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OVERVI EW

e On Dec. 19, 2012, we placed the |long-and short-termratings on Comnpagni e
de Financenment Foncier (CFiF)'s SCF (societe de credit foncier) covered
bond program on CreditWatch negative followi ng a review of the progress
the program had nade toward neeting our updated criteria for assessing
counterparty risk by Jan. 11, 2013.

 The issuer has continued to renegotiate its derivative docunentation to
bring these agreenents in line with the structural features for
counterparty replacenment outlined in our current or previous counterparty
criteria. We understand CFiF is still pursuing this initiative.

* On Dec. 28, 2012, CFiF also nmade a public commitnent that mitigates the
i medi ate i nmpact of the updated counterparty criteria on the rating on
the program In particular, it has conmmitted to taking action on swaps
that do not follow a replacenment framework commensurate with our
counterparty criteria should the short-termissuer credit rating (I CR
on its parent, BPCE, fall below 'A-1".

* W have reviewed the credit and cash flows of the transaction after
appl ying the new counterparty criteria. Followi ng these results, we are
affirm ng and renoving from Credi t Wat ch negative our ' AAA/ A-1+ | ong- and
short-termratings on the covered bonds issued under CFi F's SCF program
The outl ook on these covered bonds is stable.
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today affirned and renmoved from Credi t Watch negative its ' AAA A- 1+ |ong- and
short-termratings on the covered bonds issued by Conpagni e de Fi nancenent
Foncier (CFiF) under its SCF program The outl ook is stable (see |ist bel ow).

On Dec. 19, 2012, we placed the program on CreditWatch negative based on the
execution risk follow ng our review of the progress nade toward neeting our
updated criteria for assessing counterparty risk by Jan. 11, 2013, especially
around derivatives obligations.

In particular, unsubordi nated term nati on paynents could be due by CFiF to the
counterparty, should the contract end prenaturely. These are not mtigated by
a replacenent franework in line with Standard & Poor's nethodol ogy for a
nunber of swaps in the transaction, covering nore than 5% of the anpount of
privileged liability. According to paragraph 36 of "Covered Bonds Counterparty
And Supporting Obligations Methodol ogy And Assunptions,” this constrains the
rating to one notch above the rating on the issuer

Al so, the additional ternination event |anguage (ATE), which gives the issuer
the option to terminate the swap agreenent if there is no nutually accepted
repl acenent, and which is present in nost of the transaction's swaps, had not
yet been clarified in line with paragraph 38 of "Covered Bonds Counterparty
And Supporting Cbligations Methodol ogy And Assunptions.” This leads us to
consi der that these swaps do not have a replacenent framework in line with our
nmet hodol ogy.

We understand that since Dec. 19, 2012, the issuer has continued to
renegoti ate the docunmentation for its derivatives agreenents to bring themin
line with a replacenment framework that follows structural features outlined in
the current counterparty criteria or reflects previous counterparty criteria,
but as of today, the renaining notional anpbunt as a percentage of the

out st andi ng covered bonds renai ns above 5%

Mor eover, on Dec. 28, 2012, the issuer published the follow ng conmitnents on

its Wb site:

e For swap contracts with an ATE provision: upon the ATE trigger being hit,
the issuer commits to find a replacenent, take over the derivative
obligation, or increase the overcollateralization to address unhedged
risk within 60 cal endar days.

 For the unsubordinated term nation costs in swap contracts with no
Standard & Poor's replacenent framework: if BPCE is no |onger rated
"A-1', the issuer undertakes to replace or amend the swap contracts
(including contractual subordination of swap term nation paynents) to
bring the notional anmount of such swaps bel ow 5% of the outstanding
privileged liability within 60 days.

These commitments mitigate the risk of an inmedi ate constraint on the rating
on the programto one notch above the ICR on CFiF.

HEDGES W TH RELATED AND UNRELATED COUNTERPARTI ES
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Swap contracts with related entities of the issuer's group have been updated
to reflect our latest counterparty criteria. The benefit of these swaps is
therefore reflected in the cash flow anal ysis.

We do not give benefit to swap contracts with unrel ated counterparties which
do not have a Standard & Poor's replacenment framework, and therefore the cash
flows remai n unhedged and exposed to forei gn exchange and interest rate risk
in our cash flow nodels.

Swap contracts with unrelated counterparties which foll ow previous Standard &
Poor's counterparty criteria or the current counterparty criteria with
variants have been anal ysed in accordance wi th paragraph 7 of the covered bond
counterparty criteria. Because the single unrelated counterparty concentration
is below 25% the applicable I1CR on the unrel ated derivative counterparties is
inthe "AAA" to "A' group, and the ICR on the issuer is in the 'AAA to 'A'
group, there is no constraint on the maxi numuplift achi evabl e by the program

CASHFLOAS RUN W TH ' AAA" STRESSES

We affirnmed our ratings on CFiF's covered bonds foll owi ng our review of the
| atest cash flow information provided (as of Sept. 30, 2012). This now
excludes the benefit of swaps without a Standard & Poor's repl acenent

f ramewor k.

Fol l owi ng the application of our five-step approach for rating covered bonds,
we have assessed the current asset-liability nmismtch (ALMM risk nmeasure, the
program s categorization, the maxi num potential covered bond ratings uplift,
the cash flow and market value risk, and the credit enhancenent provided.

The key results of this assessnent are:

Classification of ALMV Low
Pr ogram cat egori zati on 1
Maxi mum potential ratings uplift (notches) 7
Maxi mum potential rating AAA
Target credit enhancement (% 14.5
Avai |l abl e credit enhancenent (9% * 18.1
*We cal cul ate the current enhancenent as (assets — liabilities)/liabilities.

VWhen determ ning the program categorization, we consider primarily our view of
the jurisdiction of a programand its ability to access external financing or
noneti ze the cover pool. We then assign the covered bonds to one of three

di stinct categories. Under our criteria, to achieve the nmaxi num potentia
nunmber of notches of uplift, the available credit enhancenment needs to be
commensurate with the target credit enhancenent.

Fol | owi ng our analysis, and given our view of the French SCF | egal franework,
we have categorized CFiF's covered bonds in category "1" and deternined a
"l ow' ALMM cl assification. Under our criteria for rating covered bonds, this
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conbi nati on enables us to assign to the covered bonds a nmaxi mum potenti al
ratings uplift of seven notches above our long-termI|ICR Qur assessment of the
external swap counterparties shows that currently it does not affect the

maxi mum nunber of notches uplift achievable by the program

We believe that the cover pool can support a 'AAA rating on CFi F's covered
bonds i ssued under its SCF covered bond program This reflects our assessnent
of the target credit enhancenent, conbined with the available credit
enhancenent for the covered bonds. W have consequently affirmed and renoved
from Credi tWatch negative our 'AAA/A-1+ |ong- and short-termratings on these
cover ed bonds.

As the programuses only five of the seven notches of potential uplift above
the ICRto achieve its current rating, we have al so assigned a stabl e outl ook
to the ' AAA/A- 1+ long- and short-termratings on CFi F's covered bonds and
program

RELATED CRI TERI A AND RESEARCH

Rel ated criteria

 Counterparty R sk Framewor k Met hodol ogy And Assunptions, Nov. 29, 2012

* Covered Bond Ratings Framework: Methodol ogy And Assunptions, June 26,
2012

* Covered Bonds Counterparty And Supporting Obligations Methodol ogy And
Assunptions, My 31, 2012

» Gobal Investnment Criteria For Tenporary lnvestnments In Transaction
Accounts, May 31, 2012

» Assessing Asset-Liability Msmatch Risk In Covered Bonds: Revised
Met hodol ogy And Assunptions For Target Asset Spreads, April 24, 2012

 Nonsoverei gn Ratings That Exceed EMJ Soverei gn Ratings: Methodol ogy And
Assunptions, June 14, 2011

e Principles O Credit Ratings, Feb. 16, 2011

« Advance Notice OO Proposed Criteria Change: Methodol ogi es And Assunptions
For Rating Certain Covered Bonds And CDGs, Aug. 5, 2010

* Revised Methodol ogy And Assunptions For Assessing Asset-Liability
M smatch Ri sk I n Covered Bonds, Dec. 16, 2009

e Met hodol ogy And Assunptions: Update To The Cash Flow Criteria For
Eur opean RMBS Transacti ons, Jan. 6, 2009 (not applicable for UK
pr ogr ans)

» Met hodol ogy And Assunptions: Update To The Criteria For Rating French
Resi dential Mbortgage-Backed Securities, Jan. 6, 2009

e European Legal Criteria For Structured Finance Transactions, Aug. 28,
2008

e Met hodol ogy & Assunptions: Applying The Derivative Counterparty Franework
To Covered Bonds, Feb. 26, 2008

* Revised Framework For Applying Counterparty And Supporting Party Criteria,

May 8, 2007

* CDO Spotlight: Rating Approach To Synthetic CDOs OF Sovereigns O Local
And Regi onal Governnents, May 3, 2006

e Cash Flow Criteria for European RMBS Transactions, Nov. 20, 2003 (not
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applicable for U K. prograns)

e Surviving Stress Scenari os: Assessing Asset Quality of Public Sector
Covered Bond Col |l ateral, Sept. 30, 2003

e Criteria for Rating French Residential Mortgage-Backed Securities, July
16, 2003

e Swap Counterparty Requirenents Expanded For Interest Rate Swaps, May 19,
2000

e Standard & Poor's Develops Criteria for Rating Obligations Fonci éres, My
5, 2000

Rel at ed research

» Conpagni e de Fi nancenent Fonci er Covered Bond Program On Watch Neg On
Review Of Progress In Meeting Updated Criteria, Dec. 19, 2012

e« AlListing O S&' s New Actions Ained At Strengthening The Ratings Process,
Feb. 7, 2008

Rel ated articles are available on RatingsDirect. Criteria, presales, servicer
eval uations, and ratings information can al so be found on Standard & Poor's
Wb site at www. st andar dandpoors.com Alternatively, call one of the follow ng
Standard & Poor's nunbers: Cient Support Europe (44) 20-7176-7176; London
Press Office (44) 20-7176-3605; Paris (33 1-4420-6708; Frankfurt (49)

69- 33-999- 225; Stockhol m (46) 8-440-5914; or Moscow (7) 495-783-4011.

RATI NGS LI ST

Rati ngs Affirnmed/ CreditWatch Action

Pr ogram To From
Conpagni e de Fi nancenent Foncier AAA/ Stable AAA/ Vit ch Neg
A-1+/ Stabl e A-1+/ Wat ch Neg

Country: France Covered bond type: Obligation Fonciere

Additional Contact:
Covered Bonds Surveillance; CoveredBondSurveillance@standardandpoors.com
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