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Research Update:

RCI Banque 'BBB/A-2' Ratings Affirmed Following
Upgrade Of Parent Renault; Outlook Stable

Overview

« W raised our ratings on carnaker Renault S. A, French auto financer RC
Banque's full owner, to 'BBB/A-2' from'BBB-/A-3 on Nov. 17, 2017.

e The long-termratings on Renault and RClI are now at the sanme |evel, and
we continue to regard the bank as a core subsidiary. However, we now
i ncl ude one notch of group support in our rating on the bank based on our
view of Renault's increased ability to provide extraordi nary support, and
we consequently no | onger include a positive notch of adjustnent notch to
derive our 'BBB' long-termrating on RCl.

W are therefore affirmng our 'BBB/A-2' |ong- and short-termratings on
RCl .

« The stable outl ook incorporates our view that the bank's financial
profile will remain strong, with steady risk-adjusted profitability and
continued conservative capital management over the next two years. It
al so reflects our stable outlook on Renault and our view that RCl will
remain a core subsidiary of Renault over the next two years.

Rating Action

On Nov. 30, 2017, S&P d obal Ratings affirnmed its 'BBB/ A-2' |ong- and
short-termissuer credit ratings on France-based auto financer RCI Banque and
its core subsidiary, DIAC S. A. The outlook on both entities is stable.

At the same time, we raised our issue rating on RCl's subordinated debt
programto 'BB+ from'BB'.

Rationale

The affirmation foll ows our upgrade of RCI's sol e owner, carmaker Renault
S.A, on Nov. 17, 2017 (see "French Car Manufacturer Renault Upgraded To
"BBB/ A-2'; CQutlook Stable,"” on RatingsDirect). The upgrade reflects our
forecast that Renault will sustain its EBI TDA margin at 9% 10% over the next
two years, thanks to continued revenue growth, cost discipline, and dividends
recei ved from associ at es.

In our view, Renault's inproved creditworthiness will underpin solid operating
performance at RClI in the next two years, particularly in terms of new

busi ness vol unes and nore conpetitive funding costs. W continue to view RCl's
revenue generating capacity as resilient and predictable, and its earnings
streanms as geographically diverse. Capital nanagenent is conservative, and the
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payout strategy ains to keep the bank's solvency strong. W expect our

ri sk-adjusted capital (RAC) ratio for RCI will remain higher than 10%in 2017
and 2018. RCl's profile is domnated by its exposure to retail clients and
dealers. Credit costs are noderate, benefiting froma supportive environment
in Europe and the collateralized nature of nost exposures. W expect the
bank's cost of risk will hover around 30 basis points in 2017. The bank still
relies on whol esal e funding, but less so than in the past, due to the dynanic
collection of retail deposits, which now nake up around one-third of tota
commer ci al assets.

The long-termratings on Renault and RClI are now at the sane level. W
continue to regard the bank as a core subsidiary, but we now include one notch
of group support in our long-termrating on the bank, based on our view of
Renault's increased ability to provide potential extraordinary support if
needed. Consequently, we no |onger include a positive notch of adjustnent
notch to derive our 'BBB' long-termrating on RClI. The positive adjustnent
reflected RCI's outperformance versus peers in ternms of risk-adjusted
profitability, and its insulation with respect to Renault, which had enabl ed
us to rate RCl higher than Renault before our upgrade of the carmaker.

We think our earnings buffer ratio (2% at year-end 2016) for RCl will renain
el evated, on the back of good cost control and strong revenue growth of
service activities, as seen in the bank's first-half 2017 results.

In our rating on RCl's subordinated debt program we now factor in that
Renault's potential extraordinary support to RCI would extend to subordinated
i ssues, based on our viewthat RClI is a core subsidiary of its parent.
Consequently, we raised our rating on the debt program RC had no outstanding
subor di nat ed debt issuances as of Nov. 30, 2017.

Outlook

The stable outlook on RCl incorporates our viewthat its financial profile
will remain strong, with steady risk-adjusted profitability and continued
conservative capital nmanagenent over the next two years. It also reflects our
stabl e outl ook on Renault and our viewthat RCI will remain a core subsidiary
of Renault over the next two years.

We coul d consider a downgrade if Renault's creditworthi ness canme under
pressure and RCI was unable to naintain its superior financial profile versus
simlarly rated peers.

An upgrade of RCI would foll ow an upgrade of Renault, because we view the bank
as a core subsidiary of the carmaker. W believe such a scenario is unlikely
in the next two years. Additionally, raising our long-termrating on RC

based on its own nmerits, would necessitate an upward revision of its SACP by
nore than one notch. A higher SACP would require a fundanmental shift and
strengthening in RCl's capital and funding strategy. At this stage, we al so
regard this as a renote scenario.
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Ratings Score Snapshot

To From
| ssuer credit rating: BBB/ St abl e/ A- 2 BBB/ St abl e/ A- 2
SACP bbb- bbb-
Anchor bbb+ bbb+
Busi ness position Weak (-2) Weak (-2)
Capital and earnings Strong (+1) Strong (+1)
Ri sk position Adequat e (0) Adequat e (0)
Fundi ng Bel ow aver age Bel ow aver age
And Liquidity Adequat e (-1) Adequat e (-1)
Support (+1) (0)
ALAC support (0) (0)
GRE support (0) (0)
Group support (+1) (0)
Soverei gn support (0) (0)
Addi tional factors (0) (+1)

SACP- - St and-al one credit profile. ALAC -Additional |oss-absorbing capacity.

Related Criteria

e Criteria - Financial Institutions - General: Risk-Adjusted Capital
Franmewor k Met hodol ogy, July 20, 2017

* CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017

e Criteria - Financial Institutions - Banks: Bank Rating Methodol ogy And
Assunptions: Additional Loss-Absorbing Capacity, April 27, 2015

e« Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondef errabl e Subordi nated Debt Methodol ogy And Assunptions, Jan. 29,
2015

* CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e« Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rati ng Banks d obal ly: Methodol ogy And Assunptions, July 17, 2013

e Criteria - Financial Institutions - Banks: Banks: Rating Methodol ogy And
Assunptions, Nov. 9, 2011

e Criteria - Financial Institutions - Banks: Banking Industry Country Ri sk
Assessnent Met hodol ogy And Assunptions, Nov. 9, 2011

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009
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Ratings List

Rati ngs Affirned

RClI Banque
DI AC S. A
Counterparty Credit Rating BBB/ St abl e/ A- 2
Certificate O Deposit
Forei gn Currency BBB
Local Currency BBB/ A- 2
RClI Banque
Seni or Unsecured BBB
Certificate OF Deposit A-2
Conmrer ci al Paper A-2
DI AC S. A
Certificate O Deposit A-2
Upgr aded
To From
RClI Banque
Subor di nat ed Debt BB+ BB

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@spglobal.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. standardandpoors. com for further
information. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. capitalig.com Al ratings affected by this rating action
can be found on the S& d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng S& d obal Ratings 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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