applies to the resolution
group (RG) that includes the parent bank and Santander Consumer Finance S.A. The bank
estimates that this RG complies with the MREL (28.6% of risk-weighted assets for 2019). New
MREL based on BRRD Il are pending formal communication by resolution authorities, but we
believe the RG is well placed to meet them on its funding plan, which is largely centred onissuing
loss-absoring debt instruments. As a global sistemically important bank (G-SI IB), Santander has
to meet Total Loss-Absorbing Capacity (TLAC) requirement and this is expected to be
requested at each resolution entity. At end-2020, the RG complies with TLAC requirements.

Banks

Universal Commercial Banks
Spain

Underlying Attributable Profit by
Region
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FitchRatings | Banks
Universal Commercial Banks
Spain
Summary Financials and Key Ratios
31 Mar 21 31Dec20 31Dec19 31Dec18
3 months - 1st 3 months - 1st
quarter quarter Yearend Yearend Year end
(USDm) (EURm) (EURm) (EURm) (EURm)
Audited - Audited - Audited -
Unaudited Unaudited unqualified unqualified unqualified
Summary income statement S )
Net interest and dividend income 9,405 8,0210 32__._?35.0 358 160 - 3471 1.0
Net fees and commissions 2,988 2,548.0 100150 117790 114850
Other operatingincome 942 8030 1,879.0 1,6340 4,2280
Total operatingincome 13,334 11,372.0 44279.0 492290 504240
Operating costs _ 6,001 51180 21,1300 232800 247790
Pre-impairment operating profit 7.333 6,2540 231490 259490 256450
Loan and other impairment charges 2,411 2,056.0 1238 20 93520 """"""" 89860
Operating profit 4,922 41980 107670 165970 166590
S T R T R R—
Tax 1,340 1,1430 56320 44270 14,8860
Net income 2,297 1,959.0 7,708.0 81160 9,3820
S T e
e )
Gross loans 1,083,892 924,4300 904,092.0 9187570 873,9180
- Of which impaired 37,049 31,598.0 30.815.0 325590 342180
Loan loss allowances 27441 ) 23,404.0 2__3.595,0 22.242,0 23,307.0
Net loans 1,056,451 901,026.0 880,497.0 8965150 8506110
Interbank ) 60,707 51,7760 16,1010 23475.0 40,633.0
Derivatives 77.740 663030 774420 723150 656340
Other securities and earning assets 309,169 263,684.0 292,764.0 3232420 250,853.0
Totalcarningassets 1,504,067 1,282,789.0 1,266,804.0 1,315,547.0 1,247,7310
Cash and due from banks 226204 192,9250 1538390 1010670 1136630
Other assets 102,201 87,1650 87,607.0 106,081.0 97.877.0
Total assets 1,832,472 1,562,879.0 1,508,250.0 15226950 14592710
Liabilities
Customer deposits 982,184 837,685.0 814,836.0 7854540 7477360
Interbank and other short-term funding 293,487 250,309.0 219,1530 2005170 175,368.0
Other long-term funding 287,617 245,303.0 223.2080 2637460 279.553.0
Trading liabilities and derivatives 91,838 78,327.0 92,762.0 87,3400 79,763.0
Total funding ) 1,655,126 1,411,624.0 1,349,959.0 1,337,057.0 1,282,420.0
Other liabilities 68,672 58,569.0 59.348.0 669490 59.4280
Preference shares and hybrid capital 185 158.0 7.784.0 8,1746.0 10.296.0
Total equity 108489 925280 91,1590 110,513.0 107,1270
Total liabilities and equity 1832472 1,562,879.0 1,508,250.0 1,522,695.0 1,459.271.0
Exchange rate usD1 = uso1-= usD1= UsD1 =
EUR0.85288 EUR0.821963 EUR0.89015 EUR0.873057

Source: Fitch Ratings, Fitch Solutions, Santander
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Universal Commercial Banks

Spain

Summary Financials and Key Ratios

31Mar21 31Dec20 31Dec19 31Dec18
Ratios (annualised as appropriate)
Profitability -
Qperating profit/risk-weighted assets 3.0 1.9 2.7 28
Net interest income/average earning assets 26 25 28 .28
Non-interest expense/gross revenue 453 47.6 47.6 499
Ng_t _i_nggrﬂ-_j/_average equity 8.7 7.9 7.4 8.9
Assetquality __ __
Impairedloansratio . 34 34 35 39
Growth in gross loans 23 -1.6 51 6.0
Lga__n_!oss__a_i_i__o_\_vyancesfimpal'red loans - 74.1 76.6 68.3 68.1
Loanimpairment charges/average gross loans .09 14 11 B
:#é;_;i_tél'zgat'id-n I 2
Koo R o S, 23 123 g e
Fully loaded comrmon equity Tier 1 ratio . 119 s 117 13
Tangible common equity/tangible assets 4.1 4.2 5.5 5.2
DEElREreheta . s _ : %1 28 ik o2
Net impaired loans/common equity Tier 1 11.7 104 14.6 16.1
F_una'lg_andllqmdlty ) N
Loans/customer deposit 1104 111.0 117.0 116.9
Liquidity coverage ratio ) i 1730 165.0 147.0 158.0
Customer deposits/funding 62.1 634 61.6 60.8
Ne;g}_abte funding ratio - _ 120.0 1200 1120 114.0

Source: Fitch Ratings, Fitch Solutions, Santander




FitchRatings

Key Financial Metrics - Latest Developments

Asset Quality Deterioration Expected but LICs Likely Peaked in 2020

Loan performance has been resilient to date with only limited growth in Stage 3 loans since the
onset of the pandemic, thanks to recoveries and write-offs offsetting new inflows. Asset quality
has benefited from government support measures in Santander’s main markets. We expect that
asset quality will deteriorate as these measures unwind. The extent of the deterioration should
be mitigated by Santander’s good risk controls and underwriting standards.

Atend-1Q21, 86% of loan moratoriums had already expired, with only 5% of the total becoming
non-performing. This has supported the stability of the impaired loan ratio. However, the
worsened economic outlook drove a 30% increase of the Stage 2 loan ratio in 4Q20 which
remained broadly stable in 1Q21, at 7.6% of gross loans (5.8% at end-2019). Wholesale loans
are diversified by industry, and exposure to sectors particularly affected by the pandemic
(automotive, hotel, restaurant & leisure, oil & gas, transport, construction, retail non-food)
accounted for about 13% of gross loans at end-1Q21. Despite the reductionin LICsin 1Q21, the
group’s impaired loan coverage ratio was broadly stable at 74%, above the healthy long-term
average of about 60%.

Profit Recovery After a Net Loss in 2020

Santander reported a EUR8.8 billion net loss in 2020 driven by large goodwill impairments
(mostly in the US and the UK) and deferred tax assets valuation adjustments, exacerbated by
one-off EURL1 billion restructuring costs in Spain in 4Q20. Operating profitability proved
resilient despite income headwinds and higher LICs. We see 2020 profitability hit in the context
of Santander's strong record of operating profitability (average operating profit/RWAs ratio of
2.1% from 2008 to 2019). With a cost/income ratio of consistently below 50%, we expect
Santander to return to averaged EUR25 billion in pre-impairment operating profit annually.
This provides a good buffer against adverse asset-quality shocks, before hitting capital.

Santander's 1Q21 results confirmed earlier signs of a recovery benefiting from a rebound in
business activity, particularly in the US and the UK where vaccination rollout is more advanced,
relative resilience in Latin America (particularly Brazil) and materially lower LICs. We expect
LICs to decline in the year compared to 2020, although they will be maintained at above-
normalized levels.

Sustained Good Organic Capital Generation

Santander’s capital ratios structurally lag behind peers but are well above regulatory minimums,
which are at the low end among European peers. The group's regulatory leverage ratio of 5.1%
atend-1Q21is, however, in line with that of European peers. Santander’'s CET1 ratio was stable
at 12.3% at end-1Q21 (11.9% fully loaded), above the target range of 11%-12%. We expect
Santander to operate in the upper range of the target in the next two years until there is more
visibility on the full impact of the crisis. The group plans to restore a payout of 40-50% of the
underlying profit, in cash, once dividend restrictions are lifted.

Major operating subsidiaries maintain capital ratios above local requirements. Capital appears
well-managed and Fitch expects long-term group capital efficiency to improve, in line with
Santander's focus on redeploying capital to less capital intensive or stronger-performing
businesses. But this will depend on local regulators continuing to allow the operating
subsidiaries to upstream capital to the parent, which we expect to be largely the case in 2021.

Strong Deposit Franchise, Demonstrated Market Access Support Funding

Santander’s funding and liquidity is stable, supported by the bank's large deposit franchises in
the core markets. The group also benefits from good liquidity and deep global capital market
access for wholesale funding, at the parent bank and at subsidiaries. Santander's loans/deposits
ratio has been satisfactory in the past few years, between 115% and 120%, and this should
continue. Santander has opportunistically borrowed resources from the ECB's TLTRO
programmes to take advantage of attractive terms and has done it again under the TLTRO IlI
facility. Similarly, some of its subsidiaries accessed central bank facilities from host countries,
though proportionately to a lower extent.
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Sovereign Support Assessment
Support Rating Floor
ITypical D-SIB SRF for sovereign's rating level (assuming high propensity)
Actual country D-SIB SRF

Support Factors
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Size of potential problem v
|Structure of banking system | v
v
v

\Liability structure of banking system
'Sovereign financial flexibility (for rating level) |

'Resolution legislation with senior debt bail-in ‘
| Track record of banking sector support |

'Government statements of support

‘Systemic importance

Liability structure of bank |

{Ownership |
Specifics of bank failure |

v’
v
' v
v
v
v

Sovereign Support not Reliable

Santander's Support Rating of ‘5’ and Support Rating Floor of 'No Floor' reflect Fitch's belief that
senior creditors of the banks can no longer rely on receiving full extraordinary support from the
sovereign in the event that Santander becomes non-viable. The EU's Bank Recovery and
Resolution Directive and the Single Resolution Mechanism for eurozone banks provide a
framewark for resolving banks that is likely to require senior creditors participating in losses,
instead of, or ahead of, a bank receiving sovereign support.
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The highest level of ESG credit relevance, is a score of 3. This means ESG issues are credit
neutral or have only a minimal credit impact on Santander, either due to their nature or to the
way in which they are being managed by Santander. For more information on Fitch's ESG

Relevance Scores, visit www.fitchratings.com/esg.
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