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Popular, Inc.

Flash Note: BPOP Posts 3Q19 Earnings Beat Facilitated by Lower-Than-
Expected Loss Provision; Management Unveils Preliminary Estimate of
CECL Impact: 5% Hit to Tangible Book Value

WHATYOU SHOULD KNOW: Popular, Inc. (BPOP) this morning released a 3Q19
reportfeaturingasolid earnings beat driven by a lower-than-expected provisionfor
loanlossesanda 3.8%sequential increasein the company’s tangible bookvalue per
share(TBV) to $53.41.

The reportalsoincluded management’s preliminary estimate of theimpacton
BPOP from the adoption of the Current Expected Credit Loss (CECL) accounting
standardsetto beimplemented at the beginning of 2020. Based on the
company’s loanbalances and macroeconomicassumptions as of June 30,2019,
management estimated thatits allowance for loan losses wouldincrease by
$360mmto $400mm, or 85% to 95%, driven by its Puerto Rico mortgage, auto
and creditcardloans portfolio. Assuming BPOP’s adoption of the new standard
atSeptember 30,2019, CECLwould resultin a reduction of its TBV per share of
approximately$3, or 5%. Given ourview that uncertainty regarding theimpact
of CECL has been an overhang on BPOP shares, we believe the unveiling of the
estimate from management may ultimatelybuoythestock evenifitappeared to
be a bithigherthantheaverage estimatein terms of day-oneimpact.

BPOP reported 3Q19 earnings per share from continuingoperations of $1.70,
outpacingthe consensus estimate of $1.60 and our estimate of $1.58. The beat
was driven inpartby a provision forloanlosses of $36.5mm that was well below
the consensus estimate of $45.7mm andour estimate of $40.2mm. That
outperformance hel ped to offset expenses of $376.5mm that were above
management’s guidance of $364mm driven by higher personnel costs,
professional fees andlegal contingencyreserves.

Creditqualitymetrics remained benignduring 3Q19as BPOP’s non-performing
loans held-in-portfolioto loans ratio remained flat with the prior quarter at
2.1%. Net charge-offsincreased to 1.01% of average | oans held-in-portfolio
versus 0.71%in 2Q19, with theincrease driven in part by previously reserved
restructured commercial real estateloans andin partby revisionsin the
company’s auto loans charge-off policy.

Net interest margin (NIM) was 4.00%in3Q19, downfrom4.11% in the prior
quarter.

BPOP’s CommonEquity Tier1 (CET1) ratio remained highat17.5% as of
September 30, up from 16.8% inthe prior quarter. CFO Carlos Vazquez told us
thatthe companyisfocused on reducingits CET1 ratioto a level closertoits U.S.
regional bank peers’ ratiosinthe 11-12% context, whichhe saidwouldhelpto
closethevaluation gap between its stock and those of its peers.

BPOP will hosta conference call this morningat11amET (866.235.1201). Our
estimates are under review pending the call.
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Appendix: Analyst Certification and Other Important Disclosures
Analyst Certification

I, Mark Palmer, hereby certify that the views about the companies and securities discussed in this report are accurately
expressedand that | have not received and will not receive direct or indirect compensation in exchange for expressing specific
recommendations or views inthisreport.

Regulatory Disclosures

Ratings Definitions

BTIG LLC’s (“BTIG”) ratings, effective June 12,2017, are defined as follows:

BUY — A security whichis expected to produce a positive total return of 15% or greater over the 12 months following the
recommendation. The BUY ratingmay be maintained as long asitis deemed appropriate, notwithstanding price fluctuations
thatwould causethetargetto fall outside of the 15% return.

SELL — A security which is expected to produce a negative total return of 15% or greater over the next 12 months following
the recommendation. The SELL rating may be maintained as long as it is deemed appropriate, notwithstanding price
fluctuations that would cause the targetto fall outside of the 15% return.

NEUTRAL —A security which is not expected to appreciate or depreciate meaningfully over the next 12 months.
NOTRATED - A securitywhichis not rated or covered by BTIG.

UNDER REVIEW - Effective immediately, coverage of the following securities is Under Review. Ratings, price targets,
disclosures, and estimates for the companies listed below are suspended andshould no longerberelied upon.
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Distribution of Ratings and Investment Banking Clients

BTIG mustdisclosein each researchreportthe percentage of all securities rated by the member to whichthe member
would assigna “buy”, “neutral” or “sell” rating. The said ratings are updated on a quarterly basis. BTIG must alsodisclose
the percentage of subject companies within each of these three categories for whom the member has providedinvestment
banking services withinthe previous twelve months. Stocks under coverage as of the end of the most recent calendar

quarter (September30,2019):299

Distribution of BTIG’s Research Recommendations (as of September 30,2019):
BUY: 65.6%; NEUTRAL: 33.1%; SELL:1.3%

Distribution of BTIG’s Investment Banking Services (as of September 30,2019):
BUY: 28.6%; NEUTRAL: 12.1%;SELL:0.0%

For purposes of FINRA ratings distribution rules, BTIG's stock ratings of Buy, Neutral and Sell fallinto Buy, Holdand Sell
categories, respectively.

Company Valuation and Risk Disclosures

Popular, Inc. (BPOP, Buy, $66.00 PT)

Valuation: Our price target of $66 for BPOP is based on 1.1x our FY20E tangible book value (TBV) per share of $58.02 plus
$3.67 representing our estimate of the realizable value of its non-core investments.

Risks: Primary risks to our recommendation include weakness in the economy within the company’s geographic footprint that
could negatively impact its operating results; deterioration in collateral values of properties securing the company’s
construction, commercial and mortgage loans that couldresultin credit |osses; the potential negative affect on the value of
company’s loans to the Puerto Rico government and its portfolio of Puerto Rico government securities and increased
regulatory scrutiny.
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Note: Closing Price and Target Price have been adiusied for corporate actions.

Date Closing Price (%) Target Price (5) Analyst Rating
17-Mar-14 2818 42 Mark Palmer Buy
23-Apr-14 3168 41 Mark Falmer Buy
0&-Jul-15 2905 39 Mark Palmer Buy
24-1ul-15 31.02 41 Mark Palmer Buy
22-Mov-15 41.12 MA Mark Palmer MNeutral
31-0ct-17 36.68 45 Mark Palmer Buy
24-Apr-18 4608 5 Mark Palmer Buy
23-1ul-12 50.05 5 Mark Palmer Buy
22-Apr-15 5557 &6 Mark Palmer Buy

Company-Specific Regulatory Disclosures

BTIG LLC expects to receive or intends to seek compensation forinvestment banking services in the next 3 months from:
Popular, Inc. (BPOP)

Other Disclosures
Additional Information Available UponRequest

General Disclosures

Researchreports produced by BTIG LLC (“BTIG”) are publishedfor and intendedto be distributed solelyto BTIG institutional
and corporate clients. Recipients of BTIG reports will not be considered clients of BTIG solely because they may have
received such BTIGreport.

To the extent recipient accesses BTIG research, whether on a BTIG researchwebsite or througha third -party platform, BTIG
is ableto search, filter, download and review informationon the readership of BTIG’s research, including the s pecific
research consumedandthe name, companyname, email address and, incertain circumstances, the location of the
individualwho accessedtheresearch (the “Readership Information”). Recipient consents to BTIG's receipt of the Readership
Information, including receipt of thatinformationfroma third party.
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The research analyst(s) responsible for the preparation of this report receives compensationbased upona variety of factors,
including the qualityandaccuracy of research, internal/client feedback, and overall Firm revenues.

BTIG reports are basedon publicinformationand BTIG considers the sameto be reliable, comprehensive information, but
makes no representationor warranty thatthe reports are accurate or complete. BTIG opinions andinformation provided in
this reportareas of the date of thereportand may change without notice. An issuer may be classified as “Under Review” or
“Research Restricted”. In these cases, investors should consider any previous investment recommendation and/or rating to
a subject company/issuer to no longer be currentandshould not be relied uponnorconsidereda solicitation.

This researchreportis notanoffer to buy or sell orsolicitation of an offer to buy or sell any security inany jurisdiction
wheresuch an offer or solicitation wouldbeillegal. This researchreport was not drafted specifically foranyparticular
individualor entity and is nota personal recommendation to participatein any particular trading strategy or transaction.
Any recipient of this research report should obtainindependent advice specific to their personal circumstances before
undertakinganyinvestment activity and must make their own independent evaluation of any securities or financial
instruments.

Facts, views oropinions presented in this report have not been reviewed by, and maynotreflectinformationknown to,
employees or other professionalsin the “BTIG Group” (BTIG Groupincludes, butis notlimited to, BTIG and its parents,
subsidiaries and/or affiliates). BTIG Group employees, including Sales Representatives and Traders, may provide oralor
written commentary or advice that maybeinconsistent with the opinions and/or views expressedin this research report.
BTIG Group employees and/orits affiliates notinvolved in the preparation of this research report may have investmentsin
securities or derivatives of securities of companies mentionedin this report thatare inconsistent with the views discussed in
this report.

Investorsin securities products bear certain risks in conjunction with those investments. The value of, and income from, any
investments may vary because of changesininterestrates or foreign exchange rates, securities prices or marketindexes,
operational or financial conditions of companies or other factors withinor beyondthe companies’ control. Recipient of the
research reports should be aware thatinvestments in securities may pose significant risks due to theinherent uncertainty
associated with relying on forecasts of various factors that canaffect the earnings, cash flow andoverall valuation of a
company. Any investmentin securities should be undertaken only upon consideration of issues relating to the recipient’s
overallinvestment portfolio and objectives (suchas diversification by asset class, industry or company) as well as time
horizonandliquidity needs. Further, past performance should not be taken as anindication or guarantee of future
performance, and no representation or warranty, express or implied, is made regarding future performance. There may be
timelimitations on the exercise of options or other rights in any securities transactions.

Investinginforeign markets andsecurities, including ADRs, i s subject to additional risks suchas currency fluctuation, limited
information, politicalinstability, economicrisk, and the potentialfor illiquid markets. Investing inemerging markets may
accentuatetheserisks. Non-U.S. reportingissuers of foreign s ecurities, however, may not make regular or complete public
disclosurerelating to their financial condition or the securities that they issue.

The trademarks and service marks contained hereinarethe property of their respective owners. Third-party data providers
make no warranties or representations of any kindrelating to the accuracy, completeness, or timeliness of the data they
provideand shall not have liability of any damages of any kind relating to such data. Thereport or any portion hereof may
not be reprinted, sold orredistributed without the written consent of BTIG. This reportisintended only for use by the
recipient. Therecipientacknowledges thatall research andanalysisinthisreportarethe property of BTIGandagrees to
limitthe use of all publications received from BTIG within his, or her or its, own company or organization. No rightsare
given for passing on, transmitting, re transmitting or reselling the information provided.

Jurisdiction and Dissemination
BTIGis a U.S. broker-dealer and member of FINRAand SIPC.
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BTIG Australia Limited ACN 128 554 601, member of ASIC and ASX; BTIG Hong Kong Limited, an Exchange Participant of
SEHK and licensedandregulated by the SFC; BTIG Ltd, member of the LSE, authorized and regulated by the FSA; and BTIG
Singapore Pte Ltd, registered and licensed with MAS; are allseparate but affiliated entities of BTIG. Unless governing law
permits otherwise, youmustcontacta BTIGentity inyourhomejurisdiction forfurtherinformation, orif you wantto use
our servicesin effecting atransaction.

Issued andapproved fordistribution inthe UK and EEA by BTIG Ltd. to eligible counterparties and professional clients only.
Issued anddistributed in Australia to “wholesale clients” onlyby BTIG Australia Limited. InSingapore and HongKong,
further informationmay be obtained from BTIG Singapore Pte Ltd and BTIG Hong Kong Limited, respectively.
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