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Research Update:

RCI Banque Outlook Revised To Stable On
Resilient Operating Performance; 'BBB/A-2'
Ratings Affirmed

Overview

* W are now nore confident that RClI Banque can maintain its superior
risk-adjusted profitability relative to peers' on the back of its parent
Renaul t's inproving operating performnce and nore supportive operating
envi ronnent .

e Renault's sound prospects al so reduce risks for RCl's creditworthiness,
in our view

W are therefore revising our outlook on RCI and its core subsidiary D AC
S.A to stable fromnegative, and affirm ng our 'BBB/A-2' ratings.

» The stable outlook reflects our view that over the next two years RCl's
capital position will remain strong, as indicated by a risk-adjusted
capital ratio above 10% and that its operating profitability wll
continue to benefit fromresilient net interest margi ns and busi ness
vol unes.

Rating Action

On May 27, 2016, S&P d obal Ratings revised its outlook on France-based auto
financer RCI Banque and its core subsidiary, DIAC S.A., to stable from
negative. At the sane tinme, we affirned our 'BBB/ A-2' |ong- and short-term
counterparty credit ratings on both entities.

Rationale

The outl ook revision mainly reflects our view that RClI's operating performance
wWill remain resilient over the next two years, since we expect the recovery of
the European car market to continue. This in turn will likely translate into
continued out performance relative to captive auto finance peers, based on our
nmeasure of risk-adjusted profitability. Moreover, in our view, the positive
outl ook on our rating on RCl's parent, Renault S.A (BBB-/PositivelA-3),
further reduces risks to RCl's creditworthiness.

A conbi nation of positive business nonentum observed at the parent, Renault,
along with RCl's pricing power, should support RCl's net interest margin and
loan growth. As a result, we expect RClI to continue outperforming its auto
captive finance peers on the basis of the earnings buffer ratio, which is our
neasure of the extent to which a bank's earnings cover its nornalized | osses
t hrough the business cycle. RClI's earnings buffer stood at a robust 2.1% at
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year-end 2015. W reflect this expectation of sustai ned outperformance by
i ncorporating a one-notch uplift in our long-termrating on RC

The ratings on RCl renmin constrained by our view of the company's funding
profile. W expect total deposits to continue representing about one-third of
out standi ng | oans (32% at year-end 2015). We continue to view RClI's deposits
as potentially less stable than that of a conmmercial bank

The ratings continue to factor in our view of RCl's weak business position in
line with that of other captive auto finance peers, strong capital and
ear ni ngs, adequate risk position, bel ow average fundi ng, adequate liquidity,
and insulation fromits parent, which allows us to rate RClI above Renault.

Outlook

The stable outlook reflects our view that, over the next two years, RCl's

ri sk-adjusted capital (RAC) ratio will remain above 10% and its operating
profitability will continue to benefit fromresilient net interest margi ns and
busi ness vol umes. W expect this to translate into sustained outperformance
relative to peers, based on our measure of risk-adjusted profitability.

Downside scenario

We could lower the long-termrating if, in particular, we perceived a decline
in the earnings buffer bel ow 150 basis points or if our projected RACratio
declined bel ow 10% for a |ong period.

Upside scenario

An upgrade of RCl is unlikely because we believe a higher assessment of RCl's
stand-al one credit profile (SACP) is a renpte scenario; it would require a
fundamental shift in RCl's capital or funding strategy. Likew se, an upgrade
of RCl is unlikely in case of a one-notch upgrade of parent Renault, since it
isunlikely by itself to result in an inprovement of RClI's SACP

Ratings Score Snapshot

To From

| ssuer Credit Rating BBB/ St abl e/ A- 2 BBB/ Negat i ve/ A- 2

SACP bbb- bbb-

Anchor bbb+ bbb+

Busi ness Position Weak (-2) Weak (-2)

Capi tal and Earni ngs Strong (+1) Strong (+1)

Ri sk Position Adequat e (0) Adequat e (0)

Fundi ng Bel ow average (-1) Bel ow average (-1)

Liquidity Adequat e Adequat e
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Support 0 0
ALAC Support 0
CGRE Support 0 0
G oup Support 0 0
Sover ei gn Support 0 0
Addi ti onal Factors +1 +1
Related Criteria And Research
Related Criteria
 Bank Rating Methodol ogy And Assunptions: Additional Loss-Absorbing
Capacity, April 27, 2015
e« Bank Hybrid Capital And Nondeferrabl e Subordi nated Debt Mt hodol ogy And
Assunptions, Jan. 29, 2015
e Group Rating Methodol ogy, Nov. 19, 2013
e Quantitative Metrics For Rating Banks d obal ly: Methodol ogy And
Assunptions, July 17, 2013
 Revised Market Ri sk Charges For Banks In Qur Risk-Adjusted Capital
Framewor k, June 22, 2012
e Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011
e Banking Industry Country Ri sk Assessnent Methodol ogy And Assunpti ons,
Nov. 9, 2011
 Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010
« Use O CreditWatch And Qutl ooks, Sept. 14, 2009
e Commercial Paper |: Banks, March 23, 2004
Ratings List
Ratings Affirmed; Qutl ook Action
To From
RClI Banque
DI AC S. A
Counterparty Credit Rating BBB/ St abl e/ A- 2 BBB/ Negat i ve/ A- 2
Certificate OF Deposit
Local Currency A-2 A-2
RCI Banque
Seni or Unsecured BBB BBB
Conmrer ci al Paper A-2 A-2
Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@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
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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

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

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

ratings affected by this rating action can be found on the S& @ obal Ratings

public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum. Alternatively, call one of the follow ng S& G obal

Rati ngs 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) 783-4009.
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