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FITCH: NOBLE'SNEGATIVE OPERATING
CASH IN 2Q15TO REVERSE IN 2H

Fitch Ratings-Hong Kong-20 August 2015: Fitch Ratings says today that Noble Group Limited's
(Noble, BBB-/Stable) second-quarter results reflect a stable financial profile, despite an increase in
debt due to working capital expansion, which will set the stage for stronger operating cash flow
generation in the second half of 2015. The reduction in Noble's available credit facilities fits in with
the company's business strategy shift to an asset light model, but weakened support from Noble's
major banking partners could result in negative rating action.

Fitch believes Noble can generate positive cash flow from operations (CFO) in 2H15 even
though Noble's 2Q15 CFO remained negative at minus USD399m. This is already smaller than
minus USD566m in 1Q15, and mostly driven by the USD707m increase in working capital. With
this increase, the net working capital scale reached a record high of USD6.89bn, even after the
deconsolidation of itsagriculture operation following the sale of astakein Noble Agri. Thisincreased
working capital scale will support Noble's business expansion in 2H15 and allow it to turn CFO
positive.

Noble's balance-sheet structure has remained stable - its working capital to total debt ratio of 1.16x
at end-2Q15 was little different from 1.15x at end-1Q15. Noble's adjusted net debt rose USD542m
in 2Q15, which was much lower than the USD707m adjusted working capital increase, and so did
not put pressure on its working capital to total debt ratio. Nevertheless, if thistrend of using debt to
fund business expansion continues, Noble's CFO will remain negative on a sustained basis, which
would breach one of Fitch's negative rating sensitivities.

Fitch is not particularly concerned with Noble's EBITDA to working capital ratio falling to 3.28%
in 2Q15, below the negative rating sensitivity level of 4% as the margin weakness was due to one-
off effects. The operating loss of USD19m in the metals segment reflects a USD112m fall in profit
between 2Q15 and 1Q15 due largely to aluminium premium fluctuations. Noble's weaker EBITDA
to working capital ratio was also partly affected by its working capital expansion.

Fitch considers Noble's strong liquidity headroom an important factor supporting its ratings.
At end-2Q15 Noble's available facilities amounted to USD7.7bn compared with USD10.2bn at
end-1Q15. Committed available bank facilities were reduced to USD1.9bn from USD3.5bn in the
same period. Management cut its bank facilities by USD1.8bn in 2Q15 as a result of the change to
an asset-light business model following the Noble Agri stake sale and this will help cut its finance
expenses. Nevertheless, any signs showing weakening support from Noble's major banking partners
will likely result in immediate negative rating action.
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