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changes outlook to stable from positive
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New York, September 24, 2025 -- Moody's Ratings (Moody's) has today upgraded the Government of Costa
Rica's long-term local and foreign currency issuer and foreign currency senior unsecured debt ratings to Ba2
from Ba3. The outlook has been changed to stable from positive.

The upgrade reflects our view that prospects for the sovereign's fiscal and debt metrics have improved
meaningfully, underpinned by continued progress on establishing a track record of fiscal discipline alongside
robust economic growth. The government's adherence to expenditure ceilings and proactive policy management
have accelerated the decline in the debt burden, even as the country approaches the February 2026 general
election. Moreover, debt affordability will steadily improve as government interest payments have begun to
decline even in nominal terms, buffering the sovereign's fiscal strength.

The stable outlook reflects a balance of upside and downside risks to Costa Rica's Ba2 rating. The sovereign is
making progress to improve institutions and governance strength backed by stronger debt and liquidity
management, and continued compliance with fiscal rules embedded in the medium-term fiscal framework. We
expect that robust, albeit slower, economic growth will continue to support the decline in the government debt
burden. However, Costa Rica's still-low tax base has seen limited benefits from the economy's robust growth,
and as external growth drivers subside due to the impact of global tariffs on external demand, economic activity
in Costa Rica will be subject to downside risks. Should economic activity decelerate more than we expect, this
could have a negative impact on government revenue growth, posing challenges to the fiscal consolidation
trajectory outlined in the medium-term fiscal framework. In addition, failure by the Legislative Assembly to
approve external market financing, or the continued approval of new tax exemptions, would further complicate
fiscal consolidation efforts and heighten financing risks.

Costa Rica's local and foreign currency country ceilings have been raised to Baal from Baa2 and to Baa3 from
Bal, respectively. The four-notch gap between the local currency ceiling and the sovereign rating reflects limited
government intervention in the economy, high predictability and reliability of institutions, overall low political risk
and relatively contained external imbalances. The Baa3 foreign-currency ceiling, two notches below the local
currency ceiling, reflects the economy's moderate level of external indebtedness, open capital account and a low
level of policy effectiveness.

RATINGS RATIONALE
RATIONALE FOR THE UPGRADE TO Ba2

STRONG COMPLIANCE WITH EXPENDITURE CEILINGS WILL HELP ACCELERATE THE DECLINE IN
GOVERNMENT DEBT

Costa Rica's fiscal consolidation is anchored by a structural shift to sustained primary surpluses and robust real
GDP growth, resulting in an eight percentage point decline in public debt from its 67.6% of GDP peak in 2021 to
59.8% in 2024. The authorities have raised the primary balance by over three percentage points of GDP,
compared to pre-pandemic levels, through significant spending cuts and increased revenues from the 2018 tax
reform.

Despite one-off effects that widened the fiscal deficit in 2024, debt fell below 60% of GDP owing to robust
economic growth. The primary surplus narrowed in 2024 to 2.3% of GDP from 2.8% in 2023 at the general
government level. Measures such as the public employment law that restricts wage increases and ongoing tax



administration efforts are in place to support a widening of primary surpluses, and 2025 fiscal results reflect
substantial expenditure restraint. We forecast the general government primary surplus will widen to 2.6% of
GDP in 2025 from 2.3% in 2024, implying a lower overall fiscal deficit of 2.2% of GDP in 2025 from 2.8% in
2024.

Medium term fiscal consolidation is mostly reliant on spending decreases that are likely to come from a slow
reduction in the wage bill based on measures adopted in recent years and continued compliance with
expenditure ceilings under the fiscal rule. As a result, we forecast that general government primary surpluses
are likely to reach 3% of GDP in 2026-27. Public debt will fall below 55% of GDP by 2027, increasing the
sovereign's ability to respond to negative shocks.

DEBT AFFORDABILITY WILL STEADILY IMPROVE, BUFFERING THE SOVEREIGN'S FISCAL STRENGTH

Costa Rica's borrowing costs have continued to decline and will support favorable debt and interest cost
dynamics. Debt management reforms, including the unification of debt management functions and centralization
of cash holdings, have helped reduce domestic borrowing costs. The new market makers program has
increased liquidity in the sovereign debt market. There has been a marked downward shift in the sovereign's
domestic yield curve that in 2024 allowed the sovereign to lengthen the average maturity of domestic debt to 7.0
years from 6.3 in 2023 without a significant increase in funding costs.

In 2025, the authorities have focused their liability management efforts on decreasing the overall cost of debt
without shortening average maturities. The substantial decrease in domestic and external yields is supporting
higher debt affordability. Consequently, interest payments on debt have begun declining this year both in
absolute and relative terms. In the first six months of 2025, interest expenditure fell 4.2% in nominal terms
compared to the same period in 2024. We forecast the general government interest-to-revenue ratio will decline
to 17% in 2025 from 18.5% in 2024, and will ease further to 15.9% in 2026, supporting an improvement in Costa
Rica's fiscal strength. Moreover, the approval of the constitutional reform enabling greater access to external
financing would further reduce the sovereign's reliance on the domestic market, broaden the investor base, and
potentially lower the sovereign's cost of funding by facilitating benchmark-sized issuances in international
markets. This structural improvement would reinforce the downward trajectory of interest expenditures and
support debt sustainability over the medium term.

ROBUST GROWTH IS SET TO SLOW BUT WILL REMAIN AMONG THE STRONGEST IN THE REGION,
SUPPORTING BENIGN DEBT DYNAMICS

Real GDP grew 4.3% in 2024, driven by exports, inward FDI, and strong private consumption. Costa Rica
remains one of the fastest-growing economies in Latin America and among 'Ba’-rated sovereigns globally.
Through 2025, growth will have averaged 5.1% since 2021, outpacing regional and global peers even though
Costa Rica has comparatively higher income levels. Entrenched macroeconomic stability, a well-educated and
highly skilled labor force, the country's proximity to the US, and a pro-business regulatory framework that
supports a benign business environment with an absence of political polarization, continue to make Costa Rica
an attractive destination for FDI, and support the sovereign credit profile.

We forecast real GDP growth will converge with potential, slowing to 3.5% in 2025 and remain around that level
in 2026—27. The slowdown reflects the impact of the 15% tariff imposed by the US and softer global demand
that is likely to have a moderating effect on activity in the country's export-oriented sectors. Half of Costa Rica's
exports of goods and services are bound to the US, which is also the source of about two-thirds of Costa Rica's
FDI. Even so, economic growth will remain supportive of a gradual but steady decline in debt ratios that is likely
to accelerate as the fiscal deficit narrows.

RATIONALE FOR STABLE OUTLOOK
The risks around the baseline scenario that supports a Ba2 rating are balanced.

On the upside, robust economic growth and the authorities' continued commitment to expenditure restraint could
lead to a faster decline in the government debt burden, improving fiscal strength more than we currently
envision. Stronger debt and liquidity management and continued compliance with fiscal rules embedded in the
medium-term fiscal framework could support a more rapid decrease in funding costs that enhances debt
affordability. Should political support grow for revenue-increasing tax reforms, fiscal performance could
strengthen more than we forecast.



On the downside, softer economic activity could result in revenue decreases, jeopardizing the fiscal
consolidation plan. Costa Rica's still-low tax base has seen limited benefits from the economy's robust growth
and as external growth drivers subside due to the impact of global tariffs on external demand, economic activity
in Costa Rica will be subject to downside risks. Since the pandemic in 2020, Costa Rica's growth has been led
by stronger economic activity in the free trade zones than in the broader economy. This has led to a two-speed
economy that has not resulted in a material improvement in tax revenues, which at around 13.5% of GDP lag
behind the tax burden in countries with similar income levels. Moreover, should economic activity decelerate
more than we expect, this could have a detrimental impact on government revenue growth, making the fiscal
consolidation push more reliant on expenditure cuts, rather than limiting expenditure growth as is currently
planned.

ESG CONSIDERATIONS

Costa Rica's ESG Credit Impact Score of CIS-3 reflects the country's moderate exposure to environmental and
social risk. Its governance profile remains moderately weak due to its track record of slow policymaking process
that at times limits policy effectiveness and reforms.

The E-3 issuer profile score on environmental risk is related to physical climate risk. Lower crop yields because
of weather events can harm the agricultural export sector and tourism revenues may be affected by wildfires,
floods and increased storm severity.

The S-3 issuer profile score on social risk reflects labor and income, housing, and health and safety risks. Social
considerations historically were not material to Costa Rica's credit profile given a long history of stable
governments and democratic institutions but attempts to reduce fiscal deficits have encountered significant
social resistance in prior years. Popular demands to reduce perceived inequalities and high rates of violence will
continue to constrain domestic policy choices.

The G-3 issuer profile score on governance risk is related to the political inability of several administrations to
address a fiscal crisis that led to substantial debt accumulation. Although budget management was weak, the
authorities are slowly building a track record of credibility as fiscal deficits narrow. Governance risks are
tempered by a very favorable institutional structure that safeguards democratic processes and upholds the
respect for contracts.

GDP per capita (PPP basis, US$): 29,892 (2024) (also known as Per Capita Income)

Real GDP growth (% change): 4.3% (2024) (also known as GDP Growth)

Inflation Rate (CPI, % change Dec/Dec): 0.8% (2024)

Gen. Gov. Financial Balance/GDP: -2.6% (2024) (also known as Fiscal Balance)

Current Account Balance/GDP: -1.3% (2024) (also known as External Balance)

External debt/GDP: 40.7% (2024)

Economic resiliency: baa2

Default history: At least one default event (on bonds and/or loans) has been recorded since 1983.

On 22 September 2025, a rating committee was called to discuss the rating of the Costa Rica, Government of.
The main points raised during the discussion were: The issuer's economic fundamentals, including its economic
strength, have not materially changed. The issuer's institutions and governance strength, have not materially
changed. The issuer's fiscal or financial strength, including its debt profile, has materially increased. The issuer
has become less susceptible to event risks.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

Policy continuity under a new administration that maintains the current fiscal trajectory by preserving primary
surpluses and existing consolidation measures, as well as the current debt management strategy to improve
debt affordability, could lead to an upgrade. Additionally, progress on reforms that enhance external financing
flexibility and complement establishing a track record of low fiscal deficits could exert upward pressure on the



ratings.

Costa Rica's ratings could face downward pressure if liquidity and financing constraints re-emerge, or if a
reversal of fiscal policy leads to wider fiscal deficits that deviate significantly from the medium-term fiscal
framework, resulting in an upward debt trajectory. Given the country's history of political gridlock hindering
reforms and the prompt adoption of corrective fiscal measures, downward pressure on the sovereign's credit
profile could also result from legislative deadlock, lack of timely approval of external financing, or political
inability to support measures that have led to continued improvements in debt metrics.

The principal methodology used in these ratings was Sovereigns published in November 2022 and available at
https://ratings.moodys.com/rmc-documents/395819. Alternatively, please see the Rating Methodologies page on
https://ratings.moodys.com for a copy of this methodology.

The weighting of all rating factors is described in the methodology used in this credit rating action, if applicable.

The net effect of any adjustments applied to rating factor scores or scorecard outputs under the primary
methodology(ies), if any, was not material to the ratings addressed in this announcement.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and

Definitions can be found on https://ratings.moodys.com/rating-definitions.

For any affected securities or rated entities receiving direct credit support/credit substitution from another entity

or entities subject to a credit rating action (the supporting entity), and whose ratings may change as a result of a
credit rating action as to the supporting entity, the associated regulatory disclosures will relate to the supporting

entity. Exceptions to this approach may be applicable in certain jurisdictions.

For ratings issued on a program, series, category/class of debt or security, certain regulatory disclosures
applicable to each rating of a subsequently issued bond or note of the same series, category/class of debt, or
security, or pursuant to a program for which the ratings are derived exclusively from existing ratings, in
accordance with Moody's rating practices, can be found in the most recent Credit Rating Announcement related
to the same class of Credit Rating.

For provisional ratings, the Credit Rating Announcement provides certain regulatory disclosures in relation to the
provisional rating assigned, and in relation to a definitive rating that may be assigned subsequent to the final
issuance of the debt, in each case where the transaction structure and terms have not changed prior to the
assignment of the definitive rating in a manner that would have affected the rating.

Moody's does not always publish a separate Credit Rating Announcement for each Credit Rating assigned in the
Anticipated Ratings Process or Subsequent Ratings Process.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website https://ratings.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

The Global Scale Credit Rating(s) discussed in this Credit Rating Announcement was(were) issued by one of
Moody's affiliates outside the EU and UK and is(are) endorsed for use in the EU and UK in accordance with the
EU and UK CRA Regulation.

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the Moody's
legal entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each
credit rating.

Jaime Reusche
VP - Senior Credit Officer
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