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Overview

- Although Instituto Para La Protección al Ahorro Bancario's (IPAB) deposit insurance fund has
decreased due to the payment of the guaranteed deposits of two intervened banks in the last
couple years, we expect it to gradually recover and reach pre-pandemic levels by the end of
2022.

- We expect IPAB to maintain its almost certain likelihood of support from the Mexican
government, given the entity's integral link to it and its critical role as the sole deposit insurer
for the Mexican banking system.

- We affirmed our 'BBB/A-2' foreign currency global scale ratings and our 'mxAAA/mxA-1+'
national scale issuer credit ratings on IPAB. We also affirmed our 'BBB+' and 'mxAAA'
issue-level ratings.

- The negative global scale outlook on IPAB mirrors that on the sovereign, based on our view of
the almost certain likelihood of support from the Mexican government.

Rating Action

On Feb. 8, 2022, S&P Global Ratings affirmed its 'BBB/A-2' global scale foreign currency,
'BBB+/A-2' global scale local currency, and 'mxAAA/mxA-1+' national scale issuer credit ratings
on IPAB. The outlooks on the long-term global and national scale ratings are negative and stable,
respectively, reflecting in both cases those on the sovereign.

At the same time, we affirmed our 'BBB+' and 'mxAAA' issue-level ratings on IPAB's senior debt
issuances (BPAS; its Spanish acronym).
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Rationale

IPAB will maintain its importance to the government as sole deposit insurer for the Mexican
banking system. The government's mandate is for IPAB to manage bank deposit insurance to
rescue bank depositors if a Mexican bank fails. This has occurred recently with Banco Ahorro
Famsa S.A. Institución de Banca Múltiple (BAF; not rated [NR]) and Accendo Banco S.A. Institución
de Banca Múltiple (Accendo; NR). IPAB took control of these banks and paid the guaranteed
deposits for their customers. In addition, the institute has managed the asset sales from these
banks.

We also continue to consider that IPAB benefits from explicit and consistent support from the
government. IPAB also manages the outstanding debt from past bailouts with the goal of gradually
reducing it in real terms. Finally, part of the federal budget is assigned to pay the institute's legacy
debt and to guarantee support for its outstanding debt placements.

The institute has had an efficient and timely response to deposit payment and liquidation
processes. At the end of 2021, due to Accendo's bankruptcy, IPAB had already paid about
MXN1.3 billion of the bank's guaranteed deposits, which was about 97% of total guaranteed
deposits. This amount represented less than 3% of the total deposit insurance fund, and had no
material effect on the fund's levels. Moreover, we expect the asset sale process will be taking
place this year. In our view, this timely response--along with its response to BAF's failure--are
aligned with global best practices, and illustrated a good resolution plan design and proper
execution. This has contributed to the Mexican banking sector's stability by providing an orderly
liquidation process.

We expect stable growth in the deposit insurance fund supported by the quota income from
banks, with good coverage levels. We expect IPAB's deposit insurance fund to recover to
pre-pandemic levels by the end of 2022, supported by consistent growth in the quota income from
the banking system and the sale of BAF's assets, which we expect to occur during 2022. We
forecast the fund to increase to about MXN68 billion in 2022, above the MXN56 billion before the
pandemic.

In addition, the existing fund has sound coverage in terms of the total system's guaranteed
obligations at about 0.7% in 2020, according to the last International Association of Deposit
Insurers (IADI) survey, which compares favorably against other global regimes. We expect this
coverage to return to 2019 levels of close to 1.0% as the fund recovers the lost resources from BAF
and Accendo.

IPAB will continue to have solid financial flexibility. We expect the institute to maintain good
financial flexibility without any further refinancing risk due to the government support. During
2021, the institute decreased its net debt in real terms 5.2% compared to the previous year. IPAB's
average debt maturity profile is 2.5 years, and 22% of its debt matures this year. As of December
2021, the BPA182 bond is the largest share of IPAB's debt (39%), followed by BPAG91 (38%), and
BPAG28 (23%). Moreover, there was higher demand for the institute's placements, specifically the
BPA182, in the last quarter of 2021, due to its higher yield explained by the expectations of rising
inflation.
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Outlook

The negative global scale outlook on IPAB mirrors that on the sovereign. Any change in our ratings
or outlook on Mexico (foreign currency: BBB/Negative/A-2; local currency: BBB+/Negative/A-2)
would result in a similar action on IPAB.

The stable outlook on the national scale rating on IPAB also reflects that on the national scale
sovereign rating.

Downside scenario

In addition to a potential downgrade of Mexico, we could also lower the ratings on IPAB if the
likelihood of government support diminishes, which could jeopardize the institution's
sustainability or ability to refinance its debt. However, we view this scenario as highly unlikely,
given IPAB's importance for the Mexican banking system.

Upside scenario

We could revise IPAB's outlook to stable following a similar action on Mexico.

Related Criteria

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

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

- General Criteria: Rating Government-Related Entities: Methodology And Assumptions, March
25, 2015

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Ratings List

Ratings Affirmed

Instituto Para La Proteccion al Ahorro Bancario

Issuer Credit Rating

Foreign Currency BBB/Negative/A-2

Local Currency BBB+/Negative/A-2

CaVal (Mexico) National Scale mxAAA/Stable/mxA-1+

Instituto Para La Proteccion al Ahorro Bancario

Senior Unsecured

Local Currency BBB+

CaVal (Mexico) National Scale mxAAA

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
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criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column.

www.spglobal.com/ratingsdirect February 8, 2022       4

Research Update: Instituto Para La Proteccion al Ahorro Bancario 'BBB/A-2' Foreign Currency Ratings Affirmed; Outlook Still Negative



www.spglobal.com/ratingsdirect February 8, 2022       5

Research Update: Instituto Para La Proteccion al Ahorro Bancario 'BBB/A-2' Foreign Currency Ratings Affirmed; Outlook Still Negative

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 © 2022 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	Overview
	Rating Action
	Rationale
	Outlook
	Downside scenario
	Upside scenario

	Related Criteria
	Ratings List


