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BCA and Adjusted BCA of baa3 assigned

Paris, December 10, 2024 -- Moody's Ratings (Moody's) today assigned first-time
long-term and short-term deposit and issuer ratings of Baa2 and Prime-2 respectively
to the French retail bank CCF. The outlook on the long-term deposit and issuer ratings
is stable. In addition, we assigned both a Baseline Credit Assessment (BCA) and an
Adjusted BCA of baa3 to CCF. Our analysis reflects the overall strength of the
Groupe CCF, based on CCF Holding S.A.S. (CCF Holding)'s consolidated accounts
which include CCF and specialty finance lender My Money Bank S.A. (MMB). My
Money Group, the owner of MMB and acquiror of the French retail banking activities
of HSBC Continental Europe in 2024, became Groupe CCF, organized around two
lines of business, retail banking and wealth management with CCF and specialty
finance with MMB. We also assigned a Ba1 rating to the €100 million Tier 2
subordinated debt and a Ba3(hyb) rating to the €225 million Additional Tier 1 (AT1)
securities issued by CCF Holding. Lastly, we assigned long-term and short-term
Counterparty Risk Assessments of A3(cr)/Prime-2(cr) and long-term and short-term
Counterparty Risk Ratings of Baa1/Prime-2 to CCF.

RATINGS RATIONALE

RATINGS RATIONALE FOR CCF

CCF's long-term deposit and issuer ratings of Baa2 reflect (1) the bank's BCA of
baa3; (2) one notch of uplift from our Advanced Loss Given Failure (LGF) analysis
because of the moderate loss-given-failure of these instruments; and (3) no rating
uplift resulting from our expectation of a low probability of government support in view
of CCF's lack of systemic importance in France (Aa2 negative).

The baa3 BCA reflects the bank's (1) domestic retail banking focus with a low risk
profile overall despite some pockets of higher specialty finance risk, (2) robust
capitalisation which we expect to decrease primarily due to investments in the



transformation of the group, but also loan growth, (3) structurally weak profitability,
although Groupe CCF is engaged in a transformation to improve its operational
efficiency, (4) sound funding structure driven by granular and stable retail deposits, (5)
strong liquidity post CCF acquisition to be largely converted into a high-quality
investment portfolio and (6) execution risks linked to the planned transformation and
the development of the franchise in a competitive environment.

Groupe CCF's focus on residential housing loans and secured debt refinancing of
retail loans results in a very granular loan book and a low risk profile overall, despite
some pockets of higher-risk assets including MMB's professional mortgages
(commercial real estate), the run-off of Banque des Caraïbes and to a lesser extent
the consumer credit activity. Groupe CCF's annualized cost of risk was 25 basis
points (bps) in H1 2024, which we expect to be broadly indicative of full year
numbers, and the problem loan ratio was 3.5% at end-June 2024 under our
calculations. Going forward, we expect the problem loan ratio and the cost of risk to
progressively decrease as the proportion of residential mortgages increases,
professional mortgages are derisked and the run-off of Banque des Caraïbes is
completed.

Groupe CCF's capitalisation, determined at CCF Holding's consolidated level, is
robust and offers substantial buffers above minimum regulatory capital requirements.
Groupe CCF's Common Equity Tier 1 (CET1) ratio was 17.7% at end-June 2024,
much above the 9.4% minimum CET1 capital requirement under the Supervisory
Requirement and Evaluation Process (SREP). The Tier 1 leverage ratio was a high
6.7% at end-June 2024, including the €225 million Additional Tier 1 (AT1) securities
issued in June. We expect the CET1 ratio to decrease to a level closer to 13% in the
next two years due to the investments in the transformation of the group and the
restart of loan growth.

Groupe CCF's profitability is structurally weak as a result of a high cost structure, as
well as relatively weak revenues due to a low client equipment rate of its affluent
customer base and low-yielding assets at CCF. In addition, the activities currently
identified as non-core may weigh on net results in the short term, as additional
provisioning linked to derisking and portfolio sales will likely occur. We expect that the
group will engage in a broad transformation over 2024-2026 which will involve
significant investments. Although this is expected to result initially in significant net
losses in 2024 and 2025, profitability should improve thereafter. The bank aims at
lowering its cost-to-income ratio to between 70% and 75% by the end of 2026,
excluding transformation costs, from close to 100% in H1 2024. On the revenue side,
CCF expects to develop its new open architecture to attract wealth and life insurance
clients through partnerships with the best global asset managers and insurers. We
also expect that CCF will increase its revenue and profitability as the bank gradually
deploys the uninvested excess cash and due from banks stemming from the terms of
the acquisition from HSBC Continental Europe.

Groupe CCF's substantial excess funding resources versus its present lending



engagements result in a sound funding structure. The group benefits from highly
granular and stable deposits, essentially coming from CCF's acquisition, and
representing 82% of funding sources at end-June 2024. Both MMB and CCF also
issue covered bonds, which represented the remainder of funding sources (18%) at
end-June. Despite the long-term nature of home loans, a large portion of Groupe
CCF's engagements, the group reported a highly-liquid balance sheet at end-June
2024. As the CCF acquisition brought much more deposits than loans, the loan-to-
deposit ratio was only 79% at end-June 2024. As a result, liquid assets made of cash,
due from banks and a growing investment portfolio represented 31% of tangible
assets at the same date. The group will progressively invest over the next 3-4 years
the excess cash brought by the CCF transaction into a high-quality investment
portfolio, as new lending will not absorb all excess cash in the medium term. The
group reported very strong regulatory measures of funding and liquidity with a Net
Stable Funding Ratio (NSFR) of 180% and a Liquidity Coverage Ratio (LCR) of 649%
at end-June 2024.

We assigned a negative qualitative adjustment of one notch under corporate
behaviour to the baa2 financial profile, resulting in a BCA of baa3. This negative
adjustment reflects the execution risks induced by the business transformation
underway and the challenges of relaunching the CCF franchise in a very competitive
environment.

Our Advanced LGF analysis indicates that depositors and senior unsecured debt
holders would suffer low losses in a resolution scenario, which results into an uplift of
one notch for both the deposit and issuer ratings. We have adopted a forward-looking
view in our LGF analysis.

RATINGS RATIONALE FOR CCF HOLDING'S TIER 2 AND AT1 INSTRUMENTS

We assigned a Ba1 rating to CCF Holding's €100 million Tier 2 subordinated notes
due 2041. Our Advanced LGF analysis indicates that the holders of these notes
would suffer high losses in resolution, which results into a Ba1 rating, positioned one
notch below CCF's baa3 Adjusted BCA.

We also assigned a Ba3(hyb) to CCF Holding's €225 million perpetual AT1 securities
issued in June 2024. They rank junior to all senior unsecured and subordinated
obligations of the group and senior only to its ordinary shares. Coupons may be
cancelled on a non-cumulative basis at the issuer's option, and on a mandatory basis
subject to the availability of distributable items and regulatory discretion. The principal
of the security will be written down if CCF Group's CET1 ratio falls below 5.125%. The
Ba3(hyb) rating, positioned three notches below CCF's Adjusted BCA of baa3,
incorporates (1) one negative notch from our Advanced LGF analysis indicating that
the holders of these securities would suffer high losses in resolution and (2) two
additional negative notches due to the risk of coupon payment skip and principal
write-down.



STABLE OUTLOOK

The outlook on CCF's long-term deposit and issuer ratings is stable. This factors in
our expectation that asset quality will remain broadly stable and that the
transformation, although weighing on profits and capital in the short term, will enhance
the group's operational efficiency in the medium term.

ESG CONSIDERATIONS

The assigned ratings also incorporate our assessment of Groupe CCF's
environmental, social and governance (ESG) considerations. We assess Groupe
CCF's exposure to governance risks as high, reflecting the execution risks induced by
the on-going transformation of the group and the development of a new franchise in a
competitive environment. However, those risks are partly mitigated by the
conservative financial strategy and risk management of the bank. The bank notably
wants to reduce its professional mortgage activity, which entails some large
exposures to the cyclical commercial real estate sector. We reflect these governance
weaknesses in a one-notch negative adjustment for corporate behaviour and in a
Governance Issuer Profile Score (IPS) of G-4 under our ESG framework.
Consequently, we assigned Groupe CCF an ESG Credit Impact Score of CIS-4,
which indicates a discernable impact of ESG factors on the assigned ratings.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE
RATINGS

CCF's BCA could be upgraded if the group reported structural improvement in its
profitability while asset risk, capital and liquidity remained strong. The upgrade would
in turn result in a similar upgrade of the bank's long-term deposit and issuer ratings.

Although unlikely in the short term, an upgrade of the long-term deposit and issuer
ratings could result from lower loss given failure if the bank added substantial volume
of subordinated debt issuance.

CCF's BCA could be downgraded if (1) its profitability remained intrinsically weak,
without material improvements in the bank's operating efficiency, (2) its asset quality
deteriorated, for instance in the activities identified as non-core (Banque des Caraïbes
and professional mortgages), (3) its solvency and liquidity positions weakened, or (4)
if material execution risks from the bank's transformation plans were to materialize.

A downgrade of the long-term deposit and issuer ratings would occur if the bank
issued lower-than-expected Tier 2 subordinated debt, resulting into higher loss given
failure for these instruments.

PRINCIPAL METHODOLOGY

The principal methodology used in these ratings was Banks published in November
2024 and available at https://ratings.moodys.com/rmc-documents/432741 .

https://ratings.moodys.com/documents/PBC_1355824
https://ratings.moodys.com/
https://ratings.moodys.com/rating-definitions
https://ratings.moodys.com/
https://ratings.moodys.com/rmc-documents/432741


Alternatively, please see the Rating Methodologies page on
https://ratings.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis,
see the sections Methodology Assumptions and Sensitivity to Assumptions in the
disclosure form. Moody's Rating Symbols and Definitions can be found on
https://ratings.moodys.com/rating-definitions .

For any affected securities or rated entities receiving direct credit support/credit
substitution from another entity or entities subject to a credit rating action (the
supporting entity), and whose ratings may change as a result of a credit rating action
as to the supporting entity, the associated regulatory disclosures will relate to the
supporting entity. Exceptions to this approach may be applicable in certain
jurisdictions.

For ratings issued on a program, series, category/class of debt or security, certain
regulatory disclosures applicable to each rating of a subsequently issued bond or note
of the same series, category/class of debt, or security, or pursuant to a program for
which the ratings are derived exclusively from existing ratings, in accordance with
Moody's rating practices, can be found in the most recent Credit Rating
Announcement related to the same class of Credit Rating.

For provisional ratings, the Credit Rating Announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive
rating that may be assigned subsequent to the final issuance of the debt, in each case
where the transaction structure and terms have not changed prior to the assignment
of the definitive rating in a manner that would have affected the rating.

Moody's does not always publish a separate Credit Rating Announcement for each
Credit Rating assigned in the Anticipated Ratings Process or Subsequent Ratings
Process.

These ratings are solicited. Please refer to Moody's Policy for Designating and
Assigning Unsolicited Credit Ratings available on its website
https://ratings.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if
applicable, the related rating outlook or rating review.

At least one ESG consideration was material to the credit rating action(s) announced
and described above. Moody's general principles for assessing environmental, social
and governance (ESG) risks in our credit analysis can be found at
https://ratings.moodys.com/documents/PBC_1355824 .

The Global Scale Credit Rating(s) discussed in this Credit Rating Announcement

https://ratings.moodys.com/
https://ratings.moodys.com/


was(were) issued by one of Moody's affiliates outside the UK and is(are) endorsed for
use in the UK in accordance with the UK CRA Regulation.

Please see https://ratings.moodys.com for any updates on changes to the lead rating
analyst and to the Moody's legal entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional
regulatory disclosures for each credit rating.
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(“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY’S
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without warranty of any kind. MOODY'S adopts all necessary measures so that the
information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-
party sources. However, MOODY’S is not an auditor and cannot in every instance
independently verify or validate information received in the credit rating process or in
preparing its Publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees,
agents, representatives, licensors and suppliers disclaim liability to any person or
entity for any indirect, special, consequential, or incidental losses or damages
whatsoever arising from or in connection with the information contained herein or the
use of or inability to use any such information, even if MOODY’S or any of its
directors, officers, employees, agents, representatives, licensors or suppliers is
advised in advance of the possibility of such losses or damages, including but not
limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit
rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees,
agents, representatives, licensors and suppliers disclaim liability for any direct or
compensatory losses or damages caused to any person or entity, including but not
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Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of
Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities
(including corporate and municipal bonds, debentures, notes and commercial paper)
and preferred stock rated by Moody’s Investors Service, Inc. have, prior to
assignment of any credit rating, agreed to pay to Moody’s Investors Service, Inc. for
credit ratings opinions and services rendered by it fees ranging from $1,000 to
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and procedures to address the independence of Moody’s Investors Service credit
ratings and credit rating processes. Information regarding certain affiliations that may
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credit ratings from Moody’s Investors Service, Inc. and have also publicly reported to
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