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Fitch A�rms City of Barcelona at 'A-'; Outlook Stable

  

Fitch Ratings-Barcelona/London-09 March 2018: Fitch Ratings has a�rmed the City of Barcelona's Long-Term Foreign- and Local-Currency Issuer Default 

Ratings (IDRs) at 'A-' with Stable Outlook. Fitch has also a�rmed the Short-Term Foreign-Currency IDR at 'F1'. Barcelona's bond issues/senior unsecured 

ratings have been a�rmed at 'A-'.  

The a�rmation re�ects Barcelona's strong operating performance and liquidity in 2017 and moderate direct debt. The a�rmation also re�ects the city's 

strong economy. The Stable Outlook re�ects that on the Spanish sovereign (A-).  

KEY RATING DRIVERS  

Strong Economy  

Barcelona is the administrative, political and economic centre of the Autonomous Community of Catalonia, hosting 21.4% of the region's population in 

2017 (1,620,809 inhabitants). The city has a diversi�ed and wealthy economy and bene�ts from strong tourist activity, with as many as 79,288 hotel 

rooms available in December 2017, a 15% increase since December 2012. Barcelona's seaport is a leader in Europe with the highest cruise passenger 

tra�c in the Mediterranean (with 2.7 million in 2017) and signi�cant and growing container tra�c.  

Barcelona's economy is strong , as demonstrated by a regional GDP per capita 19.7% above the Spanish average in 2016 and a higher-than-average 

employment rate of 53.9% (49.1% in Spain) in 4Q17. Job creation in the city increased 10% between 4Q11 and 4Q17, after signi�cant job losses of 10% 

over the past �ve years. In 3Q17, local housing prices were 60% above those in Catalonia, having grown 21% since 3Q13.  

Strong Operating Performance  

Barcelona's strong operating performance is driven by large transfers from the central government from the funding system (44% of operating revenue 

in 2017) and high property tax collection.  

The city's 2018 draft budget was automatically approved in March 2018, following a vote of con�dence by the mayor. Fitch expects Barcelona's operating 

margin will remain stable in 2018 at 15%-16% (17.4% in 2017), corresponding to the city's 15% target of current balance-to-current revenue. Fitch expects 

operating revenue will grow 1%-2% in 2018, based on higher tax collection from the tax on increase in land values and tax on construction activities and 

larger current transfers from the funding system. 

For 2018, the government will continue to take advantage of its �nancial leeway to increase operating expenditure by 2.5%-3.0%, mainly on social 

spending and transport. 

In 2017, operating revenue grew by 1% yoy due to larger resources within the funding system from the central government of EUR45 million and larger 

collected land value tax.  Operating expenditure grew by a moderate 0.5% yoy, due to the one-o� payment in 2016 of EUR38 million forced by a court 

judgement on sta� costs.   

Moderate Direct Debt; Strong Liquidity 

Direct debt remained moderate at EUR835.5 million or 32.6% of current revenue in 2017 (EUR835.5 million or 32.9% in 2016). For 2018, Fitch expects 

direct debt will remain moderate at close to 31%-32% of expected current revenue, well below the 60% debt target set by the central government.  

Debt service is soundly covered by the operating balance, as it accounted for only 33% of the latter at end-2017. Although 22% of outstanding direct debt 

at end-2017 will mature over the next three years, re�nancing risk facing is mitigated by the city's strong access to capital market and bank loans and a 

cash position of EUR828 million at end-2017, which indicates a low 5.6% net overall risk relative to current revenue. Its strong cash position also means 

that no renewal of short-term credit lines was necessary in 2017, and we expect it to remain so in 2018. 

Continuing Strong Management  

In November 2017, the agreement signed between Barcelona en Comu and socialist party (PSC) was broken as a consequence of the socialist regional 

party decision to support the central government in suspending Catalonia's self-government. The local assembly lost representation in the city's council 

political composition, resulting in a more fragmented composition. However, the government continues to have a strong commitment to complying with 

the non- budget de�cit, debt target and maintaining a current margin of 15%.  

RATING SENSITIVITIES 

Barcelona's IDRs are constrained by the sovereign IDRs and are sensitive to changes in the sovereign ratings. 

Catalonia's IDRs are on Rating Watch Negative. Fitch will monitor developments in Catalonia on its IDRs as well as any possible impact on Barcelona's 

IDRs.  
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Applicable Criteria  

International Local and Regional Governments Rating Criteria - Outside the United States (pub. 18 Apr 2016) 

Additional Disclosures 

Dodd-Frank Rating Information Disclosure Form 

Solicitation Status 

Endorsement Policy 
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Copyright © 2018 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 veri�cation 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 veri�cation 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 o�ered 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 veri�cations 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 

veri�cation 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 veri�cation 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 o�ering 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 �nancial statements and attorneys with respect to legal and tax 

matters. Further, ratings and forecasts of �nancial and other information are inherently forward-looking and embody assumptions and predictions about 

future events that by their nature cannot be veri�ed as facts. As a result, despite any veri�cation of current facts, ratings and forecasts can be a�ected by 

future events or conditions that were not anticipated at the time a rating or forecast was issued or a�rmed.  

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 speci�cally mentioned. Fitch is not engaged in the 

o�er or sale of any security. All Fitch reports have shared authorship. Individuals identi�ed in a Fitch report were involved in, but are not solely 
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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, veri�ed 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 �led 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 e�ciency 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 �nancial 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 

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 ratings on 

behalf of the NRSRO (see https://www.�tchratings.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.

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 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 �nance transactions on the Fitch website. These disclosures are updated on a daily basis.
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