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Instituto de Credito Oficial
Upgraded To 'A+/A-1' From
'A/A-1" Following A Similar
Action On Spain; Outlook
Stable
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On Sept. 12, 2025, S&P Global Ratings raised its unsolicited sovereign credit
rating on Spain to 'A+/A-1' from 'A/A-1". The outlook is stable.

We equalize our ratings on Instituto de Credito Oficial (ICO) with the ratings on
Spain because we view ICO as a government-related entity (GRE) with an
almost certain likelihood of receiving extraordinary government support in a

scenario of financial distress.
Therefore, we raised our long-term rating on ICO to 'A+' from 'A'.

The stable outlook mirrors that on Spain.

MADRID (S&P Global Ratings) Sep. 16, 2025--S&P Global Ratings today raised its
long-term issuer credit rating on Spanish state-owned financial institution Instituto
de Credito Oficial (ICO) to 'A+' from 'A" and affirmed its 'A-1' short-term credit rating.
The outlook is stable.

The stable outlook reflects that on Spain (unsolicited, A+/Stable/A-1).

We would lower our ratings on ICO if we took the same action on Spain. We could
also lower the ratings if we considered that ICQO's role for and link to the Spanish
government had changed, weakening the likelihood that the central government



would provide ICO with ongoing or extraordinary support. This could occur, for
example, if the central government changed ICQO's special public status or stopped
guaranteeing its debt. However, we see this scenario as very remote.

We would raise the ratings on ICO if we took the same action on Spain, assuming
that we still see ICO as having a critical role for and an integral link with Spain's

government.

The rating action follows a similar action on Spain (see "Spain Upgraded To 'A+'

On Strengthening External Financial Position; Outlook Stable," Sept. 12,
2025).

We view ICO as a government-related entity (GRE) that would benefit from an
almost certain likelihood of extraordinary support from the Spanish central
government in the event of financial distress . Our expectation of ICO receiving
sufficient and timely government support stems from our view of ICO's:

Integral link with the Spanish government. Having a special public status, ICO
functions, in our view, as the central government's financial arm, being fully
owned and controlled by it. In turn, the government has granted ICO strong
support in the form of a wide, direct, irrevocable, and unconditional guarantee
covering all ICQO's debt; and

Critical role as an entity created specifically to carry out key financial aspects of
national economic policies on behalf of the Spanish government.

ICO's mandate is to provide financial backing on behalf of the Spanish
government to companies, especially small and midsize enterprises (SMEs),
and self-employed workers, in Spain and abroad. It channels loans to
companies through the Spanish banking system so that each bank bears the credit
risk arising from the final loan. ICO offers long-term lending to companies that
operate in national interest sectors while also managing financial instruments linked
to export promotion and concessionary lending programs for developing countries,
on behalf of the Spanish government.
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To fill market gaps, ICO has recently increased its focus on direct lending to
SMEs. Specifically, it concentrates on providing funding for digitalization and to
undercapitalized SMEs and companies that lack access to traditional banking. In
addition, it has expanded its business beyond its traditional countercyclical role to
support affordable housing projects.

ICO's role is critical during economic downturns and when the financial
system suffers shocks. In response to the most recent economic shocks, ICO
was given a mandate to manage and provide guarantees on behalf of the central
government, in collaboration with Spanish banks. This enabled the government to
channel support toward SMEs and larger organizations, self-employed workers,
and residential tenants. ICO took charge of managing the guarantee programs, for
which it receives a fee from the central government. However, it bears none of the
associated risk, the majority of which was borne by the central government while
some fell to Spanish banks.

Over the past 12 months, ICO has launched two new €5 billion guarantee
lines. One was launched in October 2024 to support businesses affected by the
devastating floods in the Spanish region of Valencia. The other will support those
expected to be affected by the U.S. government's new tariff framework. The
Spanish government initially approved funding of €1 billion for each program, and
then allocated a further €240 million of funding to the flood relief line.

The aim of these new lines is to mitigate the economic impact and mobilize
credit to safeguard the economy, thus preventing the erosion of productive
capacity and enhancing the prospects for a rapid recovery by both
households and businesses. \We consider these new mandates to be evidence
of ICQ's critical role for the Spanish government. As of year-end 2024, guarantee
programs related to the pandemic and the Russia-Ukraine war stood at a combined
€34 billion.

Furthermore, since 2012, ICO has played a role in managing central
government liquidity support to Spain's local and regional governments. ICO
acts as a payment agent for the regional government's financing fund, which covers
regional debt maturities and budgetary deficits. By the end of 2024, ICO was



managing regional financing funds worth €211 billion on behalf of the state. This
amount is not included on ICO's balance sheet. In our view, support from the
central government is vital if regions are to cover their funding needs, which stem
from refinancing debt when it matures and from budgetary deficits.

ICO also plays an important role in executing EU funds. The organization
manages up to €34.15 billion of the loans assigned to Spain under the EU's
Recovery And Resilience Plan. In total, Spain was assigned loans of €83 billion
under this plan. The funds are being channeled through three facilities: green
transition, enterprises and entrepreneurs, and social housing promotion. This
emphasizes and strengthens ICO's role as a key agent for implementing
government priorities within a framework of highly strategic and transformative
policies.

The value of the assets on ICO's balance sheet has increased to €37.8 billion
in 2024, from €29.8 billion in 2022. Historically, ICQO's balance sheet has reflected
its countercyclical role, whereby it expands credit during economic crisis and winds
it down as credit conditions improve. However, in recent years it has increased its
direct funding activity, boosting its balance sheet. Direct funding now represents
about 68% of its credit activity. This aligns with ICO's objective of filling market gaps
and the expansion of its business beyond its countercyclical role. The remaining
32% of the balance sheet comprises mediation loans.

ICO's net profit remained flat in 2024 as higher interest rates depressed
margins. Fees collected from managing funds and guarantee lines on behalf of the
Spanish government remained stable. As a public financial institution, ICQO's
success is not measured by its profitability, in contrast to commercial banks.
Nevertheless, we forecast that ICO will maintain positive results in 2025. Profits will
be lower than those reported in 2024 because of the decrease in margins and
increase in operating expenditure. The latter was largely caused by the need to
expand headcount to accommodate its new mandates.

ICO maintains a diversified funding profile, through a combination of public
and private debt issues. It is an active issuer in the market. As of June 2025,
about 44% of ICO's total outstanding liabilities consisted of bonds. Of the remaining



liabilities, 17% were short-term notes (pagares), 15% loans, and 4% interbank
funding. ICO prefunded €2.9 billion of its 2025 funding needs during 2024; we
estimate that it will need about €6 billion-€7 billion more, in total, over 2025. By
August 2025, ICO had successfully raised a further €5.7 billion to cover its funding
needs.

The organization has also pioneered the use of social and sustainable
financing in Spain's public sector. Since its first issuance of social and
sustainable bonds in 2015, ICO has issued a total of 11 social bonds totaling €5.6
billion and seven green bonds totaling €3.5 billion. We expect ICO to issue an
additional €500 million social bond before year-end 2025. The sustainable financing
approach has allowed ICO to broaden its investor base.
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categories is contained in "S&P Global Ratings Definitions" at
https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceld/504352.
Complete ratings information is available to RatingsDirect subscribers at
www.capitalig.com. All ratings referenced herein can be found on S&P Global

Ratings' public website at www.spglobal.com/ratings.

Regulatory Disclosures For Each Credit Rating Including Ratings List Table
Disclosures include requirements relating to press releases or reports published in
accordance with Article 10(1), 10(2), and 10(5), and Annex I, Section D, |, 1, 2, 2a,
4, and 5. These requirements are available by rating via the link titled "Regulatory

Disclosure" and include, but are not limited to:

Key Elements Underlying The Credit Rating

ESG Credit Factors

Solicited Or Unsolicited Status

Analysts Primarily Responsible For The Credit Rating
Office Responsible For The Credit Rating

Materials Used In The Credit Rating Process

Criteria Applied

Models Applied, Loss, And Cash Flow Analysis Performed
Scenario Analysis

Sensitivity Analysis

Risk Warning, Understanding Credit Rating Categorizations, And Criteria
Rated Entity Notification

Ancillary And Additional Services

Attributes And Limitations Of The Credit Rating

Information Specific To Structured Finance And Securitization Instruments

No content (including ratings, credit-related analyses and data, valuations, 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
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means, or stored in a database or retrieval system, without the prior written
permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively,
S&P). The Content shall not be used for any unlawful or unauthorized purposes.
S&P 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 (negligent or otherwise), 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 or losses caused by
negligence) in connection with any use of the Content even if advised of the
possibility of such damages.

Some of the Content may have been created with the assistance of an artificial
intelligence (Al) tool. Published Content created or processed using Al is
composed, reviewed, edited, and approved by S&P personnel.

Credit-related and other analyses, including ratings, and statements in the Content
are statements of opinion as of the date they are expressed and not statements of
fact. S&P’s opinions, analyses, and rating acknowledgment decisions (described
below) are not recommendations to purchase, hold, or sell any securities or to
make any investment decisions, and do not address the suitability of any security.
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,
Jjudgment, and experience of the user, its management, employees, advisors,



and/or clients when making investment and other business decisions. S&P does
not act as a fiduciary or an investment aadvisor except where registered as such.
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. Rating-related publications may be
published for a variety of reasons that are not necessarily dependent on action by
rating committees, including, but not limited to, the publication of a periodic update
on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in
one jurisdiction a rating issued in another jurisdiction for certain regulatory
purposes, S&P reserves the right to assign, withdraw, or suspend such
acknowledgement at any time and in its sole discretion. S&P Parties disclaim any
duty whatsoever arising out of the assignment, withdrawal, or suspension of an
acknowledgment as well as any liability for any damage alleged to have been
Suffered on account thereof.

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 nonpublic information received in connection with each
analytical process.

S&P may receive compensation for its ratings and certain 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.spglobal.com/ratings (free of charge),
and www.ratingsdirect.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.spglobal.com/usratingsfees.
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Any Passwords/user IDs issued by S&P to users are single user-dedicated and
may ONLY be used by the individual to whom they have been assigned. No
sharing of passwords/user IDs and no simultaneous access via the same
password/user ID is permitted. To reprint, translate, or use the data or information
other than as provided herein, contact S&P Global Ratings, Client Services, 55
Water Street, New York, NY 10041; (1) 212-438-7280 or by e-mail

fo: research_request@spglobal.com.
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