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Overview

- Compeer Financial ACA has extended its record of maintaining excellent asset quality, a
conservative risk profile, and very strong capital and earnings.

- Compeer continues to diversify its loan portfolio geographically as one of the largest
Agricultural Credit Associations in the Farm Credit System.

- We revised our outlook on Compeer to positive from stable and affirmed our 'BBB+' issuer
credit ratings on Compeer and its core subsidiaries (Compeer Financial FLCA and Compeer
Financial PCA).

- The positive outlook reflects the possibility we could raise the ratings if the association
maintains a conservative risk appetite, very strong capital, good asset quality metrics, and does
not experience outsize asset growth.

Rating Action

On April 14, 2022, S&P Global Ratings revised the outlook on Compeer Financial ACA and its core
subsidiaries (Compeer Financial FLCA and Compeer Financial PCA) to positive from stable. We
also affirmed the 'BBB+' issuer credit ratings on Compeer and its core subsidiaries.

Rationale

We revised our outlook on Compeer as it has maintained very strong capital even with robust
growth, excellent asset quality, and a conservative risk profile. Despite loan growth of 23%
from year-end 2019 to year-end 2021, Compeer has maintained very strong capital levels,
including a risk-adjusted capital (RAC) ratio of 15.5% as of Dec. 31, 2021. While strong loan growth
weighed on its capital ratios over the past two years, Compeer issued preferred stock and
subordinated debt in 2021, keeping regulatory capital levels well above regulatory minimums and
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higher than similarly-rated peers.

The association's conservative underwriting policies have kept net charge-offs to average
customer loans under 10 basis points (bps) for the last 10 years. While the U.S. agricultural sector
is highly cyclical, Compeer's diversified portfolio has historically resulted in less volatility than
many U.S. commercial banks.

As an Agricultural Credit Association (ACA), Compeer historically has been concentrated in
agricultural lending within its territory, but has been diversifying its loan portfolio by
geography and type through its Agri-Access and capital markets business lines. As a Farm
Credit association, Compeer has a designated lending territory throughout 144 counties in
portions of Illinois, Minnesota, and Wisconsin. However, as of Dec. 31, 2021, only about 59% of the
loan portfolio is within Compeer's core territory market and the remainder is geographically
dispersed nationwide. Compeer utilizes its Agri-Access and capital markets businesses to provide
additional geographic and agricultural product diversity to its loan portfolios.

The Agri-Access program provides correspondent lending programs to other financial institutions
nationwide and allows Compeer to purchase participations in agricultural real estate loans and
service loan portfolios of other institutional investors. Compeer's capital markets business
partners with Farm Credit entities, banks, and other lenders to purchase loan participations and
partner in syndicated loan transactions--providing better access to the agribusiness
sector--resulting in additional portfolio diversity.

Credit quality metrics continue to improve from already good levels as nonperforming assets
(NPAs) and adversely classified loans continue to decline. Adjusted NPAs to customer loans
plus other real estate owned has declined to 57 bps as of year-end 2021 from 67 bps at year-end
2020. Cash grains remain the largest loan product segment for Compeer at 33% of the loan
portfolio. Grain production last year varied throughout the district as growing conditions were
influenced by regional weather. Overall, grain yields were near average, but strong grain demand
and low inventory nationwide benefitted producers with favorable prices. This helped support the
credit quality of the loan portfolio. Adversely, classified loans declined to 1.9% of total loans at
year-end 2021, and represent only 12.4% of Tier 1 Capital, plus the allowance for loan losses,
down from 18.9% the prior year.

Compeer's robust earnings and modest payout ratio allow for capital accretion. Compeer
reported net income of $498 million in 2021, with a corresponding return on average assets of
2.0%. As a cooperative financial institution, Compeer pays patronage distributions to its
customer-members. In 2021, total distributions (including cash patronage, redemption of
allocated surplus, preferred stock dividends, and other distributions) were $213 million or about
43% of net income. In general, Compeer has historically maintained a modest total payout ratio
between 40%-50%, which supports capital levels during robust loan growth periods.

Outlook

The positive outlook on Compeer Financial ACA reflects our expectation that we could raise the
rating in the next two years if the association continues its good financial performance while
maintaining its conservative risk profile. In particular, we expect Compeer to maintain a very
strong RAC ratio above 15%, stable asset quality metrics with low credit losses, and steady asset
growth.

We could revise our outlook on Compeer to stable if we expect the association to pursue more
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aggressive financial strategies--like aggressive loan growth that could materially pressure capital
levels--particularly if the RAC ratio falls below 15% on a sustained basis. Additionally, we could
revise the outlook to stable if the association loosens underwriting standards that leads to weaker
credit performance.
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Ratings List

Ratings Affirmed

Compeer Financial, ACA

Preferred Stock BB+

Compeer Financial PCA

Subordinated BBB

Compeer Financial, FLCA

Subordinated BBB
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Ratings Affirmed; CreditWatch/Outlook Action

To From

Compeer Financial, ACA

Compeer Financial, FLCA

Compeer Financial PCA

Issuer Credit Rating BBB+/Positive/-- BBB+/Stable/--

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column.
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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors.
S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be
distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings
fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for
certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as
well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are
expressed and not statements of fact. S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not
recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any
security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While
S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due
diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.
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part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or
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Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results
obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is”
basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.
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