
Research Update:

Government Development Bank for
Puerto Rico Ratings Lowered To 'BBB-'
From 'BBB'; Outlook Negative

Primary Credit Analyst:

Sunsierre Newsome, New York (1) 212-438-2421; sunsierre_newsome@standardandpoors.com

Secondary Contacts:

E.Robert Hansen, CFA, New York (1) 212-438-7402; robert_hansen@standardandpoors.com

Kevin Cole, CFA, New York (1) 212-438-3818; kevin_cole@standardandpoors.com

Table Of Contents

Overview

Rating Action

Rationale

Outlook

Related Criteria And Research

Ratings List

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MARCH 14, 2013   1

1094849 | 302008878



Research Update:

Government Development Bank for Puerto Rico
Ratings Lowered To 'BBB-' From 'BBB'; Outlook
Negative

Overview

• We lowered our rating on the Commonwealth of Puerto Rico to 'BBB-' from
'BBB' and maintained the negative outlook.

• In our view, the link between the Government Development Bank for Puerto
Rico (GDB) and the commonwealth is very strong, and GDB plays a very
important role for the government.

• We are lowering our long-term issuer credit rating on GDB to 'BBB-' from
'BBB' and lowering our short-term issuer credit rating to 'A-3' from
'A-2'. The outlook remains negative.

• The negative outlook on GDB reflects the negative outlook on the
commonwealth.

Rating Action

On March 14, 2013, Standard & Poor's Ratings Services lowered its long-term
issuer credit rating on the Government Development Bank for Puerto Rico (GDB)
to 'BBB-' from 'BBB' and its short-term issuer credit rating to 'A-3' from
'A-2'. The outlook remains negative.

Rationale

The rating action follows the downgrade of the Commonwealth of Puerto Rico to
'BBB-' from 'BBB'. We designate GDB as a government-related entity based on
our view that the link between GDB and the commonwealth is very strong and
that GDB plays a very important role for the government, given that it
provides funding to the commonwealth and other Puerto Rican public
corporations and that it is fiscal agent to the commonwealth and its
instrumentalities. For example, the commonwealth has drawn $775 million on its
credit line with GDB, thereby lowering its fiscal year 2013 deficit. According
to our criteria, the rating on GDB cannot be higher than the rating on the
commonwealth because of the bank's lack of independence from the government.
Therefore, we are downgrading GDB in conjunction with the downgrade of the
commonwealth, even though we are maintaining GDB's 'bbb' stand-alone credit
profile.
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Outlook

Our negative outlook on GDB mirrors our outlook on the commonwealth. If we
lower our rating on the commonwealth, we will very likely lower our rating on
GDB. We do not believe that GDB is sufficiently independent from the
commonwealth to justify a higher rating. If GDB pays a large special dividend,
which we do not view as likely, significantly increases its exposure to the
commonwealth as a source of permanent deficit financing, or continues to shift
its funding base toward wholesale borrowings, we could lower the rating--even
if the rating on the commonwealth remains the same.

Related Criteria And Research

• Summary: Commonwealth of Puerto Rico; Appropriations; General Obligation;
General Obligation Equivalent Security; Moral Obligation, March 13, 2013

• General Criteria: Rating Government-Related Entities: Methodology And
Assumptions, Dec. 9, 2010

Ratings List

Downgraded
To From

Government Development Bank for Puerto Rico
Issuer Credit Rating BBB-/Negative/A-3 BBB/Negative/A-2
Certificate Of Deposit
Local Currency BBB-/A-3 BBB/A-2
Senior Unsecured BBB- BBB

Complete ratings information is available to subscribers of RatingsDirect on
the Global Credit Portal at www.globalcreditportal.com. All ratings affected
by this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column.
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