S&P Global
Ratings

RatingsDirect’

Bulletin:

Credit Foncier's Announced Reorganization Plan
Has No Rating Impact

Primary Credit Analyst:
Francois Moneger, Paris (33) 1-4420-6688; francois.moneger@spglobal.com

Secondary Contact:
Pierre Gautier, Paris (33) 1-4420-6711; pierre.gautier@spglobal.com

PARI' S (S&P d obal Ratings) June 27, 2018--S&P G obal Ratings said today that
its ratings and outl ook on French bank Crédit Foncier de France (CFF

A-/ Positivel A-2) are unaffected by BPCE s announcenent yesterday that it plans
to host a large part of its subsidiary's activities and teans throughout the

group.

BPCE said that it is launching a project geared toward integrating CFF s
activities and teans into the group. Under the plan, CFF will refocus on
managi ng its existing portfolio of loans until their maturity and on
refinancing the group via its subsidiary Conpagni e de Fi nancerment Fonci er
which woul d itself be repositioned mainly to refinancing public sector assets.

The announcenent does not alter our view of CFF's highly strategic inportance
to BPCE. W believe that this reorgani zati on endorses the subsidiary's durable
entrenchnent in the BPCE group. Qur view continues to take into account that
CFF is "affiliated" to the cooperative group under the French Mnetary Code,
according to which the central body, in this case BPCE, is responsible for
taki ng any steps to guarantee the solvency and liquidity of the nmenber banks.
Qur positive outlook on CFF, the group's specialized nortgage |ender, nmirrors
t hat on BPCE

According to BPCE, the decision stens fromits recognition that the pure
real -estate financing nodel is no | onger conpetitive or suited to current
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circunstances, primarily due to the | ack of provision of banking services to
custonmers and to its reliance solely on financial markets for refinancing.
Thi s business nodel, and resulting profitability weakness, has been the mgjor
reason why we have never considered CFF core to BPCE, but rather highly
strategic, despite its substantial size within the group. In line with our
past expectations, we continue to believe that the strong group support we
factor into the ratings on CFF is warranted, and we consider that the decision
further anchors CFF within the group.

Under the new organi zation, the new | oan production for individuals would be
coupled with an offer of banking services to new custoners, and redeployed in
t he Cai sses d' Epargne and Banque Popul aires | ocal banks. The two networks
woul d al so host the corporate financing activities for social housing, while
project and infrastructure financing woul d be redeployed within Natixis. Last,
CFF' s corporate real -estate specialist SOCFI M and real -estate service provider
Crédit Foncier Imobilier would become subsidiaries of BPCE S. A

W will carefully nonitor the devel opnent and execution of the reorganization
In particular, BPCE indicated that the project will be subject to an

i nformati on-consultation process involving the works councils of Crédit
Fonci er and the other rel evant group entities.

Only a rating conmittee may deternmine a rating action and this report does not
constitute a rating action.
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