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Research Update:

French Investment Holding Wendel 'BBB-/A-3’
Ratings Affirmed On Willingness To Support Loan
To Value; Outlook Stable

Overview

e On Feb. 17, 2016, Wendel announced it's in exclusive negotiations with
ALD Aut onotive for the disposal of its French car |easing business,
Parcours, for an estinmated €300 mllion.

* W view positively this portfolio devel opnent, given current turbul ent
equity market prices. Pro forma the transaction, we anticipate loan to
val ue (LTV) to be just in line with our 35% threshold for the current
ratings.

« W are therefore affirm ng our 'BBB-/A-3' ratings on Wndel

 The stable outl ook reflects our expectation that managenent will continue
to be proactive in order to nmaintain the conpany's LTV ratio bel ow 35%
over the next 12 nonths.

Rating Action

On Feb. 19, 2016, Standard & Poor's Ratings Services affirmed its ' BBB-'
long-termand 'A-3'" short-termcorporate credit ratings on French investnment
hol di ng conpany Wendel. The outl ook is stable.

At the sane tinme, we affirned the issue ratings at 'BBB-'.

Rationale

The affirmation foll ows Wendel 's announcenment that it will sell its
controlling stake in the French busi ness-to-busi ness car |easing conpany,
Parcours, to ALD Autonotive, yielding net proceeds of about €250 million

G ven the sustained portfolio activity over the past 12-18 nonths, we expect
the funds raised to be earmarked to support the LTV ratio.

Si nce year-end 2015, the conpany's LTV has been rising toward 35% inpaired by
t he poor performance of the equity share price of its two key listed assets,
the French building materials conpany Conpagni e de Sai nt- Gobain
(BBB/ St abl e/ A-2) and the French professional services player Bureau Veritas
(not rated). This downward trend in both stock prices was broadly in line with
that of the CAC 40 French stock market index. The deterioration in LTV has
gradual |y picked up since the beginning of the year as grow ng uncertainties
over the Chinese narket, paired with the sharp drop in oil prices, have taken
their toll on global stock markets. Under these circunstances, as of Feb. 16,
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2016, Saint-Gobain's share price had dropped by 13% since the begi nning of the
year, and Bureau Veritas' by 6% leading to an LTV ratio just below 37% W
therefore view positively the contenpl ated di sposal of Parcours as it
under pi ns nanagenent's willingness to maintain the group’'s LTVin line with
our guidance for the current ratings, despite a persistently gloonmy equity
market. Pro forma the Parcours transaction, LTV will fall to just bel ow 35%

We expect managenent to initiate further actions, if needed, to ensure an LTV
rati o sustai nably bel ow 35% as equity markets might remain particularly
volatile in the near term Wile the roomfor maneuver nmight seeml!linited when
conparing Wendel with other conpanies within the investnent holding portfolio,
we think that a nunber of |evers can be activated. Management could draw on
its remamining unlisted reserves through a conpl ete disposal or a syndication
of its existing ownership, as recently initiated on Constantia. The recent
difficulties in refinancing Stahl and divesting this asset in unsupportive
credit nmarket conditions indicate that value extraction mght take |onger than
antici pated, however. Neverthel ess, the Parcours devel opnment reflects the
nunber of available options in the unlisted arena--Parcours was not the nost
obvi ous candi date for asset rotation, as it was acquired less than five years
ago.

Al ternatively, Wendel retains sone financial flexibility fromits stakes in
Sai nt - Gobai n and Bureau Veritas. That said, we see this flexibility as
somewhat |imted, given the benefits derived fromboth assets in terms of
portfolio quality.

In our view, Wendel's business risk profile remains supported by the listed
nature and solid, investnent-grade creditworthiness of its key listed assets,
Sai nt - Gobai n and Bureau Veritas. These conpani es have worl d-1 eadi ng
conpetitive positions and generate free operating cash fl ow over the economc
cycle. Since Wendel's announcenent of its €2 billion investnent programfor
the period 2012-2017, portfolio activity has been particularly sustained, with
profitable i nvestments and acquisitions undertaken on a tinely basis. For this
reason, we assign the higher of the two possible anchors of 'bbb-' and ' bb+
In early 2015, we viewed positively the accel erated bookbuild on Bureau
Veritas, as it directed capital toward new lines within the portfolio,
featuring noderate growh prospects, resilience to econom c downturns, and
sati sfactory cash flow generation given the linited capital expenditures

requi red. The purchases included a €640 mllion investnent in Austria-based

fl exi bl e packagi ng manufacturer, Constantia Flexibles (prior to the €100
mllion syndication with Maxburg Capital Partners and the ensuing €31 mllion
equity injection), and nore recently a $687 mllion equity investrment in the
Security Solutions provider, Alied Barton

Liquidity
The short-termrating is '"A-3' . W assess Wndel's liquidity as strong as we
project that sources of liquidity will likely confortably exceed liquidity

uses by 1.5x in the next 12 nonths, even in the event of an unforeseen decline
in dividends fromportfolio conpanies.
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We calculate the following liquidity sources for the next 12 nonths :

* Net cash and cash equivalents of €1.5 billion (including €334 nillion of
financial investnents) as of Nov. 18, 2015;

« Dividends fromportfolio conpani es of about €170 nmillion, which is well
bel ow Wendel ' s average of €200 nillion, given its reduced share in Bureau
Veritas after the accel erated bookbuild in 2015;

e €850 million undrawn under debt with margin calls, of which €350 mllion
is available until end-2019, while the renainder is available until March
2020; and

e €650 nmillion undrawn on a syndicated revolving credit facility that
mat ures in Novenber 2019.

We calculate the following liquidity uses for the sanme period:

e Short-termmaturities of €644 nillion (about €0.7 billion of debt matures
in the subsequent 12 nonths);

e (perating expenses of approximately €56 mllion

* Interest expenses of about €180 million-€190 mllion

e Dividends of €2 per share, anobunting to about €96 mllion, conplenented
by announced ni nor share repurchases;

e« A€31 milion contribution to Constantia Flexibles' capital increase for
the funding of acquisitions and a €26 nillion investnent in Sterigenics'
debt; and

* $687 mllion (€645 nmillion) to acquire a 96% share in Allied Barton

Pro forma the contenpl ated transaction, the group would gain sonme further €250
mllion of inflows, which we expect to be allocated to partial debt repaynent.

Outlook

The stable outlook reflects our expectation that managenent will continue to
be proactive in order to maintain Wendel's LTV rati o bel ow 35% over the next
12 nont hs.

Shoul d equity markets further deteriorate for a sustained period, we expect
managenment's conmitnment will translate into appropriate actions. Furthernore,
given the volatile conditions that mght prevail in the near term we wll be
closely nonitoring the conpany's full-year results and net asset val ue
communi cation in the com ng nonths to reassess our view on the ratings.

Qur stable outlook also factors in that the cash flowratio is unlikely to
deviate fromits 0.8x-1.0x average over the next 12 nonths.

Downside scenario
A negative rating action could occur if we observed a further drop in the
share prices of Wendel's key listed investnents or a nore aggressive financial
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policy than we currently expect, which could lead to a LTV ratio hi gher than
35% G ven currently volatile equity markets and the relatively limted
headr oom on our LTV expectation of 35% we would take into account the

magni tude and timefrane of a potential deviation, as well as managenent's
actions (or lack of actions) to address the situation. Wakening liquidity or
deterioration of portfolio credit quality that translated into a business risk
profile closer to our fair category could also put the ratings under pressure.

Upside scenario

We coul d consider a positive rating action, assum ng broadly unchanged asset
liquidity, quality, and diversity, if Wndel achieved and nmintai ned an LTV
rati o sustainably below 25% In addition, this would likely require a
stabilization of cash burn at the holding conpany |evel and a sl owdown in
current investnment activity, unless any acquisitions were largely financed by
di sposals. But given currently dull and volatile equity markets, we view such
a scenario as unlikely.

Ratings Score Snapshot

Corporate Credit Rating: BBB-/Stable/ A3

Busi ness risk: Satisfactory

e Country risk: Low

* Industry risk: Internediate

* Investment position: Satisfactory

Fi nanci al risk: Significant
e Leverage/ Cash flow Significant
 Funding and capital structure: Neutra

Anchor: bbb-

Modi fiers

e« Liquidity: Strong (no inpact)

« Managenent and governance: Strong (no inpact)
 Conparable rating analysis: Neutral (no inpact)

Related Criteria And Research

Related Criteria

* Met hodol ogy: | nvestment Hol di ng Conpani es, Dec. 1, 2015

e Met hodol ogy And Assunptions: Liquidity Descriptors For d obal Corporate
| ssuers, Dec. 16, 2014

e Group Rating Methodol ogy, Nov. 19, 2013

 Met hodol ogy: Industry Risk, Nov. 19, 2013

e Corporate Methodol ogy, Nov. 19, 2013

e Corporate Methodol ogy: Ratios And Adjustnents, Nov. 19, 2013

 Country Ri sk Assessnment Met hodol ogy And Assunptions, Nov. 19, 2013

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT FEBRUARY 19, 2016 5

1580649 | 301753740



Research Update: French Investment Holding Wendel 'BBB-/A-3' Ratings Affirmed On Willingness To Support
Loan To Value; Outlook Stable

e Ratings Above The Soverei gn—€orporate And Governnent Ratings: Methodol ogy
And Assunptions, Nov. 19, 2013

» Met hodol ogy For Linking Short-Term And Long- Term Rati ngs For Cor por at e,
I nsurance, And Sovereign |Issuers, May 7, 2013

* Met hodol ogy: Managenment And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

 Stand-Al one Credit Profiles: One Conponent Of A Rating, Cct. 1, 2010

e Use O CreditWatch And Qutl ooks, Sept. 14, 2009

e 2008 Corporate Criteria: Rating Each Issue, April 15, 2008

Ratings List

Rati ngs Affirmed

Wendel
Corporate Credit Rating BBB-/ St abl e/ A-3
Seni or Unsecur ed BBB-

Additional Contact:
Industrial Ratings Europe; Corporate_Admin_London@standardandpoors.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is avail able to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitaliqg.com All

ratings affected by this rating action can be found on Standard & Poor's
public Web site at ww. standar dandpoors.com Use the Ratings search box
located in the left colum. Alternatively, call one of the foll ow ng Standard
& Poor's nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice
(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) 783-40009.
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