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Overview

- We expect the City of Zurich will likely stay resilient during the recession after performing
strongly in 2019 and accumulating substantial liquidity reserves via conservative planning.

- COVID-19-related effects will burden the city's budget in 2020 and 2021.

- However, we expect performance to be in line with our previous forecast because we have
increased confidence in its strict adherence to its budget, with a slight debt increase and
continued strong liquidity.

- We are assigning our 'A-1+' short-term rating to Zurich, while affirming our 'AA+' long-term
issuer credit rating on the city, with a stable outlook.

Rating Action

On Oct. 23, 2020, S&P Global Ratings assigned its 'A-1+' short-term ratings to the City of Zurich
(Zurich-City) and affirmed its 'AA+' long-term issuer credit rating on the city. The outlook is stable.

Outlook

The stable outlook reflects our expectation that Zurich-City will manage the effects of COVID-19
on tax revenue through strict budget management and contain deficits at moderate levels while
not substantially increasing debt, which should remain above 60% of operating revenue. We also
assume the city will maintain its cash cushion and increased access to external liquidity sources,
particularly during the pandemic.

Downside scenario
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We could lower the ratings if the city substantially deviated from its financial policy, with deficits
after capital accounts heading toward 10% of total revenue and having difficulties implementing
consolidation measures so as to return to pre-pandemic levels. In this scenario, the city would
also resume debt accumulation.

Upside scenario

We could raise the ratings if Zurich-City withstood the effects of COVID-19 on its budgets with only
moderate deficits after capital accounts, further cut its debt burden, and maintained a strong
liquidity position, even if credit quality and access to liquidity lines deteriorate.

Rationale

We expect COVID-19 to affect Zurich-City's budgetary performance through lower tax revenue, but
this will be in part balanced by savings from operating and capital expenditure (capex). The city
should manage COVID-19 well but will feel the effects into 2021, despite an expected economic
rebound next year. This is primarily due to the Swiss taxation system, with advance tax payments
made before final payments the following two years, depending on tax bills. However, we do not
expect the 2021 corporate tax reform, which comes into effect in 2021, to burden the city's budget
beyond our previous forecasts. Budgetary deficits will, in our view, lead to only moderate debt
increases, while internal liquidity and access to external liquidity should remain strong.
Zurich-City's management remains committed to financial targets that require, on average, a
balance of past accounts, budget, and financial planning over a seven-year horizon. The ratings
further reflect an extremely predictable and supportive institutional framework for municipalities
in the Canton of Zurich (AAA/Stable/--).

Key Statistics

Table 1

City of Zurich--Selected Indicators

--Fiscal year ended Dec. 31--

(Mil. CHF) 2017 2018 2019 2020bc 2021bc 2022bc

Operating revenues 7,912 7,901 7,847 7,982 7,908 7,869

Operating expenditures 6,863 6,847 6,862 7,214 7,155 7,148

Operating balance 1,049 1,055 985 768 753 722

Operating balance (% of operating
revenues)

13.3 13.3 12.6 9.6 9.5 9.2

Capital revenues 45 68 91 226 148 145

Capital expenditures 860 992 1,031 1,015 1,067 1,059

Balance after capital accounts 234 131 46 (21) (166) (193)

Balance after capital accounts (% of
total revenues)

2.9 1.6 0.6 (0.3) (2.1) (2.4)

Debt repaid 943 798 505 690 680 680

Gross borrowings 709 548 620 710 780 830

Balance after borrowings (34) (157) 123 (22) (91) (63)
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Table 1

City of Zurich--Selected Indicators (cont.)

--Fiscal year ended Dec. 31--

(Mil. CHF) 2017 2018 2019 2020bc 2021bc 2022bc

Direct debt (outstanding at year-end) 5,907 5,597 5,107 5,127 5,127 5,177

Direct debt (% of operating revenues) 74.7 70.8 65.1 64.2 64.8 65.8

Tax-supported debt (outstanding at
year-end)

5,907 5,597 5,107 5,127 5,127 5,177

Tax-supported debt (% of consolidated
operating revenues)

74.7 70.8 65.1 64.2 64.8 65.8

Interest (% of operating revenues) 1.7 1.6 1.2 2.3 1.0 1.7

Local GDP per capita (CHF) 167,029 171,443 169,937 160,820 165,203 167,639

National GDP per capita (CHF) 81,764 84,219 84,466 80,338 83,713 86,553

The data and ratios above result in part from S&P Global Ratings' own calculations, drawing on national as well as international sources,
reflecting S&P Global Ratings' independent view on the timeliness, coverage, accuracy, credibility, and usability of available information. The
main sources are the financial statements and budgets, as provided by the issuer. bc--Base case reflects S&P Global Ratings' expectations of
the most likely scenario. CHF--Swiss franc.

Ratings Score Snapshot

Table 2

City of Zurich--Ratings Score Snapshot

Key rating factors Scores

Institutional framework 1

Economy 1

Financial management 1

Budgetary performance 2

Liquidity 2

Debt burden 3

Stand-alone credit profile aa+

Issuer credit rating AA+

S&P Global Ratings bases its ratings on non-U.S. local and regional governments (LRGs) on the six main rating factors in this table. In the
"Methodology For Rating Local And Regional Governments Outside Of The U.S.," published on July 15, 2019, we explain the steps we follow to
derive the global scale foreign currency rating on each LRG. The institutional framework is assessed on a six-point scale: 1 is the strongest and 6
the weakest score. Our assessments of economy, financial management, budgetary performance, liquidity, and debt burden are on a five-point
scale, with 1 being the strongest score and 5 the weakest.

Key Sovereign Statistics

- Sovereign Risk Indicators, Oct. 10, 2020. Interactive version available at
http://www.spratings.com/sri
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Related Criteria

- Criteria | Governments | International Public Finance: Methodology For Rating Local And
Regional Governments Outside Of The U.S., July 15, 2019

- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

- Institutional Framework Assessments For International Local And Regional Governments, Sept.
25, 2020

- Economic Research: The Eurozone Is Healing From COVID-19, Sept. 24, 2020

- Switzerland 'AAA/A-1+' Ratings Affirmed; Outlook Stable, Aug. 21, 2020

- Comparative Statistics: European Local And Regional Government Risk Indicators, June 30,
2020

- Canton of Zurich 'AAA' Ratings Affirmed; Outlook Stable, May 22, 2020

- COVID-19 Will Test The Financial Flexibility Of LRGs In Germany, Switzerland, And Austria, April
27, 2020

- Local Government Debt In Germany, Switzerland, And Austria For 2020, March 2, 2020

In accordance with our relevant policies and procedures, the Rating Committee was composed of
analysts that are qualified to vote in the committee, with sufficient experience to convey the
appropriate level of knowledge and understanding of the methodology applicable (see 'Related
Criteria And Research'). At the onset of the committee, the chair confirmed that the information
provided to the Rating Committee by the primary analyst had been distributed in a timely manner
and was sufficient for Committee members to make an informed decision.

After the primary analyst gave opening remarks and explained the recommendation, the
Committee discussed key rating factors and critical issues in accordance with the relevant
criteria. Qualitative and quantitative risk factors were considered and discussed, looking at
track-record and forecasts.

The committee's assessment of the key rating factors is reflected in the Ratings Score Snapshot
above.

The chair ensured every voting member was given the opportunity to articulate his/her opinion.
The chair or designee reviewed the draft report to ensure consistency with the Committee
decision. The views and the decision of the rating committee are summarized in the above
rationale and outlook. The weighting of all rating factors is described in the methodology used in
this rating action (see 'Related Criteria And Research').

Ratings List
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Ratings Affirmed; New Rating

To From

Zurich (City of)

Issuer Credit Rating AA+/Stable/A-1+ AA+/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. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 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. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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