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Research Update:

RCI Banque Outlook Revised To Negative
Following Similar Action On Parent; 'BBB/A-2'
Ratings Affirmed

Overview

e On Feb. 20, 2019, we revised our outlook on Renault S. A to negative from
stable due to headwi nds in the autonotive industry and conpany specific
problens that could slowits operating profit generation

* W consider RCI Banque (RCI) to be a core subsidiary of its 100% parent
Renaul t, and currently incorporate one notch of uplift for potential
extraordi nary group support into our rating on RCl.

 However, because we consider RCl as insulated fromRenault, its issuer
credit rating could remain above that of the parent if the strength of
its stand-alone credit profile further insulated it fromany distress at
t he parent conpany | evel

« W are revising the outl ook on RCl to negative fromstable and affirning
the 'BBB/ A-2' ratings on the bank

* The negative outlook primarily reflects that on Renault, but al so our
view that the strategi c and governance chall enges facing the Renault
group could al so have a negative effect on RCl's captive finance busi ness.

Rating Action

On Feb. 26, 2019, S&P d obal Ratings revised to negative fromstable its
outl ook on France-based auto financer RClI Banque and its core subsidiary D AC
S. A

At the sanme time we affirned our 'BBB/A-2' ratings on RClI and DI AC

Rationale

Qur outlook revision follows a sinilar action on RCI's parent Renault S. A on
Feb. 20, 2019 (see Renault Qutl ook Revised To Negative On Waker Operating
Profit Margin And Free Cash Flow, " published on RatingsDirect), and reflects
our opinion that RCl is a core subsidiary of Renault and that we include one
notch of uplift in our ratings on RClI for potential extra ordinary group
support. The rating action on Renault reflects our view that headw nds in the
aut onotive industry and conpany specific problenms could slow Renault's
operating profit generation.

The negative outl ook on RCI and DI AC does not indicate any pressure on the
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Ratings Affirmed

bank's profitability or own debt market access, but rather potential contagion
ri sks emanating fromthe parent. Historically, RCl has denpnstrated strong
resilience agai nst autonotive sector and econonm ¢ downturn, generating nore
stabl e revenues than its parent. However, although we believe this will stil
be the case, thanks to the annuity-like features of RCI's revenues (interest
margi ns from |l oans spread over several years), we note that the Renault group
including RCl, is currently facing some strategic and governance chal |l enges
following the resignation of its CEO and chairman M. Carlos Ghosn, who is
under arrest in Japan over alleged financial misconduct. Although we
understand that M. Jean-Dom ni que Senard, the newly appointed chairman of
Renault's board of directors, will continue the previous chairman's nandate to
make t he Renaul t-Ni ssan-M tsubishi alliance (the Alliance) irreversible, the
future structure of the Alliance and how long it will take to establish
remai ns uncertain. These uncertainties could affect all Renault group's
activities.

We do note, however, that because we view RClI as insulated from Renault due to
France's favorabl e insolvency laws and RCls regulatory and | egal status, our

i ssuer credit ratings on RCl and DI AC could remain above that on Renault. This
woul d be the case if RCl's standal one assessnent further insulates it from
potential distress at the parent conpany |evel.

Qur view of RCI's stand-al one creditworthiness continues to factor inits
concentrated busi ness nodel that focuses solely auto |oans financing. This
exposes RCl to the cyclical auto sector and the Alliance's operating
performance. The bank's creditworthiness is also constrained by its
greater-than-average reliance on whol esal e sources of funding, although we
note it has inproved thanks to a deposit base of about one third of its

f undi ng.

During the past decade, RCI has denonstrated superior risk-adjusted
profitability conpared with that of simlarly rated banks. While we believe
RCl's risk-adjusted profitability will remain high in 2019, as measured by our
earnings buffer ratio (pre-provision operating incone |ess S& @ obal Ratings
normal i zed cost of risk | ess one-off itens, divided by S& d obal Ratings

ri sk-wei ghted assets), we believe that there is sonme uncertainty surrounding
the group's strategy and governance, including the future of the Al liance,

whi ch coul d, over tinme negatively affect Renault's and RCl's operations. For
the captive finance business, it could translate into higher funding costs.

RCI's earnings buffer ratio was 2.0%in 2017 and nost |ikely above 2.0% at end
2018, according to our estimte, supported by reported net banking incone
growth in 2018 (+18.6% nmuch higher than that of operating expenses (+10.2%,
and an expected sl owdown in our risk-weighted assets growth in 2018. W don't
expect any meani ngful deterioration of the earnings buffer ratio in the next
two years.

WWW.STANDARDANDPOORS.COM FEBRUARY 26, 2019 3

© S&P Global Ratings. All rights reserved. No reprint or dissemination without S&P Global Ratings' permission. See Terms of Use/Disclaimer on the 2172582
last page.



Research Update: RCI Banque Outlook Revised To Negative Following Similar Action On Parent; 'BBB/A-2'

Outlook

The negative outl ook on RC

Ratings Affirmed

and DIAC reflects the negative outl ook on Renault,

and RCl's position as a core subsidiary of the car naker. RCl has denonstrated

its resilience and strong profitability in the past decade,
uncertainty surroundi ng
governance, including the future of the Alliance,
effect on RCl. However,
parent, and that a downgrade of Renault woul d not

cyclical auto sector

downgr ade of RC

We coul d [ower our ratings on RCI
foll owi ng a downgrade of Renault,
be hi gher than that of

We coul d revise the outlook to stable in the next
RCl's stand-al one creditworthiness remai ns unchanged,
adjusted-profitability and capital

conpany specific chall enges.

but

despite the
group's strategy and
coul d have sonme contagi on

we maintain our view that RCI can be rated above its

automatically entail a

and DIAC in the next 12-24 nonths if,
we believed RCl's creditworthiness failed to

its parent. This could be the case if tensions within
the Alliance negatively affected the effectiveness of RCl's operations,
notably regardi ng funding costs and its strategic focus.

Ratings Score Snapshot

| ssuer Credit Rating

SACP

Anchor

Busi ness Position
Capital and Earnings
Ri sk Position

Fundi ng

Liquidity

Suppor t

ALAC Support

GRE Support

G oup Support
Soverei gn Support

Addi ti onal Factors

To
BBB/ Negat i ve/ A- 2

bbb-

bbb+

Weak (-2)

Strong (+1)
Adequat e (0)

Bel ow average (-1)
Adequat e
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BBB/ St abl e/ A- 2

bbb-

bbb+

Weak (-2)

Strong (+1)
Adequat e( 0)

Bel ow average (-1)
Adequat e

12-24 months if our view of

i ncl udi ng strong risk
despite the weaker autonpotive sector and
This coul d happen even while Renault's outlook is
negative or if Renault's issuer credit rating is |owered by a notch
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Related Research

* Research Update: Renault Qutlook Revised To Negative On Waker Operating
Profit Margin And Free Cash Flow, Feb. 20, 2019

e Nissan Motor Downgraded to 'A-' On Wak Prospect O Recovery |n Earnings;
Qutl ook Stable; Feb. 21, 2019
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Jan. 11, 2019

« RCI Banque, Aug. 23, 2018

Ratings List
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Ratings Affirmed
| ssuer Credit Rating BBB/ Negat i ve/ A- 2 BBB/ St abl e/ A- 2
Certificate OF Deposit
Forei gn Currency BBB/ A- 2 BBB/ A- 2
Local Currency BBB/ A- 2 BBB/ A- 2
RClI Banque
Seni or Unsecured BBB BBB
Certificate O Deposit A-2 A-2
Conmrer ci al Paper A-2 A-2
DI AC S. A
Certificate O Deposit A-2 A-2

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 www. st andardandpoors.com for further

i nfornati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. capitalig.com All ratings affected by this rating action
can be found on S&P 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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