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Morningstar DBRS Confirms FACEBANK International Corporation at
BB; Stable Trend

BANKING ORGANIZATIONS

DBRS, Inc. (Morningstar DBRS) confirmed the credit ratings of FACEBANK International Corporation (FACEBANK or the Company),
including the Company's Long-Term Issuer Rating of BB. The trend for all credit ratings is Stable. The Intrinsic Assessment (IA) for the

Company is BB and the Support Assessment is SA3.

KEY CREDIT RATING CONSIDERATIONS

The credit ratings confirmation and Stable trend reflect FACEBANK's small niche franchise, strong and consistent earnings and solid
asset quality. Additionally, the credit ratings are underpinned by FACEBANK's liquid balance sheet and conservative loan
underwriting. Constraining the credit ratings are the Company's limited operating history, heightened operational risk surrounding

BSA/AML compliance given its customer base, as well as the Company's limited scale and diversity.

CREDIT RATING DRIVERS
Continued strong execution on strategic initiatives resulting in increased franchise scale, including a more diverse funding mix, would
result in a credit ratings upgrade. Conversely, an increased risk appetite, sustained asset quality deterioration or BSA/AML

compliance issues would result in a downgrade of the credit ratings.

CREDIT RATING RATIONALE

Franchise Combined Building Block (BB) Assessment: Weak/Very Weak

Established in 2006, FACEBANK operates as an International Bank Entity (IBE) under the laws of the Commonwealth of Puerto Rico.
The IBE charter offers a tax-efficient platform for the bank to provide U.S. dollar deposit and payment services to foreign customers.
Through its Florida-based mortgage subsidiary, Florida Home Trust, the Company provides residential mortgage loans to foreign

nationals primarily in South Florida. We note that FACEBANK has no lending or securities exposure to Puerto Rico.

A key component of its franchise is an online connection with the Federal Reserve Bank of New York (FRBNY), which allows it to
efficiently clear deposits for its customers, saving both time and expense. We view this connectivity as a competitive advantage for
FACEBANK, which is contingent on the Company maintaining strong BSA/AML and corporate governance practices and ongoing
reviews from the FRBNY.

Over its limited operating history, FACEBANK has built a profitable banking franchise, helping its international customers transact
business in the U.S. Instead of branches, the Company facilitates its deposit gathering both digitally and through an arrangement
with Customer Service Representatives (CSR). These CSRs, professionals located primarily in South America, partner with the
Company by referring customers with a need for a U.S. dollar account to FACEBANK, sharing in the profits from this customer

relationship.

Earnings Combined Building Block (BB) Assessment: Good/Moderate
FACEBANK has shown solid profitability metrics driven by an above average net interest margin (NIM), supported by low funding



costs and an above average yield on its residential mortgage loan portfolio, its primary loan category. Additionally, the NIM has been
increasing in recent periods, reflecting higher interest rates. Profitability is also aided by wire transfer fees, as well as the IBE charter,

which allows the Company to operate essentially tax exempt.

Risk Combined Building Block (BB) Assessment: Moderate/Weak

FACEBANK's loan portfolio has performed well during the Company's operating history with low levels of non-accrual loans and no
charge-offs over its operating history. However, the mortgage portfolio has grown during a period of strong Florida real estate prices
and has not been tested in a downturn. The Company takes on some additional credit risk through its investment portfolio, which
includes a portion held in corporate bonds, although this portfolio is predominately investment grade and adequately diversified by
issuer and industry. Morningstar DBRS notes that the Company has emphasized reinvesting proceeds in more liquid and higher

credit quality investment securities.

FACEBANK's primary loan product is residential mortgages in Florida to foreign nationals. While this poses additional risks, the
Company mitigates these risks with full underwriting and conservative loan-to-value (LTV) ratios, including a maximum LTV of 70%,
dependent on the type of property and borrower. Over its operating history, the bank has not repossessed a single property or

recorded any charge-offs in the mortgage portfolio.

Funding and Liquidity Combined Building Block (BB) Assessment: Moderate/Weak

In addition to its core deposit product, the Company also gathers deposits from its lending business, requiring a deposit account for
its loan customers, as well as the maintenance of escrow deposits. These sources result in a relatively stable and granular low-cost
deposit base. The Company has also established alternative sources of funding, in addition to its on balance sheet liquidity sources.
Of note, the Company maintains over one-third of its balance sheet in liquid assets and investment securities, including a large

percentage in low credit risk U.S. government securities.

Capitalization Combined Building Block (BB) Assessment: Moderate

Morningstar DBRS views FACEBANK's capitalization as solid, given its capital generation, well-secured loan portfolio and risk
management practices. In recent periods, capital levels have been increasing reflecting a reduction in risk-weighted assets as well
as earnings retention. As of June 30, 2024, the Company-calculated CET1 ratio was a very healthy 20.57%. As a privately-held
institution, FACEBANK's sources of additional capital are limited, although management has indicated that the Company's ownership
does have the wherewithal to inject additional capital, if needed. Over the last ten years, internal capital generation has been more

than sufficient to fund balance sheet growth.

Further details on the Scorecard Indicators and Building Block Assessments can be found at https://www.dbrsmorningstar.com/
research/441062.

ENVIRONMENTAL, SOCIAL, AND GOVERNANCE CONSIDERATIONS

ESG Considerations had a significant effect on the credit analysis.

Governance (G) Factors

The following Governance factor(s) had a significant effect on the credit analysis: The Governance factor is viewed as a Significant
factor affecting the credit ratings assigned to FACEBANK. The Company's unique franchise exposes it to significant BSA/AML risks.
While FACEBANK has managed these risks well to date, any failure may jeopardize its important clearing relationship with the
FRBNY, potentially leading to a significant reputational or financial impact. If these risks were absent, the credit ratings would be

higher.

There were no Environmental/Social factor(s) that had a significant or relevant effect on the credit analysis.


https://www.dbrsmorningstar.com/research/441062
https://www.dbrsmorningstar.com/research/441062

A description of how Morningstar DBRS considers ESG factors within the Morningstar DBRS analytical framework can be found in
the Morningstar DBRS Criteria: Approach to Environmental, Social, and Governance Factors in Credit Ratings (13 August 2024)
https://dbrs.morningstar.com/research/437781.

Notes:

All figures are in U.S. dollars unless otherwise noted.

The principal methodology is the Global Methodology for Rating Banks and Banking Organisations (04 June 2024) https://
dbrs.morningstar.com/research/433881. In addition Morningstar DBRS uses the Morningstar DBRS Criteria: Approach to
Environmental, Social, and Governance Factors in Credit Ratings (13 August 2024) https://dbrs.morningstar.com/research/437781
in its consideration of ESG factors.

The credit rating methodologies used in the analysis of this transaction can be found at: https://dbrs.morningstar.com/about/

methodologies.

The primary sources of information used for these credit ratings include Morningstar Inc. and company documents. Morningstar

DBRS considers the information available to it for the purposes of providing these credit ratings was of satisfactory quality.
The credit rating was initiated at the request of the rated entity.
The rated entity or its related entities did participate in the credit rating process for this credit rating action.

Morningstar DBRS had access to the accounts, management and other relevant internal documents of the rated entity or its related

entities in connection with this credit rating action.
This is a solicited credit rating.

The conditions that lead to the assignment of a Negative or Positive trend are generally resolved within a 12-month period.

Morningstar DBRS's outlooks and credit ratings are under regular surveillance.
For more information on this credit or on this industry, visit dbrs.morningstar.com.
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FACEBANK International Corporation

Date Issued Debt Rated Action Rating Trend Attributes
10-Oct-24 Long-Term Issuer Rating Confirmed BB Stb US|

10-Oct-24 Short-Term Issuer Rating Confirmed  R-4 Stb US|


https://dbrs.morningstar.com/research/437781
https://dbrs.morningstar.com/research/433881
https://dbrs.morningstar.com/research/433881
https://dbrs.morningstar.com/research/437781
https://dbrs.morningstar.com/about/methodologies
https://dbrs.morningstar.com/about/methodologies

Date Issued Debt Rated Action Rating Trend Attributes

10-Oct-24 Long-Term Deposits Confirmed BB Stb US|
10-Oct-24 Long-Term Senior Debt Confirmed BB Stb US|
10-Oct-24 Short-Term Instruments Confirmed R-4 Stb (US|

ALL MORNINGSTAR DBRS CREDIT RATINGS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE
DISCLAIMERS AND LIMITATIONS. ADDITIONAL INFORMATION REGARDING DBRS RATINGS, INCLUDING DEFINITIONS, POLICIES
AND METHODOLOGIES, ARE AVAILABLE ON DBRS.MORNINGSTAR.COM.
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The Morningstar DBRS group of companies consists of DBRS, Inc. (Delaware, U.S.)(NRSRO, DRO affiliate); DBRS Limited (Ontario, Canada)(DRO, NRSRO affiliate);
DBRS Ratings GmbH (Frankfurt, Germany)(EU CRA, NRSRO affiliate, DRO affiliate); and DBRS Ratings Limited (England and Wales)(UK CRA, NRSRO affiliate, DRO
affiliate). Morningstar DBRS does not hold an Australian financial services license. Morningstar DBRS credit ratings, and other types of credit opinions and reports,
are not intended for Australian residents or entities. Morningstar DBRS does not authorize their distribution to Australian resident individuals or entities, and accepts
no responsibility or liability whatsoever for the actions of third parties in this respect. For more information on regulatory registrations, recognitions and approvals
of the Morningstar DBRS group of companies, please see: https://dbrs.morningstar.com/research/highlights.pdf.

The Morningstar DBRS group of companies are wholly-owned subsidiaries of Morningstar, Inc. © 2024 Morningstar DBRS. All Rights Reserved.

The information upon which Morningstar DBRS credit ratings and other types of credit opinions and reports are based is obtained by Morningstar DBRS from
sources Morningstar DBRS believes to be reliable. Morningstar DBRS does not audit the information it receives in connection with the analytical process, and it
does not and cannot independently verify that information in every instance. The extent of any factual investigation or independent verification depends on facts and
circumstances. Morningstar DBRS credit ratings, other types of credit opinions, reports and any other information provided by Morningstar DBRS are provided "as
is" and without representation or warranty of any kind and Morningstar DBRS assumes no obligation to update any such ratings, opinions, reports or other
information. Morningstar DBRS hereby disclaims any representation or warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability,
fitness for any particular purpose or non-infringement of any of such information. In no event shall Morningstar DBRS or its directors, officers, employees,
independent contractors, agents, affiliates and representatives (collectively, Morningstar DBRS Representatives) be liable (1) for any inaccuracy, delay, loss of data,
interruption in service, error or omission or for any damages resulting therefrom, or (2) for any direct, indirect, incidental, special, compensatory or consequential
damages arising from any use of credit ratings, other types of credit opinions and reports or arising from any error (negligent or otherwise) or other circumstance
or contingency within or outside the control of Morningstar DBRS or any Morningstar DBRS Representative, in connection with or related to obtaining, collecting,
compiling, analyzing, interpreting, communicating, publishing or delivering any such information. IN ANY EVENT, TO THE EXTENT PERMITTED BY LAW, THE
AGGREGATE LIABILITY OF MORNINGSTAR DBRS AND THE MORNINGSTAR DBRS REPRESENTATIVES FOR ANY REASON WHATSOEVER SHALL NOT EXCEED
THE GREATER OF (A) THE TOTAL AMOUNT PAID BY THE USER FOR SERVICES PROVIDED BY MORNINGSTAR DBRS DURING THE TWELVE (12) MONTHS
IMMEDIATELY PRECEDING THE EVENT GIVING RISE TO LIABILITY, AND (B) U.S. $100. Morningstar DBRS does not act as a fiduciary or an investment advisor.
Morningstar DBRS does not provide investment, financial or other advice.

Credit ratings, other types of credit opinions and other analysis and research issued by Morningstar DBRS (a) are, and must be construed solely as, statements of
opinion and not statements of fact as to credit worthiness, investment, financial or other advice or recommendations to purchase, sell or hold any securities; (b) do
not take into account your personal objectives, financial situations or needs; (c) should be weighed, if at all, solely as one factor in any investment or credit decision;
(d) are not intended for use by retail investors; and (e) address only credit risk and do not address other investment risks, such as liquidity risk or market volatility
risk. Accordingly, credit ratings, other types of credit opinions and other analysis and research issued by Morningstar DBRS are not a substitute for due care and
the study and evaluation of each investment decision, security or credit that one may consider making, purchasing, holding, selling, or providing, as applicable.

A report with respect to a Morningstar DBRS credit rating or other credit opinion 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.

Morningstar DBRS may receive compensation for its credit ratings and other credit opinions from, among others, issuers, insurers, guarantors and/or underwriters
of debt securities.

This publication may not be reproduced, retransmitted or distributed in any form without the prior written consent of Morningstar DBRS. ALL MORNINGSTAR
DBRS CREDIT RATINGS AND OTHER TYPES OF CREDIT OPINIONS ARE SUBJECT TO DEFINITIONS, LIMITATIONS, POLICIES AND METHODOLOGIES THAT
ARE AVAILABLE ON https://dbrs.morningstar.com. Users may, through hypertext or other computer links, gain access to or from websites operated by persons
other than Morningstar DBRS. Such hyperlinks or other computer links are provided for convenience only. Morningstar DBRS does not endorse the content, the
operator or operations of third party websites. Morningstar DBRS is not responsible for the content or operation of such third party websites and Morningstar
DBRS shall have no liability to you or any other person or entity for the use of third party websites.
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