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Key Rating Drivers 
Long-Term Issuer Default Rating Based on Viability Rating: Banco BICE's (BICE, or the bank) 
Long-Term Issuer Default Rating (IDR) is driven by its intrinsic creditworthiness, as reflected in 
its Viability Rating (VR) of 'bbb+'. The bank's VR exceeds its implied VR, as its risk profile has a 
stronger impact on its assigned VR than the weighting would suggest (10%). In Fitch Ratings' 
view, the bank's conservative risk profile of 'a–', which is one notch above the operating 
environment (OE) assessment, will have a positive impact on BICE's financial metrics over the 
long term, beyond what is reflected by its current Key Rating Drivers (KRD) scores. 

Solid Risk and Business Profile: The ratings also consider the bank's strong asset quality ratios, 
which are underpinned by Banco BICE's conservative risk management policies, as well as its 
business profile. Despite a modest market share of about 3.5% in loans in Chile, the bank's 
revenue and funding mix is more diversified compared to local peers. Although the bank's 
capital metrics are lower than similarly rated regional peers, excess loan loss reserves (LLRs) 
also support Banco BICE's loss absorption capacity. 

Sound Asset Quality: BICE's impaired loans ratio, which reached 0.80% as of 3Q22 (2018–
2021 average: 0.42%), is commensurate with the assigned 'a' category, has been among the 
lowest in Chile and compares favorably with international peers (similarly rated 
universal/commercial banks). The bank's total reserve coverage of impaired loans (2.8x) is also 
strong relative to peers. The bank's small size and business model, which is focused on corporate 
and large companies, results in moderate portfolio concentrations with the 20 largest debtors 
representing about 0.93x common equity as of June 2022, one of the lowest figures among 
BICE’s local peers. 

Diversified Revenue Stream: BICE's more diversified operating revenues, historically low 
credit costs and good cost control have underpinned the bank's operating profit-to-risk-
weighted assets (RWA) ratio, which improved to 2.3% at 3Q22 and averaged 1.5% over the four 
years ended in 2021, commensurate with its implied 'bbb' score. The bank's broadly stable 
customer income base contributed to relatively stable operating revenues. 

Capitalization Challenge: BICE's capital position compares unfavorably with similarly rated 
Latin American peers, as the implied core metric for its common equity Tier 1 (CET1) ratio is 
'bb'. BICE's CET1 ratio stood at 10.0% as of September 2022, attributable to earnings stability 
and based on its low dividend payout, averaging 33% over the last four years. Capital ratios are 
affected by a negative effect on hedge accounting and mark to market of available for sale (AFS) 
portfolio on capital accounts. BICE’s additional LLRs, accounting for 0.92% of RWAs, also 
provide a buffer in the event of unexpected losses (total loss absorption capacity: 10.9%). 

Diversified Funding Mix: BICE’s funding is predominantly wholesale but diversified by sources 
and tenors and underpinned by its conservative liquidity management. BICE’s loans-to-
customer deposits ratio averaged 123% over the past four years and is commensurate with its 
ratings. BICE’s liquidity coverage ratio (LCR) stood at 159% as of 3Q22, as the bank maintains 
an internal liquidity buffer in excess of the regulatory limit. BICE also has the strongest retail 
deposit base among medium-sized local peers (comprising about 30% of the bank’s total 
customer deposits, similar to large private banks), and its net stable funding ratio (NSFR) 
exceeded 100% as of the same date. Deposit concentration is moderate, with the 20 largest 
time deposits accounting for about 26% of total deposits as of June 2022. 

Support Ratings: BICE's ‘bb+’ Government Support Rating (GSR) reflects the bank's small 
franchise within the Chilean financial system (3.2% of customer deposits as of 3Q22). In Fitch's 
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view, this results in a moderate or low systemic significance with a more limited contagion risk 
despite the sovereign's consistently strong statements on support for the banking system. 

Rating Sensitivities 

Factors that could, individually or collectively, lead to negative rating action/downgrade: 

VR, IDRs and National Ratings 

• Banco BICE's IDRs and VR could be downgraded if BICE's CET1 ratio is not maintained 
at a minimum of 10% over the rating horizon, due to either lower earnings retention or 
a marked increase in risk appetite. 

• Banco BICE's VR could be downgraded if its operating profit-to-RWA ratio falls and 
remains consistently below 1%. 

Support Ratings 

• Banco BICE's GSR is sensitive to changes in Fitch's assessment of the sovereign’s ability 
and/or propensity to provide timely support to the bank. 

Factors that could, individually or collectively, lead to positive rating action/upgrade: 

VR, IDRs and National Ratings 

• The potential for an upgrade is limited given BICE's relatively modest domestic franchise 
and the current OE. 

Support Ratings 

• An upgrade to the bank's GSR is unlikely. Fitch does not consider Banco BICE to be a D-SIB 
(domestic systemically important bank) in the Chilean financial system.  

 

 

 

Debt Ratings: Fitch rates BICE's senior unsecured bonds at the same level as the bank's LT IDR 
and National LT Ratings of 'BBB+' and 'AA+(cl)', respectively, as the likelihood of default of the 
senior debt is the same as that of the issuer. BICE's senior unsecured debt rating of 'BBB+' 
would generally move in tandem with the bank's LT IDR. Senior and subordinated debt national 
scale ratings would generally move together with the bank's LT National Rating. The 
subordinated debt would remain two notches below the bank's National LT Rating.  

Issuer Ratings (Including Main Issuing Entities) 

Rating Level Rating 

Long-Term Foreign-Currency IDR BBB+ 

Short-Term Foreign-Currency IDR F2 

Long-Term Local-Currency IDR BBB+ 

Short-Term Local-Currency IDR F2 

Viability Rating bbb+ 

Government Support Rating bb+ 

National Long-Term Rating AA+(cl) 

National Short-Term Rating N1+(cl) 

Outlook/Watch Stable 

Source: Fitch Ratings. 

Debt Rating Classes 

Rating Level Rating 

Senior secured: National Long-Term AA+(cl) 

Senior unsecured: National Long-Term AA+(cl) 

Senior unsecured: Long-Term BBB+ 

Subordinated: National Long-Term AA-(cl) 

Source: Fitch Ratings. 
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Ratings Navigator 

 
The Key Rating Driver (KRD) weightings used to determine the implied VR are shown as percentages at the top. In cases where the implied VR is adjusted upwards or downwards 
to arrive at the VR, the KRD associated with the adjustment reason is highlighted in red. The shaded areas indicate the benchmark-implied scores for each KRD.  

VR — Adjustments to Key Rating Drivers  
• The VR of 'bbb+' has been assigned above the 'bbb' implied VR due to the following 

adjustment reasons: Risk Profile (positive). 

• The Business Profile score of 'bbb' has been assigned above the 'bb' category implied 
score due to the following adjustment reasons: Business model (positive) and Strategy 
and execution (positive). 

• The Capitalization and Leverage score of 'bbb-' has been assigned above the 'bb' 
category implied score due to the following adjustment reasons: Reserve coverage and 
asset valuation (positive) and Risk profile and business model (positive). 

Significant Changes  
• BICE’s 3Q22 results improved in line with the banking system performance. Operating 

income increased by 35% yoy -- based on higher interest rates, in part a reflection of tighter 
monetary policy and some indexation to inflation -- which underpinned an increase in NIMs 
and drove profitability. Loan impairment charges represented only 14.4% of pre-impairment 
operating profit at 3Q22. Core metric operating profit to RWA stood at 2.3% at 3Q22 
(average 2018-2021: 1.5%), although there was some deterioration in non-performing loans, 
which stood at 0.80% at 3Q22 (average 2018-2021: 0.42%). 

• Fitch expects the operating and business environment to remain more challenging over 
the next 18 months as economic growth decelerates sharply, to 1.9% in 2022 and just 
0.5% in 2023, per Fitch’s forecast. Although economic and financial risks remain, the 
agency does not anticipate a material deterioration relative to banks’ recent 
performance. Fitch still believes any impact on banks’ financial profiles will remain 
manageable and that, despite any potential deterioration in 2022–2023, core financial 
metrics will remain in line with current bank ratings. This weighs in Fitch’s ‘stable’ 
assessment of the Chilean banks’ OE.  

Banks

Ratings Navigator
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Summary Financials 

 
9/30/22 

Nine Months — Third Quarter 2021 2020 2019 

(Year End as of Dec. 31, Not Disclosed) (USD Mil.) (CLP Bil.) (CLP Bil.) (CLP Bil.) (CLP Bil.) 

Summary Income Statement      

Net Interest and Dividend Income 239  230.6  223.0  174.9  160.5  

Net Fees and Commissions 50  48.1  66.9  49.8  49.2  

Other Operating Income 9  8.7  29.6  30.7  31.2  

Total Operating Income 298  287.4  319.4  255.3  240.9  

Operating Costs 135  130.0  144.4  135.8  119.9  

Pre-Impairment Operating Profit 163  157.4  175.0  119.6  121.0  

Loan and Other Impairment Charges 23  22.6  48.0  26.0  26.4  

Operating Profit 140  134.8  127.1  93.6  94.6  

Other Non-Operating Items (Net) N.A. N.A. N.A. N.A. N.A. 

Tax 11  10.3  21.9  19.0  25.5  

Net Income 129  124.5  105.1  74.6  69.1  

Other Comprehensive Income (2) (1.7) (48.7) 3.5  0.3  

Fitch Comprehensive Income 127  122.8  56.5  78.1  69.4  

Summary Balance Sheet      

Assets      

Gross Loans 8,199  7,919.9  7,061.9  6,236.0  6,228.7  

- of Which Impaired 65  63.2  47.1  24.9  21.0  

Loan Loss Allowances 106  102.4  118.2  99.9  80.4  

Net Loan 8,093  7,817.5  6,943.7  6,136.0  6,148.2  

Interbank 135  130.5  92.7  107.8  76.1  

Derivatives 232  224.1  140.8  128.6  121.7  

Other Securities and Earning Assets 1,953  1,886.6  1,371.6  1,294.6  1,418.4  

Total Earning Assets 10,413  10,058.6  8,548.7  7,667.1  7,764.4  

Cash and Due from Banks 1,018  983.3  1,090.5  1,150.3  581.7  

Other Assets 427  412.2  353.2  323.3  247.8  

Total Assets 11,857  11,454.1  9,992.5  9,140.6  8,593.9  

Liabilities      

Customer Deposits 5,518  5,330.3  5,284.4  5,155.0  5,433.4  

Interbank and Other Short-Term Funding 2,583  2,495.4  1,566.0  1,124.3  565.0  

Other Long-Term Funding 2,248  2,171.1  1,970.8  1,828.9  1,652.8  

Trading Liabilities and Derivatives 357  345.1  199.7  133.8  141.6  

Total Funding and Derivatives 10,706  10,341.9  9,021.0  8,242.0  7,792.8  

Other Liabilities 347  335.1  324.8  242.0  200.0  

Preference Shares and Hybrid Capital N.A. N.A. N.A. N.A. N.A. 

Total Equity 804  777.1  646.7  656.6  601.1  

Total Liabilities and Equity 11,857  11,454.1  9,992.5  9,140.6  8,593.9  

Exchange Rate  USD1 = CLP966 USD1 = CLP866.250 USD1 = CLP728.960 USD1 = CLP744.620 

N.A. – Not applicable. 
Source: Fitch Ratings. 
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Key Ratios 

(%, Annualized as Appropriate, Years Ended as of Dec. 31) 9/30/22 2021 2020 2019 

Profitability     

Operating Profit/Risk-Weighted Assets 2.3  1.8  1.4  1.4  

Net Interest Income/Average Earning Assets 3.4  2.8  2.3  2.3  

Non-Interest Expense/Gross Revenue 45.3  45.2  53.2  49.8  

Net Income/Average Equity 22.9  15.9  11.9  12.0  

Asset Quality     

Impaired Loans Ratio 0.8  0.7  0.4  0.3  

Growth in Gross Loans 12.1  13.2  0.1  13.0  

Loan Loss Allowances/Impaired Loans 162.1  251.1  401.5  383.0  

Loan Impairment Charges/Average Gross Loans 0.4  0.7  0.4  0.5  

Capitalization     

Common Equity Tier 1 Ratio 10.0  9.3  10.0  N.A. 

Fully Loaded Common Equity Tier 1 Ratio N.A. N.A. N.A. N.A. 

Fitch Core Capital Ratio N.A. 9.2  9.9  8.9  

Tangible Common Equity/Tangible Assets 6.4  6.4  7.1  7.0  

Basel Leverage Ratio 6.4  6.5  6.7  6.4  

Net Impaired Loans/Common Equity Tier 1 (5.0) N.A. N.A. N.A. 

Net Impaired Loans/Fitch Core Capital N.A. (11.2) (11.5) (9.9) 

Funding and Liquidity     

Gross Loans/Customer Deposits 148.6  133.6  121.0  114.6  

Liquidity Coverage Ratio 159.0  212.0  415.0  136.0  

Customer Deposits/Total Non-Equity Funding 53.3  59.9  63.6  71.0  

Net Stable Funding Ratio 104.0  N.A. N.A. N.A. 

N.A. – Not applicable. 
Source: Fitch Ratings. 
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Government Support Rating 
Commercial Banks: Government Support 

 
Typical D-SIB GSR for sovereign's rating level (assuming 
high propensity) 

BBB+ or BBB 

Actual jurisdiction D-SIB GSR bbb+ 

Government Support Rating bb+ 

          

Government ability to support D-SIBs   

Sovereign Rating     A–/Stable 

Size of banking system   Neutral 

Structure of banking system   Neutral 

Sovereign financial flexibility (for rating level) Neutral 

          

Government propensity to support D-SIBs   

Resolution legislation   Neutral 

Support stance     Neutral 

          

Government propensity to support bank   

Systemic importance   Neutral 

Liability structure     Neutral 

Ownership     Neutral 

The colours indicate the weighting of each KRD in the assessment. 

 Higher influence     Moderate influence     Lower influence 
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Environmental, Social and Governance Considerations 

 

 

Unless otherwise disclosed in this section, 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 the entity, 
due to either their nature or the way in which they are being managed by the entity.  

For more information on Fitch's ESG Relevance Scores, visit www.fitchratings.com/esg. 

  

Banks
Ratings Navigator

Credit-Relevant ESG Derivation

Environmental (E)

Social (S)

Governance (G)

4

n.a.

1

2

Impact of labor negotiations, including board/employee 

compensation and composition
3

Banco BICE

5

Reference

Services for underbanked and underserved communities: 

SME and community development programs; financial literacy 

programs

Compliance risks including fair lending practices, mis-selling, 

repossession/foreclosure practices, consumer data protection 

(data security)

Sector-Specific Issues

n.a.

Business Profile (incl. Management & governance); Financial Profile

Sector-Specific Issues

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance); Risk Profile; 

Asset Quality

n.a.

n.a.





2

2

3

S Score

G Score

n.a.

n.a.

3

n.a.

Impact of extreme weather events on assets and/or 

operations and corresponding risk appetite & management; 

catastrophe risk; credit concentrations

n.a.

Shift in social or consumer preferences as a result of an 

institution's social positions, or social and/or political 

disapproval of core banking practices

Employee Wellbeing

Exposure to Social Impacts

General Issues

Board independence and effectiveness; ownership 

concentration; protection of creditor/stakeholder rights; legal 

/compliance risks; business continuity; key person risk; 

related party transactions

Organizational structure; appropriateness relative to business 

model; opacity; intra-group dynamics; ownership

Quality and frequency of financial reporting and auditing 

processes

Human Rights, Community Relations, 

Access & Affordability

Customer Welfare - Fair Messaging, 

Privacy & Data Security

General Issues

3

General Issues

GHG Emissions & Air Quality

Energy Management

Water & Wastewater Management

Waste & Hazardous Materials 

Management; Ecological Impacts

Exposure to Environmental Impacts

1

1

1

1

2

E Score

3

Governance Structure

Group Structure

Financial Transparency

Labor Relations & Practices

3

1

Irrelevant to the entity rating but relevant to the 

sector.

Minimally relevant to rating, either very low impact 

or actively managed in a way that results in no 

impact on the entity rating. Equivalent to "lower" 

relative importance within Navigator.

2







Governance is minimally relevant to the rating and is not currently a driver.

Sector-Specific Issues

3

2

0 issues

0

n.a.

issues

Management Strategy

 5 issues

4

3

2

1

E Scale

n.a.

key driver

driver

5

4

Operational implementation of strategy

Banco BICE has exposure to compliance risks including fair lending practices, mis-selling, repossession/foreclosure practices, consumer data protection (data 

security) but this has very low impact on the rating. 

5

Banco BICE has 5 ESG potential rating drivers

Irrelevant to the entity rating and irrelevant to the 

sector.

How relevant are E, S and G issues to the

overall credit rating?

Highly relevant, a key rating driver that has a 

significant impact on the rating on an individual 

basis. Equivalent to "higher" relative importance 

within Navigator.

Relevant to rating, not a key rating driver but has 

an impact on the rating in combination with other 

factors. Equivalent to "moderate" relative 

importance within Navigator.

potential driver

not a rating driver

How to Read This Page

ESG scores range from 1 to 5 based on a 15-level color gradation.

Red (5) is most relevant and green (1) is least relevant. 

The Environmental (E), Social (S) and Governance (G) tables

break out the individual components of the scale. The right-hand

box shows the aggregate E, S, or G score. General Issues are

relevant across all markets with Sector-Specific Issues unique to a

particular industry group. Scores are assigned to each sector-

specific issue. These scores signify the credit-relevance of the

sector-specific issues to the issuing entity's overall credit rating. The

Reference box highlights the factor(s) within which the

corresponding ESG issues are captured in Fitch's credit analysis.

The Credit-Relevant ESG Derivation table shows the overall ESG

score. This score signifies the credit relevance of combined E, S

and G issues to the entity's credit rating. The three columns to the

left of the overall ESG score summarize the issuing entity's sub-

component ESG scores. The box on the far left identifies some of

the main ESG issues that are drivers or potential drivers of the

issuing entity's credit rating (corresponding with scores of 3, 4 or 5)

and provides a brief explanation for the score.  

Classification of ESG issues has been developed from Fitch's

sector ratings criteria. The General Issues and Sector-Specific

Issues draw on the classification standards published by the United

Nations Principles for Responsible Investing (PRI) and the

Sustainability Accounting Standards Board (SASB).

Sector references in the scale definitions below refer to Sector as

displayed in the Sector Details box on page 1 of the navigator.

CREDIT-RELEVANT ESG SCALE

2

1

G Scale

5 issues

issues

Overall ESG Scale

1

5

4

3

Reference

Business Profile (incl. Management & governance); Risk Profile

Operating Environment; Business Profile (incl. Management & 

governance); Risk Profile

S Scale

Reference

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance); Earnings & 

Profitability; Capitalisation & Leverage

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance)

5

4

3

2

1

4

http://www.fitchratings.com/esg
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The ratings above were solicited and assigned or maintained at the request of the rated 
entity/issuer or a related third party. Any exceptions follow below. 

 

 

 

DISCLAIMER & DISCLOSURES 

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these 
limitations and disclaimers by following this link: https://www.fitchratings.com/understandingcreditratings. In 
addition, the following https://www.fitchratings.com/rating-definitions-document details Fitch's rating definitions 
for each rating scale and rating categories, including definitions relating to default. Published ratings, criteria, and 
methodologies are available from this site at all times. Fitch's code of conduct, confidentiality, conflicts of interest, 
affiliate firewall, compliance, and other relevant policies and procedures are also available from the Code of 
Conduct section of this site. Directors and shareholders’ relevant interests are available at 
https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to 
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entity summary page for this issuer on the Fitch Ratings website. 
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nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party 
verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other 
reports provided by third parties, the availability of independent and competent third- party verification sources with respect to the particular 
security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports should understand that 
neither an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection 
with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information 
they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the 
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