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Wendel

Major Rating Factors

Strengths:

• Generally good creditworthiness of key listed investments.

• Improving debt maturity structure and adequate liquidity position.

• Financial flexibility provided by listed shareholdings.

• Improved corporate governance and less aggressive risk tolerance.

Corporate Credit Rating

BB-/Stable/B

Weaknesses:

• Still high financial gearing.

• Dependence of portfolio values on volatile and unpredictable stock markets.

• Margin call exposure on banking debt related to Saint-Gobain.

• Slightly reduced portfolio diversification following the recent disposal of Stallergenes.

Rationale

The ratings on France-based investment holding company Wendel reflect Standard & Poor's Ratings Services'

assessment of its financial risk profile as "aggressive" and of its business risk profile as "satisfactory."

Wendel's investment portfolio was worth about €8.3 billion on Nov. 23, 2010 net of the Saint-Gobain shares

protected by puts. The group's investment portfolio mainly includes three listed assets representing almost 90% of

the group's portfolio value: Compagnie de Saint-Gobain (Saint-Gobain, BBB/Stable/A-2), in which Wendel holds a

17.5% interest; Bureau Veritas (not rated), 52% owned; and Legrand S.A. (Legrand; BBB/Stable/A-2), 19.4%

owned. Majority stakes in three much smaller and highly leveraged unlisted corporate entities--Materis, Stahl, and

Deutsch--round out Wendel's portfolio.

High gearing and an aggressive financial risk profile remain the main rating constraints for Wendel, in our view. A

substantial portion of the shares held in Saint-Gobain, Legrand, and Bureau Veritas (worth about €4.0 billion on

Nov. 30, 2010, according to our calculations) are still pledged to secure €3.7 billion bank debt. The group originally

raised the debt in 2007, to finance the acquisition of the Saint-Gobain stake at historically high share prices. This

debt continues to weigh on Wendel's financial profile and constrains the group's financial flexibility.

Key business and profitability developments

In 2010, Wendel concluded sizable disposals and pursued its efforts to streamline its capital structure. In September,

Wendel sold a 5.5% stake in Legrand for €346 million in cash proceeds and in November the group received €359

million from its full disposal of Stallergenes, in which it had a 46% stake.

The strong ability to generate cash in 2010 and the generally sound and stable creditworthiness of Saint-Gobain,

Bureau Veritas, and Legrand support the quality of Wendel's portfolio. All three companies are listed, and Wendel's

only controlling stake is in Bureau Veritas. We consequently view the portfolio's liquidity as adequate.

Low diversity remains the main weakness of Wendel's portfolio, in our opinion, Wendel's three main stakes

amounting to nearly 90% of our estimated value of its holdings on Nov. 23, 2010. Wendel's other assets are
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majority equity interests in its unlisted subsidiaries, namely Materis, Stahl, and Deutsch. All three are still highly



addition, Wendel has €900 million available under the Saint-Gobain bank financing agreements containing margin
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Table 1

Wendel SA Investment Portfolio (cont.)

OTHER (puts, commitments) 197

TOTAL PORTFOLIO 8,293

Gross debt¶ 5,568

Cash (1,944)

Net debt 3,624

Loan-to-value (%) 43.7

Net debt to listed assets (%) 49.5

*Value shown net of Saint-Gobain shares protected through puts. ¶Excluding €970 million Saint-Gobain related debt without margin call protected through puts.

Rating Methodology: Focus On Financial Flexibility

We classify Wendel as an operating holding company because its business is largely to hold and manage financial

investments in listed, or unlisted, equity stakes. In our opinion, equity investments such as ordinary shares are

generally high risk. The main risk is that an underlying company could become insolvent, which would lead to a

total loss on the equity investment. We understand equity instruments also fluctuate widely in value, as a function of

company performance, investor appetite, stock liquidity, and macroeconomic factors, such as interest rates and the

global economic outlook. We believe this leads to sometimes highly volatile swings in asset values, as seen in global

stock markets over recent years.

As a result, our business risk profile on an operating holding company is based primarily on an assessment of its

portfolio characteristics:

• Portfolio quality. We generally measure this by assessing the creditworthiness of companies in the portfolio;

• Portfolio liquidity. We assess this according to the ease with which the group could liquidate assets in a very short

time period without significant discounts to asset value; and

• Portfolio diversification. When analyzing a portfolio's diversity, we take into account the number of stocks, size

of individual holdings, companies operating in different industries, and geographic exposure.

We consider other important factors to be a company's willingness to sell assets, if needed, and its ability to extract

ongoing profit from its portfolio. (For more information about our methodology for rating investment holding

companies like Wendel, see "Rating Methodology for European Investment Holding and Operating Holding

Companies," published May 28, 2004.)

Business Risk Profile: Satisfactory, Based On Adequate Investment Portfolio
Characteristics

Supporting Wendel's satisfactory business risk profile are:

• The sound and stable creditworthiness of Saint-Gobain, Bureau Veritas, and Legrand, and all three companies'

strong ability to generate free cashflow in 2010.

• The listed nature of its three main investments. Saint-Gobain, Bureau Veritas, and Legrand are publicly listed on

the French stock exchange and Wendel's only controlling stake is in Bureau Veritas. We consequently view the

portfolio's liquidity as adequate. Wendel's willingness and ability to sell is tested with sizable disposals concluded
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• A high level of encumbered assets. A substantial portion of the shares held in Saint-Gobain, Legrand, and Bureau

Veritas (worth about €4.0 billion on Nov. 30, 2010, according to our calculations) are still pledged to secure €3.7

billion bank debt. The group originally raised the debt in 2007 to finance the acquisition of the Saint-Gobain

stake at historically high share prices. This debt continues to weigh on Wendel's financial profile and constrains

the group's financial flexibility.

These weaknesses are moderated by:

• Improved corporate governance since the CEO change in early 2009 and a stricter risk tolerance policy. We

anticipate that Wendel's financial policy will continue to focus on steady deleveraging at the holding company

level and extension of its debt maturity profile. We fully factor in the fact that debt at operating subsidiaries will

remain nonrecourse to and will not be cross defaulted with Wendel's debt.

•



Some litigation continues over the group's communication and public disclosures in relation to its investment in

Saint-Gobain in 2007, but related risks are minimal: a €1.5 million first-instance penalty that the French market

authority imposed on Wendel in early 2011 is currently under appeal.
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Ratings Detail (As Of January 18, 2011)*

Wendel

Corporate Credit Rating BB-/Stable/B

Senior Unsecured (6 Issues) BB-

Corporate Credit Ratings History

19-Jul-2010 BB-/Stable/B

12-Feb-2009 BB/Negative/B

09-Oct-2008 BB+/Watch Neg/B

13-Aug-2008 BBB-/Negative/A-3

25-Jun-2008 BBB-/Watch Neg/A-3

17-Apr-2008 BBB-/Negative/A-3

25-Jan-2008 BBB-/Watch Neg/A-3

21-Jan-2008 BBB/Watch Neg/A-2

08-Nov-2007 BBB/Stable/A-2

27-Sep-2007 BBB+/Watch Neg/A-2

Business Risk Profile Satisfactory

Financial Risk Profile Aggressive

Debt Maturities

On Nov. 30, 2010:
2011: €881 mil. (of which €545 mil. no margin call Saint-Gobain debt)
2012: €425 mil. (of which €425 mil. no margin call Saint-Gobain debt)
2013: €431 mil.
2014: €1,694 mil.
2015: €1,660 mil.
2016: €700 mil.
2017: €700 mil.

*Unless otherwise noted, all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard

& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country.

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

Additional Contact:
Industrial Ratings Europe; CorporateFinanceEurope@standardandpoors.com
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
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