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Summary:

Wendel
Credit Rating:

BB-/Stable/B

Rationale
The ratings on France-based investment holding company Wendel reflect Standard & Poor's Ratings Services'
assessment of its financial risk profile as "aggressive" and of its business risk profile as "satisfactory."
Worth about €8.3 billion on Nov. 23, 2010 (net of the Saint-Gobain shares protected by puts), Wendel's investment
portfolio mainly includes three listed assets representing almost 90% of the company's portfolio value: Compagnie
de Saint-Gobain (Saint-Gobain, BBB/Stable/A-2), in which Wendel holds a 17.5% interest; Bureau Veritas (not
rated), 52% owned; and Legrand S.A. (Legrand; BBB/Stable/A-2), 19.4% owned. Majority stakes in three much
smaller and highly leveraged unlisted corporate entities--Materis, Stahl, and Deutsch--round out Wendel's portfolio.
High gearing and an aggressive financial risk profile remain the main rating constraints for Wendel, in our view. A
substantial portion of the shares held in Saint-Gobain, Legrand, and Bureau Veritas (worth about €4.0 billion at
end-November 2010 according to our calculations) are still pledged to secure €3.7 billion of bank debt raised
originally in 2007 to finance the acquisition of the Saint-Gobain stake at historically high share prices. This debt
continues to weigh on Wendel's financial profile and constrains the company's financial flexibility.

Key business and profitability developments
In 2010, Wendel concluded sizable disposals and pursued its efforts to streamline its capital structure. In September,
Wendel sold a 5.5% stake in Legrand for €346 million in cash proceeds and in November the company received
€359 million from its full disposal of Stallergenes, in which it had a 46% stake.
The strong ability to generate cash in 2010 and the generally sound and stable creditworthiness of Saint-Gobain,
Bureau Veritas, and Legrand support the quality of Wendel's portfolio. All three companies are listed, and Wendel's
only controlling stake is in Bureau Veritas. We consequently view the portfolio's liquidity as adequate.
Low diversity remains the main weakness of Wendel's portfolio, in our opinion, with Wendel's three main stakes
amounting to nearly 90% of the estimated value of its holdings as of Nov. 23, 2010. Wendel's other assets are
majority equity interests in its unlisted subsidiaries, namely Materis, Stahl, and Deutsch. All three are still highly
leveraged, albeit to varying degrees, and each company underwent debt restructuring plans in late 2009-early 2010,
including equity injections or other means of shareholder support. They also represent relatively small net equity
value for Wendel. The three companies reported improved underlying operating performance in 2010.
On a consolidated basis (Materis, Stahl, Deutsch, Stallergenes, and Bureau Veritas are fully consolidated; Legrand
and Saint-Gobain are accounted under the equity method), Wendel generated a €123 million net profit from
business sectors attributable to the group, excluding nonrecurring items, in the first half of 2010, compared with a
€11 million net loss for the same period in 2009.
A continuation of this performance upturn, if confirmed in 2011, may provide a basis for some upward value
adjustments for Wendel's unlisted assets.
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Key cash flow and capital-structure developments
At holding company' level, relative to the estimated value of the asset portfolio, Wendel's loan-to-value (LTV) ratio
was 43.7% on Nov. 23, 2010, by our calculations. This is below the 50% maximum that we think is appropriate
for the current rating. We note the improved LTV ratio in recent months, primarily thanks to share price increases
in Wendel's listed assets and recent asset disposals, against 52.9% at end-June 2010.
Because part of the debt that Wendel used to finance the acquisition of its stake in Saint-Gobain is subject to margin
calls (about €2.7 billion gross debt), we consolidate this debt in our LTV computation although it is technically
nonrecourse to Wendel. We do not, however, consolidate the €970 million Saint-Gobain acquisition-related debt
that is economically-hedged through put options, as it is contractually nonrecourse to Wendel, not subject to margin
calls, and most importantly, protected by put options. To ensure consistency, the retained asset base is net of the
Saint-Gobain shares protected through the puts.

Liquidity
The short-term rating is 'B'. We consider Wendel's liquidity to be adequate, based on the medium- to long-term
nature of the company's debt, in particular unsecured debt, and sizable cash balances. At end-November 2010,
Wendel had €1.9 billion of cash, of which €1.3 billion was unpledged.
The next bond maturity (€336 million, net of buybacks and exchange offer) is due in February 2011 and is more
than fully-covered by available cash. Other senior unsecured debt matures from November 2014 and beyond.
In October 2010, Wendel extended its debt maturity profile through a €300 million tap issue of an unsecured bond
maturing in 2016. We understand it used the proceeds to repay part of its Saint-Gobain related debt.
Outstanding bonds are free of financial covenants, cross-defaults with Wendel's subsidiaries' debt, and rating
triggers. They do not benefit from any negative pledge however. Wendel has an undrawn €1.2 billion committed
bank facility maturing in 2013. Covenants related to the market value of its portfolio restrict the use of this facility.
Wendel has been in compliance with these covenants for over a year.
The company's €3.7 billion gross debt relating to the Saint-Gobain transaction is split between €2.7 billion gross
debt subject to margin calls, carrying maturities stretching over 2013-2015 and €970 million non-margin call debt,
partly protected by puts, maturing over 2011-2012. Non-margin call debt of €544 million due in 2011 has already
been significantly reduced (down from €850 million by midyear 2010), and it could be partly self-liquidating (the
debt is secured by the pledge of Saint-Gobain shares and economic risk is covered by puts). In addition, Wendel has
€900 million available under the Saint-Gobain bank financing agreements containing margin call mechanisms,
which the company could use to refinance or manage its Saint-Gobain exposure.

Outlook
The stable outlook reflects our view that Wendel will continue to focus on gradual debt reduction and keep its LTV
ratio below 50% throughout 2011.
Sizable disposals associated with redeeming existing debt and an increase in asset value effectively led to an
improvement in Wendel's financial risk profile by year-end 2010. Only a material deterioration in the share prices of
Wendel's key listed investments or a financial policy more aggressive than we currently expect could lead us to
consider a negative rating action. Improved corporate governance, less aggressive risk tolerance, and reduced
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complexity in the financing structure will continue to be driving factors for the ratings on Wendel in the future. A
positive rating action would be possible if Wendel maintains an LTV ratio well below 45% on a sustainable basis
and it simplifies its debt structure, and we continue to see strong operating performance for its listed investments,
and a track record of improving profitability measures for weaker unlisted subsidiaries.
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