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Research Update:

Germany-Based GRENKELEASING AG Outlook
Revised To Negative; 'BBB+/A-2' Ratings Affirmed

Overview

e W have observed that Gernany-based GRENKELEASI NG AG ( Grenke) has
experienced sustained |l ending growh in markets w th higher economic
risks.

* In our view, this poses a risk to Grenke's issuer credit rating.

* W are revising our outlook on Genke to negative from stable and
affirm ng our 'BBB+/A-2' ratings on G enke.

 The negative outl ook reflects our view that we might |ower the long-term
rating on Grenke if we saw growth in noncore and hi gher-risk narkets
out paci ng our expectations.

Rating Action

On Dec. 6, 2012--Standard & Poor's Ratings Services revised its outl ook on

Ger many-based financial institution GRENKELEASI NG AG (Grenke) to negative from
stable. At the sane tine, the 'BBB+ long-termand 'A-2' short-term
counterparty credit ratings were affirned.

Rationale

W& have observed a strong double-digit growh of new | easi ng busi ness for
Grenke outside of Germany and Switzerl and--narkets we currently see as the
strongest in ternms of economc risk in Europe--since 2010. New | easi ng

busi ness outside these nmarkets accounts for about 60% of Grenke's total new
busi ness, while we observed overall business growh rates of 14%in the first
ni ne nonths of 2012 conpared with Dec. 31, 2011.

Grenke was able to maintain its superior net interest nargins and kept |oss
rates between 220 basis points (bps) and 250 bps, which is a level in |ine
wi th our expectation during this growh phase. The outl ook revision stens from
our view that we could I ower the long-termcounterparty credit rating (issuer
credit rating; ICR) on Genke due to its growh in higher-risk markets. In
addition to that, we use risk weights to determi ne our risk-adjusted capital
(RAC) ratio for issuers. The higher risk weights corresponding to the

hi gher-ri sk markets where Grenke's growth is nost preval ent coul d push the
projected RAC ratio to a |l evel below 15% However, we currently project that
Grenke's RAC ratio will stay slightly above the 15%threshold until 2014
because we believe Grenke's nanagenent will naintain its current very strong
capital and earnings position through ongoing retention of earnings and a
potential extraordinary capital increase.
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Research Update: Germany-Based GRENKELEASING AG Outlook Revised To Negative; 'BBB+/A-2' Ratings
Affirmed

W regard Grenke as a bank under our criteria, because it owns a fully
consol i dat ed bank subsidiary, G enkeBank (not rated), and is a nmenber of the
German deposit protection schene, subject to full banking regul ation
and- - nmost i nmportantly--because it has potential access to European Central
Bank fundi ng.

Qur ICR on Grenke reflects its 'a-' anchor, as well as our view of the
conpany's "weak" business position, "very strong" capital and earnings,
"moderate” risk position, "below average" funding, and "adequate" liquidity,
as our criteria define these terms. The stand-al one credit profile (SACP) is
' bbb' .

The 1 CR on Grenke is one notch higher than the 'bbb'" SACP, based on its

sustai ned and projected outperformance in its peer group, as seen inits
superior capital buffer of around 450 bps, which conpares favorably w th peers
at the sane rating |evel.

Outlook

The negative outl ook reflects the Iikelihood of a downgrade if G enke's
further business expansi on would conti nue to weaken the conpany's overal
econom c risk profile and could therefore lead us to lower its anchor to
"bbb+' from'a-', potentially resulting in a one-notch cut to the ICR At the
sane time, we could further lower the ICRIif, due to the aforenentioned

busi ness growt h, we expected Standard & Poor's RAC ratio for Grenke to drop
sustai nably below a threshold of around 15% Each trigger could result in a
one- not ch downgrade, which neans a potential two-notch downgrade in an adverse
scenario. In addition, we mght also lower the ICRif the econom c conditions
inits major nmarkets were to weaken further

We woul d revise the outlook to stable if we perceived that the portion of

G enke's | ending exposures to | ess favorabl e econom ¢ markets woul d reduce and
that at the sane tine the RAC ratio would remai n consi derably above 15%

Ratings Score Snapshot

| ssuer Credit Rating BBB+/ Negati ve/ A- 2
SACP bbb
Anchor a-
Busi ness Position Weak (-2)
Capi tal and Earni ngs Very strong (+2)
Ri sk Position Moderate (-1)
Fundi ng and Liquidity Bel ow average and Adequate (-1)
Suppor t 0
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Research Update: Germany-Based GRENKELEASING AG Outlook Revised To Negative; 'BBB+/A-2' Ratings

Affirmed
GRE Support 0
G oup Support 0
Sover ei gn Support 0
Addi ti onal Factors 1

Related Criteria And Research

 Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

* Banking Industry Country Ri sk Assessment Methodol ogy And Assunpti ons,
Nov. 9, 2011

» Banks: Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

Ratings List

Credi t Wt ch/ Qut I ook Action; Ratings Affirned

To From

GRENKELEASI NG AG

Counterparty Credit Rating BBB+/ Negat i ve/ A- 2 BBB+/ St abl e/ A- 2
Rati ngs Affirned
GRENKELEASI NG AG

Conmrer ci al Paper A-2
Grenke Finance PLC

Seni or Unsecur ed* BBB+

Conmer ci al Paper* A-2

*Q@uar ant eed by GRENKELEASI NG AG

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDirect on
the A obal Credit Portal at www gl obal creditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's 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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