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Research Update:

Dutch Bank LeasePlan 'BBB+/A-2' Ratings
Affirmed On Improved Business Stability, Off
CreditWatch; Outlook Stable

Overview

« W believe that the stability and resilience of LeasePlan's business
nodel has inproved over the past five years.

« W now assess LeasePlan's stand-alone credit profile (SACP) at 'bbb' and
continue to believe that it is a "noderately strategic" subsidiary of
Vol kswagen AG (VW .

« W have consequently affirmed our |long- and short-termratings on
LeasePl an at 'BBB+/ A-2' and renoved them from CreditWatch negati ve.

e The stable outlook reflects our expectations that the bank will remain an
i mportant investnment for VWand that it can maintain its strong
capitalization and prevent any deterioration in asset quality.

Rating Action

On Dec. 18, 2014, Standard & Poor's Ratings Services affirmed the |ong- and
short-termcounterparty credit ratings on Dutch bank LeasePl an Corporation

N. V. at 'BBB+/ A-2', and renoved themfrom CreditWatch with negative

i mplications, where they were placed on Sept. 29, 2014. The outlook is stable.

Rationale

The ratings affirmation reflects our view that LeasePl an has inproved the
stability and resilience of its business nodel by lowering its overall risk
profile and confidence sensitivity. Since 2009, the bank has strengthened its
capitalization, taken neasures to better nanage residual value risk, and
reduced its reliance on whol esal e fundi ng.

Specifically, in our view, LeasePlan's narrow focus on the |easing business in
the highly cyclical autonotive sector is substantially mitigated by:

« The bank's | eading global position in comercial auto fleet |easing;

» Adequately diversified and sustai nabl e sources of revenues;

 Denonstrated ability to build capital through retained earnings;

* Inmproved managenent of residual value risk; and

e Aless confidence-sensitive funding profile.

We have consequently revised our assessnent of LeasePlan's SACP to 'bbb' from
"bbb-'. We have notably revised upward our business position score to
"noderate" from"weak," as our criteria define these terns.
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Research Update: Duich Bank LeasePlan 'BBB+/A-2' Ratings Affirmed On Improved Business Stability, Off
CreditWatch; Outlook Stable

We expect that LeasePlan will remain a |eading global fleet and vehicle
management conpany. Wth a fleet size of 1.4 mllion vehicles, LeasePlan has
strong positions in nost of the 32 countries where it operates. W expect the
bank will maintain its | eadership thanks to profitable growmh of its fleet,
either organically or through small acquisitions.

We view LeasePl an's revenue streans as adequately diversified by geography and
sources. LeasePlan's diversification of revenues per country is nuch nore
granul ar than for its rated auto finance and | easi ng conpany peers. The bank's
non-i nterest inconme represents around two-thirds of revenue and adds a
counter-cyclical elenent to LeasePlan's revenue profile. Plus, we believe that
LeasePl an's non-captive busi ness nodel, good brand awareness, and

| ong-standi ng rel ationships with custonmers and partners support revenue
stability.

We believe LeasePl an's above-average profitability allows for steady organic
capital build. We thus expect LeasePlan's capitalization to remain strong,
with our ratio of risk-adjusted capital (RAC) growi ng toward 12.5% 13. 0% by
2016. W calculate the bank's five-year average core earnings-to-average

adj usted assets ratio to be around 1.3% conpared with about 1.1% on average
for the auto captives we rate. W expect this ratio to remain between
1.5%2.0%in the comng two years, notably boosted by strong net gains on
vehi cl es sal es.

We note that LeasePlan has reduced its sensitivity to residual value
fluctuations since 2009. The bank has taken neasures aimng at mtigating this
ri sk by, anong others, charging for early term nations, end-of-contract
damages, and mil eage variations. Nevertheless, we continue to believe that
asset risk is one of the key risks in LeasePlan's business nodel. |In our view,
fluctuations in second-hand car prices could have a material inmpact on
LeasePlan's profitability fromtime to tine.

In our view, the bank has reduced the confidence sensitivity of its business
nodel by increasing its recourse to securitization, deposits, and private

pl acenents. Deposits now conprise 32% of the bank's fundi ng base and appear
resilient, in our view. W note that LeasePl an now has a better funding
profile than nost auto finance conmpanies we rate, but that it remains a
relative rating weakness when conpared w th banking industry peers.

We continue to view the bank's credit risk exposure as |low risk and wel |
diversified by countries and sectors, with | ow single-nane concentration. W
note that the bank remains exposed to the potential |ower business activity of
its corporate clients in the current weak European econony.

Qur long-termrating on LeasePl an benefits froma one notch of support from
VW We consider the bank to be a "npbderately strategic" subsidiary of the
group. This reflects our view that LeasePlan is not an integral part of VWs
long-termstrategy and that there are few | inkages between the business
activities of LeasePlan and those of VWthat induce a |ong-term conmitnent of
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VW's managenent toward LeasePl an

Outlook

The stable outlook reflects our expectations that LeasePlan will remain an
i nportant investment for VWand that the bank will be able to maintain its
strong capitalization and prevent any deterioration in asset quality.

Under our base-case scenario, we expect LeasePlan to renain within the VW
group, and we believe that VWwoul d provi de extraordi nary support to LeasePl an
in case of stress, although we don't believe such support will be needed in
the foreseeable future. W al so expect LeasePlan to maintain a RAC rati o above
10% and to continue to conservatively manage its exposure to residual val ue
risk.

We could | ower the ratings on LeasePlan if we no |onger considered the bank to
be a "noderately strategic" subsidiary of VW This could happen if we

consi dered LeasePl an's inmportance to the VWgroup to be reduced, or if VW
started to question LeasePlan's presence within the group. We night al so | ower
the ratings if LeasePlan's SACP were to deteriorate. This could result from
our RAC ratio for LeasePlan falling below 10% due to deterioration in the
econom ¢ envi ronment of some European countries or nbre aggressive capita
managenent, notably if the bank entered into rel evant acqui sitions.

A positive rating action would only be possible if we saw a materi al

i mprovenent in LeasePlan's capital and funding profile, which we currently see
as unlikely.

Ratings Score Snapshot

To From

| ssuer Credit Rating BBB+/ St abl e/ A-2 BBB+/ Wt ch Neg/ A-2
SACP bbb bbb-

Anchor bbb+ bbb+

Busi ness Position Moderate -1 Weak -2

Capi tal and Earni ngs Strong +1 Strong +1

Ri sk Position Adequate 0 Adequate 0

Fundi ng Bel ow Average -1 Bel ow Average -1

Liquidity Adequat e Adequat e

Suppor t +1 +1

GRE Support 0 0

G oup Support +1 +1

Sover ei gn Support 0 0
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Addi ti onal Factors None None

Related Criteria And Research

* Bank Hybrid Capital And Nondeferrabl e Subordinated Debt Mt hodol ogy And
Assunptions, Sept. 18, 2014

e Group Rating Methodol ogy, Nov. 19, 2013

e Quantitative Metrics For Rating Banks d obally: Methodol ogy And
Assunptions, July 17, 2013

* Revised Market Ri sk Charges For Banks In Qur Risk-Adjusted Capital
Framewor k, June 22, 2012

e Banking Industry Country Ri sk Assessnent Methodol ogy And Assunpti ons,
Nov. 9, 2011

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

 Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

e Use O CreditWatch And Qutl ooks, Sept. 14, 2009

Ratings List

Ratings Affirned; CreditWtch/ Qutlook Action

To From

LeasePl an Corporation N. V.

Counterparty Credit Rating BBB+/ St abl e/ A- 2 BBB+/ Wt ch Neg/ A- 2

Seni or Unsecured BBB+ BBB+/ Wat ch Neg

Commer ci al Paper A-2 A- 2/ Wt ch Neg
LeasePl an Australia Ltd.

Seni or Unsecured BBB+ BBB+/ Wt ch Neg

Conmrer ci al Paper A-2 A- 2/ Wat ch Neg
LeasePl an Finance N. V. (Dublin Branch)

Commer ci al Paper A-2 A- 2/ Wt ch Neg
LeasePl an New Zeal and Ltd.

Commer ci al Paper A-2 A- 2/ Wt ch Neg

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

Conplete ratings information is available to subscribers of RatingsDirect at
www. gl obal creditportal.com and at spcapitalig.com Al 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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