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CAIN
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CAJA DE AHORROS DEE SANTANDER Y CANTABRIA

Santandc -, 18 de noviembre de 2004

De conformidad con el articulo 82 de la Ley 24/1988, e 28 de julio, del Mercado
de Valores, se adjunta Comunicacién de Hecho Relevante dirigido a esa Comisidn,
relativo a la calificacién otorgada por MOODY'S INVESTORS SERVICE a CAJA DE
ATIORROS DI SANTANDER V CANTABRIA, cuyo informe, de lecha 10 de noviembre dc
2004, se adjunta como Anexo I

CAJA DE AHORROS ggﬁ SANTANDER Y CANTABEIA
P.p. - —~

. ‘\ll Y
D. Luis Fermmando Gareia )%ndrés
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CAJIN
CANTABRIN

CAJA DE AHORROS DEE SANTANDER Y CANTABRIA

A LA COMISION NACTONAL DEL MERCAD 1) DE VALORES
COMUNICACION DE HECHQ RELF VANTE

D. Luis Femando Garcia Andrés, mayor de edad, con D.N.L niimero 13.681.907-N y
domicilio a efectos de notificaciones en Plaza de Velarde 3, 39001 Santander, actuando
én nombre y representacion de la sociedad CAJ/A DE AJIORROS DE SANTANDER Y
CANTABRIA (la “Seciedad”), ante la COMISION NACIONAL I 2L MERCADO DE VALORES
(la*CNMV™) comparece y

EXPONE

I. Que la agencia de calificacion MooDy’s INVESTORS SERVICE LTD (“Moody’s™) ha
emitido informe de calificacién del crédito de la Sociedad zon fecha 10 de noviembre
de 2004,

. Que Moody’s manticne la calificacion crediticia de la Socicdad en A3/P-1/C.

NI Que Moody’s califica su perspectiva de 1a valoracién de 1a iiociedad como ESTABLE.

En virtud de lo anterior

SE SOLICITA
A LA COMISION NACIONAL DEL MERCADC DE VALORES

Que teniendo por presentada la presente Comunicacién de “lecho Relevante, se sirva
admitirla y, previos los tramites oportunos, proceda : su inscripcion en ¢l
correspondiente Registro de esa Comision.

En Santander, a 18 de noviembre de 2004

(CAJA DE AHORROS Dl% SANTANDER Y CANTABRIA
P.p.

D. Luis Fernando Garcid Andrés

COMISION NACIONAL DEL MERCADO DE VALQRES
Direceion General de Mercados © Inversiones

Paseo de la Castellana 19

28046 Madrid

Caja de Ahorros da Fantander y Gantabria. Pza. Velarde 3 - 30001 Santander, C.LF. G-499003785. T, 942 204 500, Telex: 35835 CADER E. SWIFT: CECA ES MM UGE
Inserita Piag. Mar. Santander, Tomn 464 Secitn @sl., Folio 1) Hoja 2661, Inag. 1.9- Inserit en of Libro de Cajas (e ARQITOs del Banco da Espafia, ny 55
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Caja de Ahorros de Santander y Cantabria

£

Moody's fnvegtors Sarvioe

Credit Opinion: Caja cle Ahorros de Santander y Cantabria

Caja de Ahorros de Santander y Cantabria

Santander, Spain

Ratings

Category Moody's Rating
Qutlook Stable
Bank Deposits A3P-1
Bank Financial Strenglh C
Preferrad Stock -Dom Curr Baaz
Cantabria Preferentes, S.A,

Ouitlook Stahle
Bkd Prefarence Stock -Dom Curr Baaz
Contacts

Analyst Phone
Anne Caris/London 44207772 5454
Maria Cabanyes/Madrid ‘ 34.91.310.14.54

Samual! 3, Theodaore/London

Key Indicators

Caja de Ahorros de Santander y Cantabria {Conszolidated)

[1]2003
Total assets (EUR billion) 4,98
Total assets (EUR billion) 4,98
Total capital {(EUR billion) 0.44
Retum on average assets 0.54
Recurring eaming power [3] 1.16
Net interest margin 2.75
Cost/ income ratio 69.41
Prablem loans % gross lpans 1.14
Tier 1 ratio (%) 745

2002
4.02
4.02
0.37
048
0.91
318

75.88
1.51
7.10

2001
3.50
3.50
0.30
(.86
1.21
334

€9.70
1.66
B.74

<110
125
125
.24
077
C73
.23
5001
22
. 58
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1999
2.99
2.99
0.20
0.72
0.97
3.67
73.65
2.66
9.00

Credit Qplinion
10 NOV 2004

[ClAva/CAGR
13.63

2114

0.67

1.20

3.23

69.53

1.84

8.17

[1] As of December 31 [2] Compound Annual Growth Rate for total assets and tc :al capital. [3] Preprovision

income % average assets,

Cpinion

Cradit Strengths

The eredit strengths of Caja de Aharros de Santander y Cantabria (Caja Cantabri:) are:

- Strong market positioning in the region of Cartabria (Northern Spain)

- Consistent and prudent strategy since mid-2000 under a new managamerit tearn

- Sound asset quality - the portfolio has been claaned up from former poor tisk m1nagement practices, and
coverage ot 190% Gompares well with European peers, although it still lags Spanish peers

http://www.moodys.com/moodys/cust/rcsearchfvcnus/()piniun/(fredit‘! 2200pinion/60...  10/11/2004
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- Adequate liquidity

Credit Challenges

Credit challenges are:

- High reliance on net interest notivities {margins under high pressure and decli 1ing)

= In comrmon with its Spanigh psers, intanse competition in all segments challet:ying growth and profitability going
forwarg

- Modest operating efficiency

- Bome exposure to capital markets through securities portfolio

- Increased leverage of capital hase although core economic capital rermains ac squate
= Successtully managing funding gap created through the rapid loan book expan sion
Rating Rationale

The A3/C ratings of Caja Cantabria (last upgraded in April 2002) are based on: ‘i) its consistent and prudent
strategy; (fi) stricter risk management practices: and (iii) improved financial fundamentals, after a change of
management mid-2000, The bank also enjoys a strong regional franchise. In Ap-1 2003, the shori-term rating was
upgraded to Prime-1 (frorn Prime-2), based on the bank's goed liquidity and stal- e funding (mainly retail deposits),
and low transition rigk,

Caja Cantabria is one of the smaller-sized Spanish savings banks, ranking 31st 1 size aut of 48, but it is the
leading player in the Comunidad Autanoma of Cantabiia, northern Spain, Its reg onal market shares in deposits
and lending totaled 48% and 36% at December-end 2003, respectivaly. The barli's traditional clients have been
retail and small to medium-sized enterprises.

Management stability in the last three years has allowed the bank to consistently, as well as successfully, follow a
prudent strategy focused on prefitability and low risk. This led ta the mplementa fan of a rationalisation
programme, which has slarted to materialise positively in Caja Cantzbria's accolits, although mora effort and
improvement are expected: cost efficiency remains comparatively low today. The: loan portfolio was also actively
cleaned up and tighter risk management systems PUt In place. Caja Cantabria t¢ ay posts a sound asset quality
with a comparatively low level of problem loans, even though it is more expozed 10 the comporate sector. Finally,
the bank continues to benefit from its strong deposit base, which has been a key sompetitive advantage in termms of
funding stability and cost,

Going forward, revenue diversification remains among the main challsnges althe . gh it is seen as key in terms of
the bank's future earning generstion capacity due to sustainag high pregsure on ~et inferest marging, In that
respact, Caja Cantabria continues to banafit, howaver, fram its large deposit bas: and as such, access to
compatitively priced funding. The securities portfalia is also saan as o source of 1:3k, although the recant
downscaling of equity exposures confirms rmanagement's lower rigk appetita in that respact, We finally note that,
despite the increasing leverage of the bank's capital base, core econamic capital is adequate in light of its current
rizk profile and earnings-generation capacity. However, low regulatory capital levils could challange growth in the
future.

Rating Outlook
The qutlook is stable for the reasons mentioned above.
What Could Change the Rating - Up

Although we acknowledge recent improvement, an upgrade iz unlikels in the near future; Caja Cantabria needs to
post recurring eamings and profitability indicators more in line with Az-rated bank:. As such, its capacity to
enhance cost efficiency, diversify its revenue base and lower revenue volatility ge . 1g forward are key.

What Could Change the Rating - DOWN

Any material deterioration in the hank's rsk profile orfand profitability could hurt t o ratings. This is however made
unlikely given cument management and strategy.

http://www.maudys.com/mooclys/cust/research/venus/()pinicnn/Credit‘,’a.JEDOpinionfﬁO... 10/11/2004
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Recent Developments/Results

Atthe end of September 2004, Caja Cantabria continyed to enjoy (rood growth in is recurring activities. The bank
also showed better contrgl on its expenditure. That said, net inferest income remained under high pressure (-1.5%
y-0-y) given low interest rates and high competition,

© Copyright 2004, Moody's Investors Service, Inc. and/or its licensors including Moady's Assurance Company, Inc.
(together, "MOCGDY'S"), All rights reserved.
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