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Research Update:

France-Based SEB S.A. 'A-2' Short-Term Rating
Affirmed Following Acquisition Of WMF Group

Overview

e SEB has announced that it has agreed to acquire WWMF for €1.6 billion
i ncludi ng the assunption of debt, to be financed with cash on the bal ance
sheet and new debt issuance.

e Although this will increase the group's debt and weaken its debt
protection nmetrics, we believe that SEB will be able to del everage over
the mediumterm owing to its strong track record in free cash fl ow
gener ati on.

e« W are therefore affirmng our 'A-2' short-termrating on SEB.

Rating Action

On May 31, 2016, S&P dobal Ratings affirnmed its 'A-2' short-term corporate
credit rating on France-based small donestic appliances manufacturer SEB S. A

Rationale

This follows SEB' s acquisition of the German group WMF, which will increase
the group's fully adjusted ratio of debt to EBI TDA to above 3x i medi ately
after the transaction conpl etes, before declining to the 2x-3x range over the
next two years. We do not expect this will have an inpact on the short-term
rati ng. However, we have revised downward our assessnent of the group's
financial risk profile.

We believe that the acquisition of WW will widen SEB' s strategic product
scope to include professional automated coffee machines. It will also further
enhance its geographic diversification through direct exposure to the Gernan
mar ket, where WMF has a wel | -established position and recogni zed brands. WWF's
operations should benefit from SEB's strong research and devel opnent
capability, but also fromits |owcost nmanufacturing facilities in China. In
particular, WVMF's profitability should benefit from greater operating
efficiencies in its nore conpetitive cutlery and tabl eware division. The
cross-fertilization stenming fromthis acquisition should also enable SEB to
attain sone new technol ogies especially within the area of automated coffee
machi nes. On a smaller scale, SEB has recently acquired a Gernman househol d
products specialist, EMSA, as part of its strategy to expand in both the

i mportant Gernan market and in the overall kitchen utensils and food storage
contai ners space. SEB has established a track record of successful integration
of acquisitions, as denonstrated by the operational turnaround of the Mulinex
portfolio of brands in France and the nore recent integration of Supor in

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MAY 31, 2016 2

1645960 | 302204998



Research Update: France-Based SEB S.A. 'A-2' Short-Term Rating Affirmed Following Acquisition Of WMF Group

Chi na. However, despite these positive factors, the group is still relatively
nodest in size and | acks sonme product diversification conpared to peers. W
therefore continue to assess the group's business risk profile confortably
within the satisfactory category.

We forecast that, after the acquisition of WW, SEB's fully adjusted
debt-to-EBITDA rati o should stay bel ow 3x on a five-year weighted-average
basis. This is owing to the group's solid free cash flow generation and its
financial policy, which targets near-term debt repayment. Qur base-case
financial scenario factors in a gradual inprovenent in our adjusted
debt-to-EBITDA ratio from3.3x in 2016 to 2.4x in 2018. Fromthe liquidity
st andpoi nt, SEB has already secured a bridge |oan |argely covering the
acqui sition price.

In our base case, we assune:

e Consolidated revenue post the WMF acquisition of about €6 billion in
2016.

e Adjusted EBITDA in the €675 nillion-€700 nillion range in 2016, slightly
i mproving to above €725 nmillion in 2017.

e A slight enhancenent of the group's adjusted EBI TDA nargin in 2016 by
only 10 basis points (bps), although we forecast a gradual inprovenent
from11l. 7% in 2016 to 13.2%in 2020 stemmi ng fromfurther rationalization
in production costs and other cost-reduction initiatives.

* Annual working capital outflow of about €40 nmillion in 2016, excl uding
the WWF acquisition, and €300 mllion after consolidation of WWMF worKki ng
capital

 Capital expenditures (capex) of about €200 mllion in 2016, increasing to
€250 million in 2017.

e €90 million of dividend distribution, although the conpany has not
provi ded gui dance.

Based on these assunptions, we arrive at the following credit neasures:

* An adjusted EBITDA nmargi n of about 11.7%in 2016.

* An adjusted debt to EBI TDA of about 3.3x in 2016, inproving to 2.4x in
2018 and returning to 1.5x in 2020 (the sane level as in 2014).

* An adjusted debt to EBITDA bel ow 3x on a five-year wei ghted-average
basi s.

* Funds from operations (FFO of 37%on a five-year wei ghted-average basis.

Liquidity
We continue to assess SEB's liquidity position as of March 31, 2016, as
strong, which factors in a ratio of liquidity sources to uses to above 1.5x

over the next 12 nonths, remaining above 1.0x over the subsequent 12-nonth
peri od.

Principal liquidity sources are:
* Alnpbst €550 nmillion of annually generated FFO
* €1 billion cash and short-terminvestnments as of Dec. 31, 2015.

* €610 million undrawn bank credit lines available with nmore than 12 nonths
of maturity, conprising a €560 mllion renewed syndicated facility
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maturi ng in Decenber 2020 and a bilateral |oan of €50 million naturing in
2017.

e €490 mllion of comercial paper (CP) avail able under a €600 mllion CP
program

* A bridge loan largely covering the acquisition price.

Principal liquidity uses are:

e €623 million of debt maturities conprising comercial paper (CP) for an
out st andi ng anount of €110 million, bond repaynent of €300 nillion, €40
mllion of "Schul dschein"” repaynent, and €173 nmillion of other short-term
debt .

e €200 million in capex.
e €90 nmillion in dividend distribution, although no gui dance has been
provi ded.

* €300 mllion of working capital outflow |linked to the WWF acqui sition.
e Atotal amount of €1.645 billion paid for acquisitions (W, EMSA).

Ratings Score Snapshot

Corporate Credit Rating: --/--/A-2

Busi ness risk: Satisfactory

e Country risk: Internediate

e Industry risk: Internediate
 Conpetitive position: Satisfactory

Fi nancial risk: Intermnediate
 Cash flow Leverage: Internediate

Related Criteria And Research

Related Criteria

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks - Septenber 14, 2009

 CGeneral Criteria: Methodol ogy For Linking Short-Term And Long- Term
Rati ngs For Corporate, |Insurance, And Sovereign |ssuers - May 07, 2013

e Criteria - Corporates - Ceneral: Methodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers - Decenber 16, 2014

e Criteria - Corporates - Industrials: Key Credit Factors For The Consuner
Dur abl es Industry - Decenber 12, 2013

e Criteria - Corporates - Ceneral: Corporate Mthodol ogy: Ratios And
Adj ustnments - Novenber 19, 2013

e CGeneral Criteria: Methodol ogy: Industry Risk - Novenmber 19, 2013

e Criteria - Corporates - Ceneral: Corporate Methodol ogy - Novenber 19, 2013

* Ceneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers - Novenber 13, 2012

e CGeneral Criteria: Country Ri sk Assessment Met hodol ogy And Assunptions -
Novenber 19, 2013
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Ratings List

Rati ngs Affirned

SEB S. A
Corporate Credit Rating --l--1A-2
Conmrer ci al Paper A-2

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

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings 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 nformati on. Conplete ratings information is available to subscribers of

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

ratings affected by this rating action can be found on the S& d obal Ratings
public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum. Alternatively, call one of the followi 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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