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Research Update:

French Holding Company Wendel Ratings Raised
To 'BBB-/A-3' On Further Net Debt Reduction;
Outlook Stable

Overview

 Following the divestnent of a 4.3% stake in manufacturer and distributor
of construction materials Conpagnie de Saint-CGobain in May 2014, the
| oan—-t o-val ue ratio of France-based hol di ng conpany Wendel narkedly
reduced to approxi mately 25%

e W now see Wendel's financial risk profile as "internedi ate," versus our
previous "significant" assessment, given the sound financial flexibility
acqui red thanks to the divestnent.

e W are raising our corporate credit ratings on Wndel to 'BBB-/A-3'" from
' BB+/ B' .

e The stable outlook reflects our expectation that Wendel's | oan-to-val ue
ratio will remain bel ow 35% over our forecast horizon for the next 12 to
18 nmonths, despite new investnment activity likely to be sustained over
our forecast horizon

Rating Action

On July 7, 2014, Standard & Poor's Ratings Services raised its |long- and
short-term corporate credit ratings on France-based operating hol di ng conmpany
Wendel to 'BBB-/A-3' from'BB+/B . The outl ook is stable.

At the sane tinme, we raised our issue ratings on Wendel's unsecured bonds to
"BBB-' from'BB+', and withdrew our '3' recovery rating on these instrunents.

Rationale

The upgrade prinmarily reflects our view of Wendel's inproved financi al
flexibility following the partial disposal of the conpany's stake in

France- based manufacturer and distributor of construction materials Conpagnie
de Sai nt-CGobain (BBB/ Stabl e/ A-2).

On May 7, 2014, Wendel successfully divested a 4.3% stake in Conpagni e de
Sai nt - Gobain, yielding €1 billion of net proceeds. On the strength of a €1.5
billion cash pile, net debt further reduced to approximately €2.4 billion
leading to a | oan-to-value (LTV) ratio of approximtely 25% on My 23, 2014,
versus 32% on March 17, 2014.

We have therefore reassessed Wendel's financial risk profile as "internediate"
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versus "significant," as we consider that nanagenent's risk tolerance is now
somewhat | ower than previously assessed. W expect Wendel will nmaintain an LTV
rati o sustainably bel ow 35%

Wendel ' s managenment has a stated investnent strategy to deploy up to €2
billion in new investnents by 2017. W believe that Wndel has earnarked the
bul k of the proceeds for investnents in predom nantly unlisted assets over the
next 12 to 18 nonths. Under this scenario, and assum ng broadly stable share
prices of listed assets, we project that Wendel's LTV will l|ikely converge at
about 30% a level we still deemin line with an "intermedi ate" financial risk
profile, and with an investnent grade issuer rating, given the conpany's
current business risk profile.

We continue to assess Wendel's business risk profile as "satisfactory." G ven
the group's plans to further penetrate the European and North Anerican private
equity arena, we think the portfolio breakdown of |isted versus unlisted
assets will progressively evolve fromits current |evel of about 80% 20%to
approxi nately 75% 25% respectively over the near term W note that Wendel's
two | argest assets still conprise 80%of total portfolio value. We therefore
regard the conpany's high asset concentration risk as the key weakness in its
busi ness risk profile.

Under our base case, we assune:

» Wendel's active nmonitoring of the LTV to secure adequate flexibility
sust ai nabl y bel ow our 35%t hreshol d;

» The allocation of two-thirds of the sizable cash pile to new investnents,
while the remaining portion will focus on existing portfolio entities;

e Continuous increase in dividend inflows fromoperating subsidiaries; and

* Ongoi ng, although sonewhat stabilizing, cash burn at the holding |evel
gi ven our anticipation of higher corporate costs with the recent opening
of new offices in New York and Singapore, and prudently increasing
returns to sharehol ders.

Based on these assunptions, we arrive at the following credit neasures:

e Total coverage ratio below 1x, mitigated by anple liquidity; and

e LTV ratio consistently bel ow our 35%threshol d, based on current asset
val ues.

Liquidity
The short-termrating is "A-3.' W assess Wndel's liquidity as "adequate"
under our criteria, with sources of liquidity to cover liquidity needs by well

over 1.2x in the next 12 nonths, even in the event of an unforeseen decline in
di vidends from portfolio conpanies.

Pro forma the disposal of Conpagnie de Saint-CGobain shares, we cal cul ate that

Wendel 's liquidity sources as of March 17, 2014, will include:

* Net cash and cash equivalents of €1,547 million

e Estinmated dividends fromportfolio conpanies of close to €220 mllion to
be received in 2014;

e €1.5 billion undrawn under two Saint-CGobain financing-related facilities,
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including €0.7 billion available until 2017, and €0.8 billion until 2020.
We understand that the docunmentation of these facilities would allow any
use to refinance part of the currently unpl edged Sai nt-Gobain shares; and

* €600 million undrawn on a syndicated revolving credit facility (RCF) that
matures in 2018.

According to our estinates at the sane date, this conpares well with the

conpany's potential liquidity uses in excess of €0.8 billion by end-March

2015, conpri sing:

e Short-termmaturities of €460 mllion (close to €0.4 billion of debt
matures in the subsequent 12 nonths);

» (perating expenses of about €60 million

e Net interest expenses of about €200 mllion

» Dividends announced of €1.85 per share, anounting to about €90 mllion
potentially conplenmented by share repurchases;

» Sonme pending acquisitions. The conditions and timng of these
transacti ons have yet to be determ ned, but we consider €300 nmllion to
be a likely mnimal investnent envel op; and

e Close to €700 mllion allocated to investnent in new areas.

We expect Wendel to have adequate headroom neaning at |east 15% according to
our rating approach, under its covenants.

Outlook

The stable outl ook reflects our expectation that Wendel's LTV ratio will
remai n bel ow 35% over our forecast horizon for the next 12-18 nonths, despite
rei nvestnment activity in the near term

Upside scenario

We woul d consider a positive rating action if Wndel's portfolio
characteristics were to inprove, with special enphasis on asset
diversification. As we think that portfolio evolution is usually a nedium to
| ong-term prospect, we see the potential for a positive rating action as
limted during our forecast horizon

An addi tional inmprovenent in Wendel's financial risk profile could also
bol ster credit quality, but we do not expect it in the near term given its
i nvest ment pl ans.

Downside scenario

We coul d take a negative rating action if Wendel failed to manage the LTV
ratio within our expectations for the current rating. Any deterioration of the
portfolio liquidity and quality--for instance, stemming froma negative
mgration to riskier or unlisted assets--could also pronpt us to take a
negative rating action.
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Upgr aded
To From
Wendel
Corporate Credit Rating BBB-/ St abl e/ A-3 BB+/ St abl e/ B
Wendel
Seni or Unsecured BBB- BB+
Recovery Ratings Wthdrawn
To From
Wendel
Seni or Unsecured
EUR400 mil 4.875% nts due BBB- BB+
09/ 21/ 2015
Recovery Rating NR 3
EUR600 nmil 5.875% bnds due BBB- BB+
09/ 17/ 2019
Recovery Rating NR 3
EUR400 mil 3.75%nts due 01/21/2021 BBB- BB+
Recovery Rating NR 3
EURS00 mi|l 6.75% nts due 04/20/2018 BBB- BB+
Recovery Rati ng NR 3
EUR700 mi|l 4.875% bnds due BBB- BB+
05/ 26/ 2016
Recovery Rating NR 3
EUR700 mi|l 4.375% bnds due BBB- BB+
08/ 09/ 2017
Recovery Rating NR 3
EUR700 mi|l 4.875% bnds due BBB- BB+
11/ 04/ 2014
Recovery Rati ng NR 3
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Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal credi tportal.comand at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box |ocated in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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