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BBB+/Stable/A-2

Major Rating Factors

Strengths: Weaknesses:

• Expansion of its retail franchise as its business

strategy advances;

• Sound risk oversight and control capabilities

underpinned by its parent's risk management

discipline; and

• Low economic and regulatory risk in Chile

compared with risks of other countries in the region.

• Stiff competition as the industry consolidates and

margins slip amid low inflation in Chile;

• Lack of market scale in Colombia that poses

competitive challenges in that market; and

• Still less profitable than peers.
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Outlook: Stable

The stable outlook on Itau CorpBanca reflects the reduction of non-recurring events and credit provision expenses

that reinforce our expectation of improving financial results in the next 24 months. On the other hand, further

industry consolidation in Chile, low inflation, and choppy economic activity are the main barriers to higher

profitability. We expect the bank's capital indicators to remain the major weakness given the high goodwill burden

following the merger between Corpbanca and Itau Chile.

Upside scenario

We could raise the ratings if the bank's stand-alone credit profile (SACP) rises by two notches due to higher capital

levels (risk-adjusted capital [RAC] consistently above 7%) as Basel III requirements kick in, while systemic and

economic risks in the Colombian operations diminish, scenario that's unlikely at this point.

Downside scenario

A downgrade of Itau CorpBanca could occur if one-off events coming from legacy issues reduce our RAC ratio to

below 5%.

Rationale

Itau CorpBanca continues to overhaul its business model by expanding the platforms, products, and segmentation of

Itau Unibanco (Itaú) in the retail segment; while focusing on the core portfolio in the wholesale segment and increase

non-interest related revenue (such as cash management). Although the bank has lost some market share in the last few

years as a result of readjusting its commercial portfolio, loan origination started to grow in 2018. This growth, together

with the stabilization of the non-recurring effects and the decrease in provision expenses, has generated in 2018 the

strongest profit in the last three years (return to assets of around 0.9% excluding the amortization of intangibles).

Additionally, Itau CorpBanca maintains a solid level of regulatory capital of 14.3%, which is above the industry

average. Furthermore, the bank has wide access to funding and maintains adequate levels of liquidity. Since the

merger, the bank's assets and liabilities management strategy has been adjusting funding costs, while seeking to extend

its maturity dates, and diversifying the funding structure.

Additionally, the ratings on the bank incorporate two notches of government support. In our view, there's a moderately

high likelihood of support from Chile (foreign currency: A+/Stable/A-1) to Itau CorpBanca if needed, given its high

systemic importance and the government's supportive stance towards its financial markets in times of stress. We

believe that Itau CorpBanca should remain somewhat protected from potential trouble that its lower-rated parent

company, Itau Unibanco S.A. (BB-/Stable/B and SACP of 'bbb') may face due to Brazil's volatile economy. This

protection comes from Itau CorpBanca's independent funding, regulatory restrictions that limit contagion, an

improving performance that prevents necessity of financial support, and our belief that Itau Unibanco would focus on

protecting its international operations, including Itau CorpBanca's, in the case of financial strain in Brazil.

www.spglobal.com/ratingsdirect May 28, 2019       3

Itau CorpBanca



Anchor: 'bbb' reflects its exposure in Chile and Colombia

Itau CorpBanca's 'bbb' anchor reflects our view of the weighted average economic risk in the countries in which it has

exposure through its loan book: Chile and Colombia. As of March 2019, exposure in Chile accounted for about 78% of

its loan book, compared with 66% prior to the merger, and the remaining 22% was in Colombia.

Downside anchor Current anchor Upside anchor

bbb- bbb bbb+

As a percentage of loan portfolio

Chile 50% 80% 85%

Colombia 50% 20% 15%

Chile's resilient economy reflects many years of sound and consistent economic policies, with a strong fiscal

performance, low inflation, and a healthy financial system. However, the country's GDP per capita is still lower than

those of more developed countries and its BICRA peers. Nonetheless, at about $16,439 at the end of 2018, it's among

the highest in the region and gradually rising. Economic growth has picked up moderately in Chile in the context of

general continuity in economic policies and higher copper prices (compared to 2016). We expect GDP to grow by

about 3.3% in 2019 and 3.0% in 2020, compared to 4.0% in 2018. Additionally, we're seeing more moderate growth in

credit and real estate prices than historical levels, which eases pressure on the sovereign's slightly weaker capacity to

face external shocks and reduces the risks of cyclical credit-fueled asset bubbles. We expect the Chilean banking

industry's asset quality to remain adequate and in line with those of its peers amid better economic and business

prospects.

In terms of industry risk, we believe that Chile has a sound and comprehensive regulatory framework. The banking

sector has generated adequate profitability for the past five years, and the absence of significant market distortions

results in healthy competitive dynamics. We also believe that Chile's financial system has an adequate funding mix

consisting of deposits, domestically issued debt, and external debt (banks and capital markets). However, institutional

deposits have historically played a significant role, especially for mid-size and smaller banks. In October 2018, Chile's

Senate approved a new banking law, enacted in January 2019, which aims to align the country with Basel III

principles. The law includes the implementation of new capitalization requirements and buffers for banks, to be

completed over the next six years. It also introduces tools such as an early regularization plan. Additionally, the law

aims to strengthen the financial regulator's governance and autonomy, with the transfer of the regulatory and

supervisory responsibilities from the Superintendencia de Bancos e Instituciones Financieras to the Comisión para el

Mercado Financiero, so that regulatory powers for banking and insurance sectors are in one office. At this point, we

don't see an impact on potential government support to banks, but we'll monitor changes in the resolution framework.

Table 1

Itau CorpBanca Key Figures

--Year-ended Dec. 31--

(Mil. CLP) 2019* 2018 2017 2016 2015

Adjusted assets 27,949,319.0 27,841,847.0 26,455,490.0 27,448,569.0 20,231,367.0

Customer loans (gross) 21,648,642.0 21,502,648.0 20,403,680.0 21,025,944.0 14,810,136.0

Adjusted common equity 1,933,198.0 1,917,409.0 1,795,709.0 1,763,585.0 1,136,949.0
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Table 1

Itau CorpBanca Key Figures (cont.)

--Year-ended Dec. 31--

(Mil. CLP) 2019* 2018 2017 2016 2015

Operating revenues 261,599.0 1,246,681.0 1,055,692.0 855,782.0 954,245.0

Noninterest expenses 162,483.0 683,293.0 666,695.0 571,635.0 467,357.0

Core earnings 48,226.0 243,004.0 115,789.0 47,454.0 256,111.0

*Data as of March 31.

Business position: Higher than average expansion of consumer lending

We believe the merger of CorpBanca with Banco Itaú Chile has resulted in an increase in business volumes and a

greater presence in the Chilean market. However, the merged entity's operations are still less diversified than those of

the largest banks in Chile, in our view. The bank's market share in Chile was 10.1% in terms of loans as of March 2019,

occupying the sixth largest position in the banking system. The management's new strategy in the retail business

already shows progress. As of March 2019, this portfolio grew 11.9% in the past 12 months, compared with the

system's average of 9.7%. On the other hand, the wholesale business is still posting lower-than-average growth after

post-merger concentration adjustments, but it is gradually recovering momentum.

Chart 1

On the other hand, we view increasing competition in the Chilean banking system following the merger of Scotiabank

Chile and BBVA Chile. The banking system is now concentrated among six players (out of 20) that together have

roughly 80% of the domestic market, posing pricing and innovation challenges.
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Chart 2

In January, Manuel Olivares Rossetti (formerly BBVA Chile's chief executive officer) officially replaced Itau

CorpBanca's CEO, Milton Maluhy, who became the parent's chief finance and risk officer. In addition, Mr. Maluhy will

have a seat on Itau CorpBanca's board of directors (in which Itau assigns five out of 11 members). We expect

continuity in the bank's corporate strategy underpinned by the parent's sound corporate governance and experienced

executives in place.

Itau CorpBanca is also the seventh-largest financial institution in Colombia, with a market share of just under 5% in

terms of loans. Loans to small and medium-sized enterprises (SMEs) and corporations represent close to two-thirds of

the Colombian operations' portfolio, in line with the Chilean operations. On the other hand, operations in Colombia

posted a sluggish loan growth of 0.9% in 2018 as a result of competition and subpar economic activity. We expect the

growth of the Colombian operations to gradually catch up with the industry's average in the next two years, as

management adjusts operational efficiency and strategy.

Table 2

Itau CorpBanca Business Position

--Year-ended Dec. 31--

(%) 2019* 2018 2017 2016 2015

Loan market share in country of domicile 10.1 10.2 10.7 11.3 7.2

Deposit market share in country of domicile 8.3 8.3 8.7 9.8 6.7

Total revenues from business line (currency in millions) 261,599.0 1,246,681.0 1,055,692.0 855,782.0 954,245.0

Other revenues/total revenues from business line 100.0 100.0 100.0 100.0 100.0

Return on average common equity 3.4 5.3 1.8 0.1 15.4

*Data as of March 31.
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Capital and earnings: Stable projected capitalization metrics in the next two years

Itau CorpBanca aims for a regulatory capital ratio based on 120% greater than the minimum capital requirement or the

average ratio of the three largest private banks in Chile. However, the comfortable regulatory capital ratio (at 14.3% in

March 2019) doesn't translate into a strong RAC ratio (calculated according our methodology). This factor influences

the overall capital assessment of the bank. The reason is that we deduct goodwill and intangibles from the bank's

capital base, which is in line with Basel III regulatory requirements, which Chile has yet to fully implement.

Furthermore, we expect the bank to continue strengthening its earnings capacity as internal growth improves

efficiency and the management seeks a more diversified revenue structure. However, we expect this transition to be

gradual and profitability metrics to still remain lower than the ones before the merger for the next two years.

Our projected 6.0%-6.5% RAC ratio for the bank incorporates the following factors:

• Chile's GDP growth of 3.3% in 2019 and 3.0% in 2020;

• Loan portfolio growth of 8%-10% for 2019 and 2020, in line with the system average;

• Return on average assets (ROAA) of 0.8%-1.0% for same period;

• Nonperforming assets (NPAs) ratio to remain at 2.2%, which should decrease provisions expenses; and

• Dividend payout stated in the shareholders agreement of 30%-50%. We expect it at the lower end, given that Basel

III requirements come into force in the next few years.

Table 3

Itau CorpBanca Capital And Earnings

--Year-ended Dec. 31--

(%) 2019* 2018 2017 2016 2015

Tier 1 capital ratio 14.1 14.2 14.4 13.2 6.0

Adjusted common equity/total adjusted capital 100.0 100.0 100.0 100.0 100.0

Net interest income/operating revenues 76.1 67.9 72.1 72.6 65.0

Fee income/operating revenues 16.7 14.9 16.8 17.6 16.0

Market-sensitive income/operating revenues 3.5 14.0 5.1 7.4 16.2

Noninterest expenses/operating revenues 62.1 54.8 63.2 66.8 49.0

Preprovision operating income/average assets 1.3 2.0 1.4 1.1 2.4

Core earnings/average managed assets 0.7 0.8 0.4 0.2 1.2

*Data as of March 31.

Risk position: Manageable asset quality deterioration and sound provisioning levels

We base our risk position assessment for the bank on its relatively prudent underwriting standards and effective tools

to measure and control risk. These factors resulted in satisfactory asset quality metrics close to the system's average.

NPLs for the consolidated operations (Chile and Colombia) slipped to 2.3% in the first quarter of 2019 from 2.4% one

year before, reducing provisions expenses relative to customer loans to 0.9%-1.2% from a peak of 1.6% in 2017. The

Chilean banking system's average NPLs are currently at 1.9%, compared with 2% one year before, which is in line with

Itau CorpBanca's NPLs in Chile.
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Chart 3

We expect lower volatility in credit provision expenses despite the upcoming updates in the regulatory provisioning

model. Last year, the domestic banking sector incorporated adjustments in the retail lending provisioning that added a

one-time burden onto banks' financial results. For 2019, new standards in the commercial portfolio are coming into

force in July. However, we expect small impact on Itau CorpBanca's bottom-line results. The bank has sound coverage

levels and conservative provisioning policies, which take into account the most conservative provisioning standards in

Chile and Colombia.
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Chart 4

Finally, Itau CorpBanca uses derivatives to hedge its investments in Colombia, as well as fiscal-related hedges of these

operations, which are booked in Chile. This is in line with the risk management practices of Itau Unibanco S.A.

Table 4

Itau CorpBanca Risk Position

--Year-ended Dec. 31--

(%) 2019* 2018 2017 2016 2015

Growth in customer loans 2.7 5.4 (3.0) 42.0 4.2

Total managed assets/adjusted common equity (x) 15.3 15.4 15.6 16.5 18.4

New loan loss provisions/average customer loans 0.9 1.2 1.6 1.4 1.1

Net charge-offs/average customer loans 0.8 1.1 0.9 0.8 0.3

Gross nonperforming assets/customer loans + other real estate owned 2.3 2.2 2.3 1.8 1.3

Loan loss reserves/gross nonperforming assets 136.0 138.7 140.3 162.6 180.5

*Data as of March 31.

Funding and liquidity: Good access to funding and liquidity levels in line with system average

We consider Itau CorpBanca to have a satisfactory funding profile. Its stable funding ratio (SFR) was 97.4% as of

March 2019 and averaged 101.5% in the last three years. Deposits accounted for roughly 60% of the bank's funding.
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Institutional investors (mutual funds, pension funds, insurance companies, and brokerage houses) made up the bulk of

deposits. About 25% of the bank's funding base consists of senior and subordinated bonds (issued in domestic and

international markets), roughly 10% in short-term lines with first-tier international banks (to finance foreign commerce

and working capital), and 5% in repurchase agreements.

Chart 5

Similar to other banks operating in Chile, the bank uses central bank securities and Chilean bank time deposits as a

primary instrument for liquidity management. Its broad liquid assets covered 1x its short-term wholesale funding as of

March 2019, with a three-year average of 1.5x. We also consider Itau CorpBanca to have an adequate and manageable

maturity profile, given its ample access to local and international markets.
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Chart 6
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Chart 7
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Chart 8

Table 5

Itau CorpBanca Funding And Liquidity

--Year-ended Dec. 31--

(%) 2019* 2018 2017 2016 2015

Core deposits/funding base 58.9 60.0 62.0 66.4 71.6

Customer loans (net)/customer deposits 146.6 144.5 138.9 127.4 111.8

Long-term funding ratio 85.7 85.2 89.1 91.6 90.0

Stable funding ratio 97.4 97.3 101.9 105.3 101.3

Short-term wholesale funding/funding base 15.5 16.0 11.8 9.0 10.5

Broad liquid assets/short-term wholesale funding (x) 1.0 1.0 1.4 1.9 1.4

Net broad liquid assets/short-term customer deposits 0.5 1.4 10.5 14.9 6.8

Short-term wholesale funding/total wholesale funding 37.6 39.9 31.0 26.8 36.8

Narrow liquid assets/3-month wholesale funding (x) 2.1 2.0 3.9 3.6 3.1

*Data as of March 31.

External support: Moderately high likelihood of government support and no notches of support from
parent

Our assessment of Itau CorpBanca as a highly systemically important entity to Chile takes into account the adverse
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effect on the financial system and the real economy that a bank failure can have, weakening the whole financial

system. Our assessment also considers the extent of the bank's importance to the national payment system--meaning

that its failure could lead to a loss of confidence in the financial system and significant losses among other

counterparties in the market.

After the merger, Itau Unibanco Holding S.A. (BB-/Stable/B) is now Itau CorpBanca's largest and controlling

shareholder with a 38.14% share, followed by CorpGroup (28.57%). Minority shareholders make up the remainder. We

consider Itau Unibanco Holding as the ultimate parent of Itau CorpBanca and the latter as a strategically important

subsidiary to its parent. However, the bank doesn't benefit from parental support because the 'BB-' sovereign rating on

Brazil caps the ratings on the parent, which are lower than Itau CorpBanca's stand-alone credit profile (SACP) of 'bbb-'.

Thus, the issuer credit rating on Itau CorpBanca incorporates notching for extraordinary government support, but not

for parental support.

We believe that Chile's regulatory framework and controls would prevent--in the form of limits on related party

transactions and regulatory authorizations for capital reductions--Itau CorpBanca from providing support to its major

shareholders, which would impair its own financial performance and SACP. Also, the shareholder agreement between

Itau Unibanco Holding and CorpGroup establishes conditions for the approval of related party transactions and

predetermined dividends.

Related Criteria

• General Criteria: Methodology For National And Regional Scale Credit Ratings, June 25, 2018

• Criteria - Financial Institutions - General: Risk-Adjusted Capital Framework Methodology, July 20, 2017

• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

• Criteria - Financial Institutions - Banks: Bank Hybrid Capital And Nondeferrable Subordinated Debt Methodology

And Assumptions, Jan. 29, 2015

• General Criteria: Group Rating Methodology, Nov. 19, 2013

• Criteria - Financial Institutions - Banks: Quantitative Metrics For Rating Banks Globally: Methodology And

Assumptions, July 17, 2013

• Criteria - Financial Institutions - Banks: Banks: Rating Methodology And Assumptions, Nov. 9, 2011

• Criteria - Financial Institutions - Banks: Banking Industry Country Risk Assessment Methodology And Assumptions,

Nov. 9, 2011

• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

• Criteria - Financial Institutions - Banks: Commercial Paper I: Banks, March 23, 2004
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Anchor Matrix

Industry

Risk

Economic 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 bbb- 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-

Ratings Detail (As Of May 28, 2019)*

Itau CorpBanca

Issuer Credit Rating BBB+/Stable/A-2

Senior Unsecured BBB+

Issuer Credit Ratings History

22-Aug-2018 BBB+/Stable/A-2

04-Aug-2017 BBB+/Negative/A-2

14-Jul-2017 BBB+/Watch Neg/A-2

27-Jan-2017 BBB+/Negative/A-2

13-Jun-2016 BBB+/Stable/A-2

07-Apr-2016 BBB/Watch Pos/A-2

Sovereign Rating

Chile

Foreign Currency A+/Stable/A-1

Local Currency AA-/Stable/A-1+

*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.

www.spglobal.com/ratingsdirect May 28, 2019       15

Itau CorpBanca



www.spglobal.com/ratingsdirect May 28, 2019       16

Itau CorpBanca

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

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.standardandpoors.com (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.standardandpoors.com/usratingsfees.

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.

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 acknowledgment 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.

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, judgment 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 advisor 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.

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 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.

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	Major Rating Factors
	Strengths:
	Weaknesses:

	Outlook
	Upside scenario
	Downside scenario

	Rationale
	Anchor: 'bbb' reflects its exposure in Chile and Colombia
	Business position: Higher than average expansion of consumer lending 
	Capital and earnings: Stable projected capitalization metrics in the next two years 
	Risk position: Manageable asset quality deterioration and sound provisioning levels
	Funding and liquidity: Good access to funding and liquidity levels in line with system average
	External support: Moderately high likelihood of government support and no notches of support from parent

	Related Criteria


