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Research Update:

France-Based Wendel Downgraded To
'BBB-/A-3' From 'BBB/A-2'; All Ratings Still On
Watch Neg

Rationale

On Jan. 25, 2008, Standard & Poor's Ratings Services |lowered its | ong- and
short-term corporate credit ratings on French investment hol di ng conpany
Wendel to 'BBB-/A-3'" from'BBB/A-2'. The ratings remain on CreditWatch with
negative inplications.

The downgrade foll ows Wendel's increasing financial |everage, which is no
longer in line with a 'BBB' rating. Wndel's corporate conmuni cation to date
is a further rating constraint, given the quality and frequency of the
conpany's public disclosures, notably on the Conpagni e de Sai nt-Gobain (SG
BBB+/ St abl e/ A-2) transaction. The rating action also reflects our opinion that
the conpany's financial flexibility remai ns adequate and that all ratings on
Wendel , including the bond ratings, remain i nvestment grade.

Fi nanci al market turbulence and the decline in the share prices of nost
of Wendel's assets have put pressure on the conpany's portfolio gross asset
value in the past weeks, and notably on its stakes in vehicles owning the
17. 9% SG stake. SG s share price is now down about 25% on the average purchase
price announced by Wendel in Novenber 2007. These vehicles are highly
| everaged, and part of the financing arrangenents includes margin calls.

Wendel neets these margin calls either by pledging cash or shares. These
structures' |everage increases the volatility of Wendel's portfolio and
accel erates the deterioration in the conpany's capital structure when share
prices fall.

In addition, although of |ess concern now, significant additional asset
pl edges could create a situation of subordination, resulting in bond ratings
that woul d be | ower than the corporate credit rating.

In resolving the CreditWatch, we could |lower the ratings further. That
said, Wendel retains enough flexibility to maintain the current ratings if the
value of its assets stabilizes. W will consider in particular nmarket
conditions in the com ng weeks; the evolution of Wndel's and/or the vehicles
liquidity and capital structures; and the quality and frequency of Wndel's
di scl osures.

The ratings on Wendel continue to reflect the group's selective strategy
of focusing on assets with solid business risk profiles, albeit sometines with
hi ghly | everaged capital structures; and the group's still considerable
financial flexibility.

Liquidity
Wendel "s liquidity remains adequate. The |long-term nature of Wendel's debt and
current anple cash balances nitigate the reduction of [ eeway on financi al
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Neg
covenants--which only apply to an undrawn bank |ine--and the depressed
financial environnment, which may constrain asset sal es.

We understand that Wendel now has about €1.4 billion in avail able cash
and an avail abl e undrawn conmitted bank facility of €1.25 billion maturing in
2012, with two options to extend by one year each. W expect the Dec. 31,
2007, financial covenants in the syndicated facility to have been nmet. Bonds
outstandi ng are free of any covenants, cross defaults, or ratings triggers.
They do not benefit from any negative pledge. The earliest debt nmaturity falls
in 2009.

Ratings List
Downgr aded
To From

Wendel

Corporate Credit Rating BBB-/ Wat ch Neg/ A- 3 BBB/ Wat ch Neg/ A-2
Seni or Unsecured

Local Currency BBB- / Wat ch Neg BBB/ WAt ch Neg
Additional Contact:
Industrial Ratings Europe;CorporateFinanceEurope@standardandpoors.com
Ratings information is available to subscribers of RatingsD rect, the
real -ti me Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at ww.ratingsdirect.com It can also be found on Standard &
Poor's public Wb site at www. st andardandpoors. cony sel ect your preferred
country or region, then Ratings in the left navigation bar, followed by Credit
Rati ngs Search. Alternatively, call one of the followi ng Standard & Poor's
nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice Hotline
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;
St ockhol m (46) 8-440-5914; or Mscow (7) 495-783-4017. Menbers of the nedia
may al so contact the European Press Ofice via e-mail on:
nedi a_eur ope@t andar dandpoors. com
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