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Research Update:

France's RCI Banque Ratings Lowered To
'BBB-/A-3' From 'BBB/A-2' Following
Downgrade Of Renault; Outlook Is Stable

Overview

e« Gven that RCl is a car finance captive, its fortunes depend on its
parent, Renault, which we downgraded today.

e W are lowering our ratings on RCl Banque to 'BBB-/A-3'" from'BBB/ A-2';
the outl ook is stable.

W are widening the rating differential between Renault and RCl, as we
bel i eve the bank is a fundanentally healthy institution that has al ready
received and will continue to receive, in our view, systenic support from
authorities.

» The outlook is stable, reflecting that on Renault.

Rating Action

On June 19, 2009, Standard & Poor's Ratings Services |lowered its ratings on
RCI Banque to 'BBB-/A-3'" from'BBB/A-2'. The outlook is stable.

Rationale

RCl's one-notch downgrade reflects today's rating action on its sol e parent
and busi ness provider, French carnmaker Renault S.A (BB/Stable/B; see "French
Car maker Renault Downgraded To 'BB/B' On Bl eak Auto Demand In 2010; Qutl ook
Stabl e"), which we downgraded by two notches.

We have been rating RCl one notch above the long-termrating on Renault
for sone time based on our view of: the bank's stronger and nore resilient
financial profile, independent refinancing strategy, regulated banking status,
and insolvency laws that do not require bankruptcy proceedings to extend from
the parent to the subsidiary (see the criteria article, "Regulation Benefits
Rati ngs On European Autonmakers' Captive Finance Subsidiaries,"” published May
18, 2006).

We decided today to widen the rating differential between the two
conpanies to two notches. This action reflects our opinion that RCl is a
heal t hy bank with nbderate system c inportance in France, as a | arge bond
i ssuer and pivotal entity supporting the donmestic autonotive sector--where it
financed the sale of nmore than 32% of new Renault cars in France in 2008. Qur
action also takes into account our view that French authorities are supportive
to the banking system RCl, |ike peer Banque PSA Fi nance (BPF;

BBB/ Negati ve/ A-2), has already benefited fromnaterial system c support since
Cct ober 2008 and the beginning of the capital narkets dislocation, in the form
of liquidity provision fromFrench authorities. W expect the bank to receive
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addi ti onal system c support if needed. This should allow, in our view, a
stabilization of the bank's creditworthiness in the investnent-grade category
even if conditions on the whol esal e and auto markets remai n depressed | onger
that we currently anticipate. Therefore, we consider RCl as a
government-rel ated entity (GRE) under our nethodol ogy, allowi ng us to w den
the gap with the parent to nore than one notch

We expect RCI's intrinsic financial profile to remain satisfactory amd
turbulent times. Despite lower financings and rising |loan losses in a
recessi onary context, we expect the bank to remain solidly in the black in
2009 and 2010, even if a double-digit decline in core earnings in absolute
terns cannot be ruled out in either year. Specifically, we believe the bank
will continue to be a material contributor to parent Renault. The bank's
liquidity position is adequate, although RCI's whol esal e-funding nature is a
rati ng weakness. The bank tapped the nonguaranteed bond market three tinmes in
May and June 2009 with two bond issues and a tap issue for a total of €1.5
billion, preserving its ability to prefund liabilities for a nore than
si x-nmonth period, assunming no roll-over of debt outstanding and while
continuing to produce loans. In addition, we view RCl's capitalization as
adequat e under our risk-adjusted capital framework for financial institutions,
with a 6.9%ratio at year-end 2008 (see article: "Mthodol ogy And Assunpti ons:
Ri sk- Adj usted Capital Framework For Financial Institutions," published Apri
21, 2009.)

Outlook

The stable outlook reflects that on the parent. A downgrade of the parent
woul d put pressure on the ratings on RCl without automatically entailing a
paral | el downgrade. In that case, we woul d reassess the bank's

credi tworthi ness, and determ ne whether system c support goes beyond what we
have seen so far and is sufficiently high--and sustainable--to maintain the
bank in the investnent-grade category. The key netrics we follow to assess the
resilience of the bank's stand-alone credit profile will remain risk-adjusted
profitability, capital, and liquidity position, which we do not expect to fal
materially below their current |evels.

Related Research

e "Regul ation Benefits Ratings On European Automakers' Captive Finance
Subsi di aries," May 18, 2006

« "Met hodol ogy And Assunptions: Risk-Adjusted Capital Framework For
Fi nancial Institutions," April 21, 2009
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Counterparty Credit Rating BBB-/ St abl e/ A-3 BBB/ Negat i ve/ A- 2
Certificate OF Deposit BBB-/ A- 3 BBB/ A- 2

NB: This list does not include all ratings affected.
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Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com

Ratings information is available to RatingsDirect subscribers at

www. ratingsdirect.com It can also be found on Standard & Poor's public Wb
site at www. st andardandpoors. com sel ect your preferred country or region,
then Ratings in the left navigation bar, followd by Find a Rating.
Alternatively, call one of the follow ng Standard & Poor's nunbers: dient
Support Europe (44) 20-7176-7176; London Press O fice (44) 20-7176-3605; Paris
(33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm (46) 8-440-5914; or
Moscow (7) 495-783-4011.
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