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Overview
• We expect Germany-based leasing company Grenke AG’s risk-adjusted performance to remain 

at a structurally lower level for longer, reducing its capacity to absorb an even weaker macro 
environment in its core markets. 

• We anticipate that Grenke’s loan loss provisions on its receivables will remain close to 250 
basis points (bps) in 2026 and beyond, while we do not expect margins on new business to 
increase.

• We expect Grenke to face headwinds in maintaining the S&P Global Ratings risk-adjusted 
capital (RAC) ratio sustainably above 15% as a result of capital consumption due to its growth 
ambitions. 

• We revised the outlook to negative from stable, reflecting the risk of further weakening 
capacity to absorb increasing losses through earnings and capital. 

• We also affirmed our 'BBB/A-2' long- and short-term issuer credit ratings on Grenke and 
affirmed all issue ratings.

Rating Action
On July 7, 2026, S&P Global Ratings revised the outlook on Germany-based Grenke AG to negative 
from stable. At the same time, we affirmed our 'BBB/A-2' long- and short-term issuer credit 
ratings on Grenke and affirmed all issue ratings. 

Rationale

Structural economic challenges in Grenke’s core markets will continue to weigh on its asset 
quality. We forecast subdued economic growth of approximately 0.4% for Germany, France, and 
Italy in 2026, with a marginal recovery anticipated from 2027 onward. We expect Germany will 
lead this recovery with a growth rate of approximately 1% in 2027, outperforming the other core 
markets. However, the lackluster macroeconomic environment is likely to result in continued 
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elevated corporate insolvency rates, directly affecting risk costs within Grenke’s small and 
midsize enterprise (SME) leasing portfolio. Consequently, we project Grenke’s cost of risk will 
remain elevated, with only a moderate improvement expected from the 258 bps recorded in 2025 
to a range of 230-250 bps throughout 2026 and 2027. The company’s guidance is for a loss rate of 
1.6%-1.7% by year-end 2026, compared with 1.7% in 2025.

In our view, these elevated credit losses reflect a significant shift in the average risk profile of 
Grenke’s client base. We expect the higher expected losses on new business in the current 
environment can only be partially offset by expanding margins on new business. To mitigate 
further credit deterioration and protect the balance sheet, we anticipate that Grenke may 
strategically curtail new business volumes to prioritize higher-quality, lower-risk client segments. 
The granularity of Grenke’s leasing portfolio across clients, objects and regions does not help to 
reduce the structural impact of the weak macroeconomic environment. 

We expect capitalization to remain Grenke's main rating strength, but defending this will be 
more challenging than in the past. Before the pandemic, Grenke had a long history of frequently 
raising capital to support its international expansion and strong growth. The company’s valuation 
as a growth stock made capital increases, stock dividends, or additional Tier 1 (AT1) capital 
attractive routes to fund strong balance sheet expansion. We expect raising capital will be more 
challenging in the current environment and given the company’s weaker equity valuation. 
Grenke's regulatory capitalization remains well above requirements, with a common equity Tier 1 
ratio of 14.4% and a total capital ratio of 17.4% at the end of the first quarter of 2026. However, its 
RAC ratio decreased to 16.15% at year-end 2025 from 19.4% a year before. The sharp drop was 
mostly due to strong leasing portfolio growth, the acquisition of Intesa Sanpaolo Rent Foryou 
S.p.A. in Italy, and a technical impact of revisions on inputs for our RAC ratio.

We forecast our RAC ratio could drop to below 15% by 2028, absent a material improvement in 
profitability and retained earnings or action to raise capital. However, this forecast is sensitive to 
the growth rate of new business. A prolonged slowdown in new business growth could provide 
the necessary timeframe for capital raising initiatives and help to maintain the RAC ratio above 
the 15% threshold for longer. 

Levers to improve capital could have differing effects on the rating, as we consider hybrid 
capital to have less capacity to absorb losses. We note Grenke’s strategic intent to fund 
business expansion through organic cash flow rather than equity issuances. Nevertheless, we 
think selling its treasury shares or issuing AT1 capital may still be options. Our assessment of 
Grenke’s very strong capital and earnings position incorporates its €200 million AT1 capital, which 
we include in our numerator of the RAC ratio. Increasing the volume of hybrid capital alone to 
sustain the RAC ratio above 15% would likely be insufficient to preserve the very strong capital 
and earnings  assessment. 

Grenke intends to focus on improving its return on capital. The company aims to increase its 
return on equity (ROE) after tax to 10% by 2030 from a reported 5.2% in 2025 through a more 
selective and capital-efficient approach to new business and by improving process efficiency. In 
our base case, we forecast that Grenke's return on average common equity will increase to about 
8% by year-end 2028. However, this relies on some modest expansion of the net interest margin, 
leasing portfolio growth of 7%-8% annually, and a modest improvement in its cost income ratio to 
about 53% from 56% in 2025. As a result, we project core earnings for S&P Global Ratings' risk-
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weighted assets (RWA; our measure of risk-adjusted profitability) will increase to 1.2% by year-
end 2028, from 1% in 2025. 

Outlook
The negative outlook on Grenke reflects the weak operating environment in its core markets, 
which could lead to decreasing capacity to cover rising credit losses with pre-provision operating 
income and capital over the next 12-24 months. Structurally elevated credit loss expectations 
reduce the resilience to additional stress. Furthermore, the combination of a depressed share 
price and weak operating environment may constrain Grenke’s ability to manage capital 
effectively, while portfolio growth further pressures our RAC ratio. 

Downside scenario
We could consider a downgrade if Grenke fails to demonstrate a meaningful improvement in 
asset quality performance and, consequently, risk-adjusted profitability. Specifically, this could 
be the case if credit losses do not show a downward trajectory through 2026 and 2027 or if the 
company fails to achieve a sustained and significant improvement in ROE.

We could also consider a downgrade should Grenke’s capitalization weaken, specifically if our 
RAC ratio were to fall sustainably below the 15% threshold.

Upside scenario
We could revise the outlook back to stable if Grenke demonstrates a sustained improvement in 
risk-adjusted profitability, characterized by a clear trajectory toward its 2030 ROE target of 10%. 
Such an improvement would likely require a combination of factors: a reduction in loan loss 
provisions from structurally elevated levels toward long-term historical averages, an expansion of 
risk-adjusted margins in new business segments, and enhanced cost efficiencies.

An outlook revision to stable would also require improved visibility of Grenke’s capital 
management. Specifically, Grenke would need to demonstrate the ability to maintain an RAC 
ratio sustainably above 15%.

Rating Component Scores
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Rating Component Scores

Issuer Credit Rating BBB/Negative/A-2

SACP bbb

Anchor bbb+

Business position Constrained (-2)

Capital and earnings Very Strong (2)

Risk position Adequate (0)

Funding and liquidity Moderate and Adequate 
(-1)

Comparable ratings analysis 0

Support 0

ALAC support 0

GRE support 0

Group support 0

Sovereign support 0

Additional factors 0

SACP--Stand-alone credit profile. ALAC--Additional loss-absorbing capacity. GRE--
Government-related entity.

Related Criteria
• Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, May 

5, 2026

• General Criteria: Hybrid Capital: Methodology And Assumptions, Oct. 13, 2025

• Criteria | Financial Institutions | General: Financial Institutions Rating Methodology, Dec. 9, 
2021

• Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment 
Methodology And Assumptions, Dec. 9, 2021

• General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10, 
2021

• General Criteria: Group Rating Methodology, July 1, 2019

• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

• General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research
• Grenke's Proposed Canadian Bond Issue Assigned 'BBB' Rating, May 12, 2026,

• Grenke’s Proposed Australian Bond Issuance Assigned 'BBB' Rating, Aug. 18, 2025

• Grenke AG, Sept. 25, 2025,

• Bulletin: Grenke AG's Modest Profit Outlook For 2025 Underlines The Cyclical Increase In 
Credit Losses, March 14, 2025,
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• Research Update: Grenke AG 'BBB/A-2' Ratings Affirmed, Despite Uptick In Risk Costs; Outlook 
Remains Stable, Nov. 5, 2024,

Ratings List
Ratings List

Ratings Affirmed; Outlook Action

To From

Grenke AG

Issuer Credit Rating BBB/Negative/A-2 BBB/Stable/A-2

Foreign Currency BBB/Negative/A-2 BBB/Stable/A-2

Ratings Affirmed

Grenke AG

Junior Subordinated BB-

GC Crédit-Bail Québec Inc

GC Leasing Melbourne PTY Ltd

Grenke Finance PLC

Senior Unsecured BBB

Grenke AG

Grenke Finance PLC

Commercial Paper A-2

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in 
our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at 
https://disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further information. A description of each of S&P Global Ratings' rating categories is 
contained in "S&P Global Ratings Definitions" at https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/504352. Complete ratings 
information is available to RatingsDirect subscribers at www.capitaliq.com. All ratings referenced herein can be found on S&P Global Ratings' public website at 
www.spglobal.com/ratings.
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