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Fitch Affirms CAP S.A. at 'BBB-'; Outlook Stable

Fitch Ratings-Chicago-24 March 2017: Fitch Ratings has affirmed CAP S.A.'s (CAP) Long-Term Foreign and Local Currency
Issuer Default Ratings (IDRs) at 'BBB-' and National Long-Term rating at 'A+(cl)". Fitch has also affirmed CAP's National Equity
Rating at First Class Level '2(cl)'. The Rating Outlook is Stable. A full list of rating actions follows the end of this release.

The company's 'BBB-' rating reflects its strong financial condition that shows an improvement in 2016 based on the iron ore price
increase. The company has demonstrated resilience in a period of relevant price deterioration. CAP was able to face difficult
market conditions with strong liquidity and robust free cash flow (FCF) generation on the basis of a strong cost cutting program,
financial discipline and flexibility to adjust production to market changes.

As of year-end (YE) 2016, CAP improved its financial performance reaching a debt to EBITDA of 3.0x and a net leverage indicator
at 1.4x a relevant improvement compared with those ratios at 5.2x and 3.0x respectively at YE 2015. .

Fitch revised its iron ore price assumptions to USD55/tonne in 2017 and to USD45/t thereafter driven by iron ore market expected
oversupply. Despite projected tighter market conditions, Fitch forecasts that CAP would reach a net debt/EBITDA ratio around 1.1x
in 2017 and 1.4x in 2018 and close to those figures going forward, on the basis of robust liquidity, gained efficiencies, streamlining
of its business operations and low cash needs..

KEY RATING DRIVERS
Operating Results Improvement:

In 2016, CAP's EBITDA improved by 55% to USD443 million compared with YE 2015 driven by improved mining operations
performance that accounts for 78% of the consolidated figures and despite lower results of the steel unit that represents only a 3%
of the consolidated EBITDA. CAP's average effective iron ore prices increased by 15% to USD56/tonne and sales volume grew
17% to 16,757 thousand metric tonnes, while operating costs showed a small increase despite a product mix change towards
more pellet production.

CAP's mining unit accounted for 78% of its consolidated EBITDA during 2016; while its steel business accounted for 3%; steel
processing, Cintac, for 7%; and the company's fledgling infrastructure division comprising 12%.

FCF Generation:

In 2016, the company generated a FCF of USD282 million, from which USD141 million was used to pay debt and the remaining
was basically invested in short-term instruments. The company has the flexibility to keep capex low when facing depressed market
conditions. The latter contributes to a positive FCF going forward and cash to be maintained above USD600 million. If the iron ore
price deteriorates to an extremely low level for a prolonged period, CAP has the alternative to reduce net debt through asset sales.

Financial Debt Trending Down:

As of YE 2016, the company's debt amount to USD1.3 billion (excluding USD15 million of hedging liabilities) a reduction from
USD1.4 billion due to the lower use of short-term revolving lines consistent with higher cash flow generation. The debt is 58% from
banks, 34% bonds fully linked to USD and 77% in the long term. It is expected a debt reduction going forward despite price
pressure in 2018 in line with strong cash availability and low cash requirements.

Further Reduction in Cash Cost is Limited:

CAP was able to maintain its cash cost in around USD33.6/tonne on a FOB basis in 2016, a slight increase compared with
USD33.2/tonne in 2015 and after a sharp reduction from USD49/tonne in 2014. Further cost reductions are difficult to achieve as
major cost reductions and restructuring have already been made. Exchange rate is expected to remain at similar level than 2016

contributing to a low cost structure.

Long Life Reserves and Resources, Vertically-Integrated Assets:
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CAP has 2.3 billion tonnes of iron ore reserves and 7.5 billion tonnes of resources in 2016. This equates to over 60 years of mine
life at an expected production rate of 16 million tonnes per year. The company owns and operates four mines distributed across
two regions in northern Chile. These operations are complemented by three ports at equal distances across the two regions, a
pellet plant with current capacity of 5.2 million tonnes per year, a magnetite plant, a desalination plant, a power transmission line,
and an 80 km iron ore slurry pipeline that results in low logistical costs for the company. CAP's vertical integration is further
complemented by a long steel mill with one operating blast furnace, and a specialty steel company with operations in Chile, Peru
and Argentina. The company has developed the infrastructure business which has proven a source of stable cash flow at around
USDS50 million.

Equity Rating:

The company's equity rating in level 2 is based on its highly liquid equity indicators. CAP has a long trading history with over 30
years in the Santiago stock exchange market, standing out as a valuable company in the local market. As of March 2017, the
company's market capitalization was USD1.841 billion (USD442 million in March 2016). The company's shares show a market
presence of 100% with last year's daily average volume estimated at USD8.107 billion as of March 2016 (USD1.342 billion).

KEY ASSUMPTIONS

Fitch's key assumptions within the rating case for CAP S.A. include:

--Fitch mid cycle price assumptions at USD55/t iron ore in 2017, USD45/t being the long-term price;
--Iron ore cash cost of around USD35/for 2017, USD37 for 2018 and 2019;

--Iron ore volumes around 16 million tonnes for the projected period

--Similar product mix than the one of 2016 increasing slightly sinter feed when prices hit USD45/ton;
--Cleanairtech and Tecnocap EBITDA of around $50 million per year, on average;

--Capex of around USD120 million in 2017 coming down to around USD60 million in 2018 and 2019.

RATING SENSITIVITIES

CAP is exposed to inherent risks within the mining and steel industries. A negative rating action -- in either the form of a
downgrade, Negative Outlook, or both -- could result from deterioration in the company's capital structure that is not addressed in
the short term. A sustained period of depressed iron ore prices and/or a significant loss of sales volumes due to a more
accelerated slowdown in Chinese iron ore consumption that prevents the company's net debt to EBITDA ratio from declining to
2.5x and below on a sustained basis could also result in a negative rating action, as could a significant and prolonged deterioration
in CAP's liquidity position and persistent negative FCF.

Positive rating action on CAP is not anticipated in the medium term.
LIQUIDITY
Robust Liquidity:

CAP's credit profile is further supported by its robust liquidity position. As of December 2016, the company held cash and
marketable securities of USD733 million compared to total debt of USD1.34 billion. Cash to short-term debt coverage is good at
2.3x compared with 1.6x in 2015 and 0.8x in 2014. Fitch excludes $52 million held in its subsidiary Cleanairtech, as part of its
project finance structure. The company's debt payment schedule is comfortable, with amortizations of USD297 miillion in 2017,
USD283 million in 2018 and USD265 million in 2019.

FULL LIST OF RATING ACTIONS
Fitch has affirmed the following ratings:

CAP SA.

--Long-Term Foreign Currency IDR at 'BBB-';

--Long-Term Local Currency IDR at 'BBB-';

--Yankee bonds due 2036 'BBB-';

--National-scale rating at 'A+(cl)’;

--National equity rating at Primera Clase Nivel 2(cl);

--Local debt issuance program No. 434 (serie F ) at 'A+(cl)’;
--Local debt issuance program No. 435 at 'A+(cl)’;

--Local debt issuance program No. 591 (serie G ) at 'A+(cl);
--Local debt issuance program No. 592 (serie H ) at 'A+(cl)'.
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The Rating Outlook is Stable.
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Media Relations: Elizabeth Fogerty, New York, Tel: +1 (212) 908 0526, Email: elizabeth.fogerty@fitchratings.com.
Date of Relevant Rating Committee: March 23, 2017
Additional information is available on www.fitchratings.com

Applicable Criteria
Criteria for Rating Non-Financial Corporates (pub. 10 Mar 2017) (https://www.fitchratings.com/site/re/895493)

Additional Disclosures

Dodd-Frank Rating Information Disclosure Form (https://www.fitchratings.com/creditdesk/press_releases/content/ridf_frame.cfm?
pr_id=1021066&cft=0)

Solicitation Status (https://www.fitchratings.com/gws/en/disclosure/solicitation?pr_id=1021066)

Endorsement Policy (https://www.fitchratings.com/regulatory)

ALL 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
(https://www.fitchratings.com/understandingcreditratings). IN ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF
SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT WWW.FITCHRATINGS.COM. 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. FITCH
MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES.
DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY
CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

Copyright © 2016 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. In issuing and maintaining its ratings and in making other reports (including forecast information),
Fitch relies on factual information it receives from issuers and 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
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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 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.

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

Solicitation Status

Fitch Ratings was paid to determine each credit rating announced in this Rating Action Commentary (RAC) by the obligatory being
rated or the issuer, underwriter, depositor, or sponsor of the security or money market instrument being rated, except for the
following:

Endorsement Policy - Fitch's approach to ratings endorsement so that ratings produced outside the EU may be used by
regulated entities within the EU for regulatory purposes, pursuant to the terms of the EU Regulation with respect to credit rating
agencies, can be found on the EU Regulatory Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement status
of all International ratings is provided within the entity summary page for each rated entity and in the transaction detail pages for all
structured finance transactions on the Fitch website. These disclosures are updated on a daily basis.
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