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Fitch Ratings - Bogota - 03 Jun 2022: Fitch Ratings affirmed Grupo Argos S.A.’s long
and short-term national ratings (Grupo Argos) at ‘AAA(col)” and ‘F1+(col)’, respectively.
The long-term rating outlook is Stable.

The decision to affirm Grupo Argos’ ratings reflects the creditworthiness and stability of
the dividend stream from investments, even in challenging environments. Dividends and
distributions received during 2021 exceeded Fitch’s expectations due to higher
distributions from some of its investments. The company reduced its debt to adjusted
EBITDA plus dividends and debt to dividends leverage to 3.5x (x) and 3.1x,
respectively; in the coming years they will be around 2.0x.

The ratings also consider the robust capital structure with medium and long-term debt
maturities, adequate liquidity and a solid investment portfolio in mostly publicly traded
companies, resulting in a low loan to value (LTV) ratio that would be close to 10%.

KEY RATING FACTORS

Dividend Flow Stability: Grupo Argos’ credit profile benefits from the
creditworthiness and stability of the dividend streams received from its investments in
different businesses. During 2021, dividends and other distributions received were close
to COP 472 billion, above Fitch’s expectations, as a result of a higher refund of
contributions by the Pactia Real Estate Private Equity Fund (Pactia) in the amount of
COP 63 billion. Also due to a higher contribution from the real estate development
business, which is expected to generate stabilized net cash flows between COP 80
billion and COP 90 billion per year.

The agency projects for 2022 a flow of dividends close to COP 859 billion, of which COP
479 billion correspond to recurring dividends and COP 380 billion to the expected
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refund from Odinsa S.A. (Odinsa) [AA-(col) Outlook Stable] for the early termination of
concessions in the Dominican Republic. Thereafter, the flow received would average
approximately COP 700 billion per year.

Adequate Investment Portfolio: Grupo Argos’ portfolio is mainly composed of
companies with ratings in the high ranges of the domestic scale; from AAA(col) to AA-
(col). The geographic and sector diversification of the portfolio companies’ operations
are positive for Grupo Argos’ credit profile. Nearly 77% of the flows received in 2021
came from companies rated by Fitch.

Grupo Argos holds controlling interests in Celsia Colombia S.A. E.S.P. (Celsia Colombia)
[AAA(col) Outlook Stable] through Celsia S.A. (Celsia), Cementos Argos (Celsia),
Cementos Argos S.A. (Cementos Argos) [AA(col) Outlook Positive] and Odinsa. It also
holds portfolio investments in Grupo de Inversiones Suramericana, S.A. (Grupo Sura)
[AAA(col) Outlook Stable] and Grupo Nutresa S.A. (Grupo Nutresa). The remaining
dividends received during 2021 came from Pactia.

Strengthening of Credit Metrics: At the end of 2021, Grupo Argos reduced its
financial debt by COP 119 billion, so the debt to adjusted EBITDA plus dividends and
debt to dividends leverage metrics were 3.5x and 3.1X, respectively, below what Fitch
anticipated in its last review. This benefited from higher distributions received by Pactia.
Fitch projects that leverage metrics will be close to 2.0x in the next few years,
supported by the flow of dividends and higher expected distributions.

Conservative LTV: The LTV metric remains solid, close to 10%. At the end of March
2022, the company’s investment portfolio amounted to approximately COP 15.5 billion;
it excludes interests in Sociedad Concesionaria Operadora Aeroportuaria Internacional
S.A. (Opain; 'BB+’ Outlook Negative), in the real estate and coal businesses. Of the
value achieved by the portfolio, close to COP 13.4 billion corresponds to shares in
companies listed on the local stock exchange. The financial debt to portfolio value ratio
was 9.0%, which is favorable compared to 10.0% at the end of 2021 and 12.6% for the
same period of the previous year. The indicator benefited from lower indebtedness and
an increase in the value of the portfolio of listed companies.

Growth Strategy Focused on Infrastructure: Grupo Argos’ strategy in the coming
years focuses on the consolidation of an infrastructure vehicle that will allow it to
manage operations in the energy, concessions and real estate rental segments and to
leverage more projects that will represent greater stable and predictable cash flows.
Currently, through Celsia, it has a platform in alliance with Cubico Sustainable
Investments for the development of solar energy projects and distribution and
transmission projects in Colombia and, through Odinsa, it is consolidating a road
concession platform together with Macquarie Asset Management.

RATING DERIVATION
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Grupo Argos’ credit profile is in line with the ratings of Promigas S.A. E.S.P. (Promigas)
[AAA(col) Outlook Stable], Empresas Publicas de Medellin E.S.P. (EPM) [AAA(col) Watch
Negative] and Grupo Energia Bogota S.A. E.S.P. (GEB) [AAA(col) Outlook Stable].
Although these companies operate in regulated businesses that provide stability and
predictability to its operating cash flows, they have leverage metrics similar to those of
Grupo Argos.

Fitch projects that Promigas could maintain leverage close to 4.0x and GEB around
3.5x. EPM’s rating is on Watch Negative given the uncertainty in the development of the
Ituango project. In Fitch’s view, Grupo Argos’ leverage (debt to adjusted EBITDA plus
dividends and debt to dividends) will remain close to 2.0x in the coming years, without
considering potential acquisitions.

KEY ASSUMPTIONS
Fitch’s key assumptions in the issuer rating base case are:

- dividends to be received for approximately COP 859 billion in 2022 and in the
following years an annual average of approximately COP 700 billion;

- LTV level below 12% in the medium term;

- NnO new acquisitions are contemplated.

RATING SENSITIVITY
Factors that could, individually or collectively, lead to a negative/lower rating action:

- weakening of the credit profile of the investment portfolio;

- LTV levels above 20% and 25% on a consistent basis;

- significant new acquisitions financed mostly with debt;

- leverage (ratio of debt to adjusted EBITDA plus dividends and debt to dividends)
above 3.5x on a sustained basis.

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

- the ‘AAA(col)’ rating is the highest on the national scale and, therefore, there are no
factors for positive action.

LIQUIDITY
Manageable Liquidity Position: Grupo Argos has historically maintained low cash
levels in relation to its short-term debt. This is mitigated by stable dividend income and

its ability to access alternative sources of liquidity. The company’s strong track record of
stable dividend flows, a manageable debt maturity profile and demonstrated high

https://www. fitchratings.com/research/es/corporate-finance/fitch-affirms-grupo-argos-rating-at-aaa-col-outlook-stable-03-06-2022


http://www.fitchratings.com/research/es/corporate-finance/fitch-affirms-grupo-argos-rating-at-aaa-col-outlook-stable-03-06-2022

6/3/22, 5:39 PM Fitch Affirms Grupo Argos Rating at ‘AAA(col)’; Outlook Stable

financial flexibility favor its credit profile. As of March 31, 2022, Grupo Argos had short-
term maturities of COP 86,209 million, which accounts for 6% of its total debt. Of the
remaining debt, 94% is distributed between 2024 and 2034.

ISSUER PROFILE

Grupo Argos is a Colombian investment holding company, with interests in the
construction industry (Cementos Argos), the electricity (Celsia and Celsia Colombia),
and infrastructure sector (Odinsa). It also holds non-controlling interests in companies
in the food sector (Grupo Nutresa), in other investment holdings (Grupo Sura), in real
estate (Pactia) and in airport concessions (Opain).

Grupo Argos’ cash generation is mainly explained by its recurring dividends, due to its
investment portfolio. The company’s strategy has been geared towards maintaining a
diversified portfolio, with companies that are a source of secure dividends and an
adequate asset rotation focused on profitability and real estate development.
PARTICIPATION

The rating(s) mentioned was(were) requested and was(were) assigned or followed up
upon request of the issuer(s) or rated entity(ies) or a related third party. Any
exceptions will be indicated.

CRITERIA APPLIED ON A DOMESTIC SCALE

- Corporate Finance Rating Methodology (December 2, 2021);
- National Scale Rating Methodology (December 22, 2020).

REGULATORY INFORMATION

NAME ISSUER or MANAGER: Grupo Argos S.A.
MINUTES NUMBER: 6775

COMMITTEE DATE: June/3/2022

PURPOSE OF THE MEETING: Periodic Review

COMMITTEE MEMBERS: Natalia O'Byrne (Chairwoman), Julidan Ernesto Robayo and
Rafael Molina

The resumes of the Members of the Technical Committee may be consulted on the web
page: https://www.fitchratings.com/es/region/colombia.
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The credit risk rating of Fitch Ratings Colombia S.A. Sociedad Calificadora de Valores is
a professional opinion and at no time implies a recommendation to buy, sell or hold a
security, nor does is it a guarantee of compliance with the obligations of the rated

party.

Where applicable, for assigning this rating, Fitch Ratings considered the aspects
referred to in article 4 of Decree 610/2002, in accordance with article 6 of the same
Decree, now incorporated in articles 2.2.2.2.2.2. and 2.2.2.2.2.4., respectively, of
Decree 1068/2015.

This document may include rating information on an international scale and/or from
other jurisdictions other than Colombia, this information is of a public nature and may
be in a language other than Spanish. However, the rating actions taken by Fitch Ratings
Colombia S.A. Sociedad Calificadora de Valores only pertain to ratings with the suffix
“col,” the other ratings are only mentioned as a reference.

DEFINITIONS OF DOMESTIC RATING SCALES
LONG-TERM DOMESTIC CREDIT RATINGS

AAA(col). ‘AAA’ Domestic Ratings indicate the highest rating assigned by Fitch on that
country’s national rating scale. This rating is assigned to issuers or obligations with the
lowest expectation of default risk relative to all other issuers or obligations in the same
country.

AA(col). ‘AA” Domestic Ratings indicate very low default risk expectations relative to
other issuers or obligations in the same country. The risk of default differs only slightly
from that of issuers or obligations with the highest ratings in the country.

A(col). ‘A’ Domestic Ratings indicate low default risk expectations relative to other
issuers or obligations in the same country. However, changes in economic
circumstances or conditions may affect the ability to pay on a timely basis to a greater
degree than would be the case for financial commitments in a higher rating category.

BBB(col). ‘BBB’ Domestic Ratings indicate a moderate risk of default relative to other
issuers or obligations in the same country. However, changes in economic
circumstances or conditions are more likely to affect the ability to pay on a timely basis
than in the case of financial commitments in a higher rating category.

BB(col). ‘BB’ Domestic ratings indicate a high risk of default relative to other issuers or
obligations in the same country. In the context of the country, payment is to some
extent uncertain and the ability to pay on a timely basis is more vulnerable to adverse
economic changes over time.
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B(col). ‘B’ Domestic Ratings indicate a significantly elevated risk of default relative to
other issuers or obligations in the same country. Financial commitments are being met
but there remains a limited margin of safety and the ability to continue to make timely
payments is conditional on a favorable and stable economic and business environment.
In the case of individual bonds, this rating may indicate stressed or non-performing
bonds with a potential for extremely high recoveries.

CCC(col). 'CCC" Domestic Ratings indicate that default is a real possibility. The ability to
meet financial commitments depends exclusively on favorable and stable economic and
business conditions.

CC(col). ‘CC" Domestic Ratings indicate that default of some kind is likely.
C(col). *C’ Domestic Ratings indicate that an issuer’s default is imminent.

RD(col). 'RD’ Domestic Ratings indicate that in Fitch Ratings’ opinion the issuer has
experienced a “restricted default” or an unremedied payment default on a bond, loan or
other material financial obligation, although the entity is not subject to bankruptcy,
administrative, liquidation or other formal dissolution proceedings, and has not
otherwise ceased its business activities.

D(col). ‘D’ Domestic Ratings indicate an issuer or instrument in default.

E(col). Description: Rating suspended. Obligations that, upon repeated requests from
the rating agency, do not have adequate information.

Note: The modifiers “+” or *-” may be added to a rating to indicate the relative position
in a particular rating category. These suffixes are not added to the ‘AAA’ category, or to
categories lower than ‘CCC'.

SHORT-TERM DOMESTIC CREDIT RATINGS

Fi(col). F1' National Ratings indicate the strongest capacity for timely payment of
financial commitments relative to other issuers or obligations in the same country. On
Fitch’s National Rating scale, this rating is assigned to the lowest risk of default relative
to others in the same country. When the liquidity profile is particularly strong, a “+” is
added to the assigned rating.

F2(col). ‘F2' National Ratings indicate a good capacity for timely payment of financial
commitments relative to other issuers or obligations in the same country. However, the
safety margin is not as large as in the case of higher ratings.

F3(col). ‘F3’ National Ratings indicate an adequate capacity for timely payment of
financial commitments relative to other issuers or obligations in the same country.
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However, this capacity is more susceptible to adverse changes in the short term than
that of financial commitments in higher rating categories.

B(col). ‘B’ National Ratings indicate an uncertain capacity for timely payment of financial
commitments relative to other issuers or obligations in the same country. This capacity
is highly susceptible to adverse changes in short-term financial and economic
conditions.

C(col). 'C" National Ratings indicate that an issuer’s default is imminent.

RD(col). 'RD’ National Ratings indicate that an entity has defaulted on one or more of
its financial commitments, although it continues to meet other financial obligations. This
category is only applicable to entity ratings.

D(col). ‘D’ National Ratings indicate an actual or imminent default.

E(col). Description: Rating suspended. Obligations that, upon repeated requests from
the rating agency, do not have adequate information.

RATING OUTLOOKS AND OBSERVATIONS

OUTLOOKS. These indicate the direction in which a rating could possibly move within a
period between one and two years. They also reflect trends that have not yet reached
the level that would drive a rating change, but could do so if they continue. These may
include: “Positive”; “Stable”; or “Negative”.

Most Outlooks are generally Stable. Ratings with Positive or Negative Outlooks will not
necessarily be modified.

OBSERVATIONS. These indicate that there is an increased likelihood of a rating change
and the possible direction of such a change. These are designated as “Positive”,
indicating a potential upgrade, “Negative”, for a potential downgrade, or “Evolving”, if
the rating may rise, fall, or be affirmed.

An Observation is typically event-driven, so it is usually resolved in a short period of
time. Such an event may be anticipated or may have occurred, but in either case the
exact rating implications are undetermined. The Observation period is typically used to
collect more information and/or use information for further analysis.

RATING ACTIONS
ENTITY / DEBT RATING PRIOR
Grupo Argos ENacLT  AAA(col) Rating Outlook Stable AAA(col) Rating Outlook
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Additional information available at www.fitchratings.com/site/colombia.

PARTICIPATION STATUS

The rated entity (and/or its agents) or, in the case of structured finance, one or more of
the transaction parties participated in the rating process except that the following
issuer(s), if any, did not participate in the rating process, or provide additional
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information, beyond the issuer’s available public disclosure.
APPLICABLE CRITERIA

Domestic Scale Rating Methodology (pub. Dec 22, 2020)
Corporate Finance Rating Methodology (pub. Dec 02, 2021)
APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to
criteria providing description of model(s).

Corporate Monitoring & Forecasting Model (COMFORT Model), v8.0.2(1)
ADDITIONAL DISCLOSURES

Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

Grupo Argos S.A.

DISCLAIMER & COPYRIGHT

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, Fitch’s rating
definitions for each rating scale and rating categories, including definitions related to
default, are available at www.fitchratings.com under Rating Definitions. 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/requlatory. Fitch may have provided another
permissible or ancillary service to the rated entity or its related third parties. Details of
permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or
FCA-registered Fitch Ratings company (or branch of such a company) can be found on
the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast
information), Fitch relies on factual information it receives from issuers and
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underwriters and from other sources Fitch believes to be credible. Fitch conducts a
reasonable investigation of the factual information relied upon by it in accordance with
its ratings methodology, and obtains reasonable verification of that information from
independent sources, to the extent such sources are available for a given security or in
a given jurisdiction. The manner of Fitch’s factual investigation and the scope of the
third-party verification it obtains will vary depending on the nature of the rated security
and its issuer, the requirements and practices in the jurisdiction in which the rated
security is offered and sold and/or the issuer is located, the availability and 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 work of experts, including independent
auditors with respect to financial statements and attorneys with respect to legal and tax
matters. Further, ratings and forecasts of financial and other information are inherently
forward-looking and embody assumptions and predictions about future events that by
their nature cannot be verified as facts. As a result, despite any verification of current
facts, ratings and forecasts can be affected by future events or conditions that were not
anticipated at the time a rating or forecast was issued or affirmed.

The information in this report is provided ‘as is” without any representation or warranty
of any kind, and Fitch does not represent or warrant that the report or any of its
contents will meet any of the requirements of a recipient of the report. A Fitch rating is
an opinion as to the creditworthiness of a security. This opinion and reports made by
Fitch are based on established criteria and methodologies that Fitch is continuously
evaluating and updating. Therefore, ratings and reports are the collective work product
of Fitch and no individual, or group of individuals, is solely responsible for a rating or a
report. The rating does not address the risk of loss due to risks other than credit risk,
unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of
any security. All Fitch reports have shared authorship. Individuals identified in a Fitch
report were involved in, but are not solely responsible for, the opinions stated therein.
The individuals are named for contact purposes only. A report providing a Fitch rating is
neither a prospectus nor a substitute for the information assembled, verified and
presented to investors by the issuer and its agents in connection with the sale of the
securities. Ratings may be changed or withdrawn at any time for any reason in the sole
discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not
a recommendation to buy, sell, or hold any security. Ratings do not comment on the
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adequacy of market price, the suitability of any security for a particular investor, or the
tax-exempt nature or taxability of payments made in respect to any security. Fitch
receives fees from issuers, insurers, guarantors, other obligors, and underwriters for
rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the
applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a
number of issues issued by a particular issuer, or insured or guaranteed by a particular
insurer or guarantor, for a single annual fee. Such fees are expected to vary from
US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch
to use its name as an expert in connection with any registration statement filed under
the United States securities laws, the Financial Services and Markets Act of 2000 of the
United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative
efficiency of electronic publishing and distribution, Fitch research may be available to
electronic subscribers up to three days earlier than to print subscribers.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a
Nationally Recognized Statistical Rating Organization (the ‘NRSRO’). While certain of the
NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are
authorized to issue credit vratings on behalf of the NRSRO (see
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not
listed on Form NRSRO (the \'non-NRSROs\’) and therefore credit ratings issued by those
subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel
may participate in determining credit ratings issued by or on behalf of the NRSRO.

Only for Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd
holds an Australian financial services license (AFS license no. 337123) which authorizes
it to provide credit ratings to wholesale clients only. Credit ratings information published
by Fitch is not intended to be used by persons who are retail clients within the meaning
of the Corporations Act 2001.

Copyright © 2022 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33
Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax:
(212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except
by permission. All rights reserved.

SOLICITATION STATUS

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.

ENDORSEMENT POLICY

Fitch’s international credit ratings produced outside the EU or the UK, as the case may
be, are endorsed for use by regulated entities within the EU or the UK, respectively, for
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regulatory purposes, pursuant to the terms of the EU CRA Regulation or the UK Credit
Rating Agencies (Amendment etc.) (EU Exit) Regulations 2019, as the case may be.
Fitch’s approach to endorsement in the EU and the UK can be found on Fitch’s
Regulatory Affairs page on Fitch’s website. The endorsement status of international
credit ratings is provided within the entity summary page for each rated entity and in
the transaction detail pages for structured finance transactions on the Fitch website.
These disclosures are updated on a daily basis.
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