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Research Update:

Noble Group Downgraded To 'BB+' On Weakened
Liquidity; Notes Lowered To 'BB’; Ratings Still On
CreditWatch Negative

Overview

e The liquidity position of Hong Kong-based commodity trader Noble is bel ow
our expectation for a strong liquidity despite the sale of its
agricultural unit. The outl ook for the conpany's capital raising could be
conplicated by depressed comobdity narkets, in our view

e W see lower recovery prospects for Noble's outstandi ng senior unsecured
notes due to increased secured debt in its capital structure.

« W are lowering the long-termcorporate credit rating on Noble to ' BB+
from'BBB-' and the issue rating on its notes to 'BB" from'BBB-'. W are
al so lowering the Greater China regional scale rating on Noble to 'cnBBB
from'cnBBB+' and on the notes to 'cnBB+ from' cnBBB+' .

» The ratings remain on CreditWatch negative, reflecting our viewthat
Noble's liquidity outlook remains uncertain.

Rating Action

On Jan. 7, 2016, Standard & Poor's Ratings Services |lowered its |ong-term
corporate credit rating on Hong Kong-based comodities tradi ng conpany Nobl e

Goup Ltd. to '"BB+ from'BBB-'. At the sanme time, we lowered the |long-term
i ssue rating on Noble's outstandi ng senior unsecured notes to 'BB from
"BBB-'. In addition, we |lowered our |ong-term Greater China regional scale

rating on the conpany to 'cnBBB' from'cnBBB+ and on its notes to 'cnBB+
from'cnBBB+' . The ratings remain on CreditWatch with negative inplications.

Rationale

We downgr aded Nobl e because the conpany's liquidity is bel ow what we expect
for a "strong" liquidity position, despite the sale of its agricultural unit.
In our view, the conpany's credit standing in the capital markets and with

| enders has weakened, reflected in its depressed securities prices.

The rating remai ns on CreditWatch negative because the outl ook for the
conpany's capital raising could be challenged by the weak commodity markets,
in our view. W note the conpany has a good track record in executing on its
capital plans, including the recent sale of Noble Agri Ltd. However, the
current depressed conmodity markets and hei ghtened ri sk aversion by |enders
could conplicate the conpany's fund raising plans for the next few nonths, in
our view. In addition, we believe the conpany's earnings and cash fl ow
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visibility is linmted and there could be hei ghtened downsi de risks to our
base-line expectation as the conmodities industry downturn | ooks to be
pr ol onged.

W project the conmpany's cash sources over its cash uses to be bel ow 1.5x over
the next 12 nonths. This is a deterioration fromgreater than 1.5x previously,
which resulted in our revising our liquidity assessnment to "adequate" from
"strong." As of Septenber 2015, Noble had about US$2 billion in undrawn
commtted lines and cash bal ance. Assumi ng the conpany uses the US$750 million
cash proceeds fromthe sale of Noble Agri to repay debt, Noble's short-term
debt maturities in the next 12 nonths are about US$2.2 billion. The

conbi nati on of avail able nmarketable inventory and funds from operations (FFO
can cover working capital, maintenance capital expenditure, and potentia
credit-related margin calls by nore than 1.2x but |ess than 1.5x, as projected
by Standard & Poor's.

Further capital raising could inprove Noble's liquidity although the
visibility of potential transactions is linited. Gven the prospects for a
prol onged slunmp in comodity prices, we expect |lenders to take a nore cauti ous
view toward financing conmoditi es busi nesses. Over the next few nonths, the
conpany has about US$360 million of bonds maturing as well as about US$2.2
billion under a credit revolving facility due in May 2016.

We note that the conmpany traditionally has extensive banking rel ati onships
with wi de ranging counterparties. W expect the conpany could increase secure
funding collateralized by adjusted readily nmarketable inventory.

Nobl e' s busi ness diversity has weakened following the sale of its agriculture
unit, in our view However, an inprovenment in financial |everage has of fset
this. On a pro forma basis, based on FFO in the 12-nonth period ended

Sept ember 2015, the conpany's FFO to debt will inprove to about 27%fol |l owi ng
t he di sposal, assuming the US$750 million in proceeds are used to repay debt
and the renpval of contingent liabilities of about US$670 million from

adj usted debt based on Standard & Poor's cal cul ati ons.

Nobl e coul d maintain | everage of above 25% at |least if additiona

capital -raising transactions materialize. The conpany has a good track record
of executing capital transactions. W believe this financing flexibility and
capacity could support a leverage ratio that is at the high end of our current
| everage assessnent of "intermediate." For these reasons, we have maintained a
"positive" conmparative rating adjustnment factor on the rating.

We expect Noble's profitability to face constraints in the next 12 nmonths. In
our view, the conpany's earnings visibility is lowamd a challenging
operating market with heightened volatility. W note traders such as Noble are
| ess vul nerable to weakness in comodity prices than commodity asset owners.
Nonet hel ess, in our view, Noble is not inmune to the operating environnent. In
particular, the credit quality of the conpany's trading counterparties may
decline and therefore increase its risk profile and earnings volatility.
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We |owered the rating on the conpany's notes because we believe subordination
risk has risen due to increased secured funding. Noble's priority clains are
about 37% of total consolidated assets as of Septenber 2015 based on our

cal culations. This is above Standard & Poor's structural subordination

t hreshol d of 15% for specul ati ve-grade comnpani es. The issue rating is

t herefore one notch below the corporate credit rating. In our view, the
conpany's substantial downstream | oans to subsidiaries could somewhat [imt

t he subordination risk and therefore we did not |ower the issue rating two
not ches bel ow the corporate credit rating.

Liquidity

We revised our assessnent of Noble's liquidity to "adequate" from "strong"
based on our corporate liquidity criteria framework and short-termliquidity
stress test.

We project that the conmpany's liquidity sources over uses for the next 12
nonths will be below 1.5x but above 1.2x. W al so expect the conpany to
continue to neet its financial covenants, albeit with tighter headroom

Li quidity sources include:

 US$975 mllion in surplus cash

US$1 billion in comitted undrawn facilities;

e Annual cash FFO that we project at US$1 billion
* Asset sal es proceeds of US$750 million; and
Conpl eted refinancing of US$230 nillion.

Li quidity uses include:

e Short-termdebt, net of adjusted readily marketable inventories, of
US$1.5 billion due in the next 12 nonths;

e« Qur projection of a US$90-nillion inpact frommargin calls if comodity
prices fall 10%

» Potential credit-event margin call that we estimate at US$200 million

e Mai ntenance capital expenditure that we estimate at US$60 million

« Wrking capital that we estimte at about US$1 billion; and

* No cash dividend distribution in the next 12 nonths.

CreditWatch

The CreditWatch negative status reflects our view that the outl ook for the
conpany's capital raising is uncertain due to the tough comodity markets and
| enders' increased risk aversion

Downside scenario

We could lower the rating if Noble's liquidity position deteriorates. This
coul d happen if the conpany has not secured a firmrefinancing or debt
repaynent plan within the CreditWatch period or cash flow generation or
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wor ki ng capital nanagenent are weaker than we expect.

We could also lower the rating if the conpany's earnings and profitability
shows no sign of inprovenent despite resource allocation and cost-cutting
nmeasures. This could occur on a decline in the conpany's return on capital to
bel ow 9% or to weaker than its industry peers'.

Upside scenario

We could affirmthe rating if (1) Noble's liquidity position stabilizes such

that refinancing plans are highly visible and certain and fund-raising plans

materialize; (2) its profitability stabilizes and is consistent with or above
that of its industry peers; and (3) FFOto debt is materially above 25% on a

sust ai ned basi s.

Ratings Score Snapshot

Corporate credit rating: BB+ Watch Neg/--; cnBBB/ Watch Neg/ - -
Anchor: bb-

Conpany- speci fic business risk factors: +1 notch

* Busi ness position

e Trading risk managenent and Trading risk position
e Profitability/Track-record

Adj usted financial |everage (including capital structure and financi al
policy): no inpact

Liquidity: adequate (no inpact)

Modi fi ers:
 Managenent and governance: Fair (no inpact)
 Conparable rating analysis: Positive (+1 notch)

Related Criteria And Research

Related Criteria

e Corporate Methodol ogy, Nov. 19, 2013

e Corporate Methodol ogy: Ratios And Adjustnments, Nov. 19, 2013

e Commodities Trading I ndustry Methodol ogy, Jan. 29, 2015

» Met hodol ogy And Assunptions: Liquidity Descriptors For d obal Corporate
| ssuers, Dec. 16, 2014

e 2008 Corporate Criteria: Rating Each |ssue, April 15, 2008

e Standard & Poor's National And Regi onal Scal e Mapping Tabl es, Sept. 30,
2014

* National And Regional Scale Credit Ratings, Sept. 22, 2014
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Related Research

Still On CreditWatch Negative

« No Inmedi ate | npact On Noble Group Ltd. Ratings From Proposed Sale O

Agri Unit, Dec. 22, 2015

e Noble Group Ltd. Ratings Placed On CreditWatch Negative On Weakened

Liquidity, Nov. 23, 2015

e Noble Group Qutl ook Revised To Negative On Higher

Trading Ri sk; 'BBB-' Rating Affirned, June 11, 2015

Ratings List

Downgr aded

Nobl e Group Ltd.
Corporate Credit Rating
Greater China Regional Scale

Nobl e Group Ltd.
Seni or Unsecur ed
Seni or Unsecur ed

To

BB+/ WAt ch Neg/ - -
cnBBB/ WAt ch Neg/ - -

BB/ Vat ch Neg
cnBB+/ WAt ch Neg

Earnings Volatility And

From

BBB-/ Wat ch Neg/ - -
cnBBB+/ Wat ch Neg/

BBB- / Wat ch Neg
cnBBB+/ Wat ch Neg

Conpl ete ratings information is avail able to subscribers of RatingsDi rect at
www. gl obal credi tportal.comand at ww. spcapitalig.com All
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

col um.
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