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ARC Ratings downgrades the public rating assigned to Réside Etudes
Investissement S.A. to “BB”, with Negative outlook, from “BBB-",

with Negative outlook

Lisbon, 30 November 2020 - ARC Ratings, S.A. (ARC) has downgraded the public medium and long-term issuer
rating assigned to Réside Etudes Investissement S.A. to “BB”, with Negative outlook, from “BBB-", with Negative
outlook. This action is based on the worsening of the Group’s debt coverage ratios in 2019, due to its performance
below expectations, and expected further deterioration of these ratios, particularly in 2020 and in 2021 due to the
impact of Covid-19. The Group expects a negative EBITDA in 2020 and a low value in 2021, while its net financial
debt will increase, despite the adjustment of its strategy. In addition, there remains uncertainty about the impact
of the second wave of the pandemic on the Group's ability to generate cash flow, hence the negative outlook.
However, it is worth highlighting the improvement in the Group’s debt maturity profile in 2019 and that the Group
faces no current liquidity pressure. While the Group’s expansion strategy is expected to improve its ability to
generate EBITDA and therefore its debt coverage ratios this is unlikely to be evident until 2024. ARC will maintain

its monitoring of the Group’s performance and its debt coverage ratios.

ISSUER RATING CLASS RATING OUTLOOK NEXT REVIEW DATE

Réside Etudes Investissement S.A. Medium and Long-Term Issuer BB Negative 30 November 2021

ISSUER PROFILE

Réside Etudes Investissement S.A. is the holding company of a French Group created in 1989 and headquartered
in Paris. The Group's principal activities are real estate management and operation, real estate development and
the creation of a property portfolio (including investment properties and operational assets) mainly related to
aparthotels and residences for students and seniors. Most accommodation units managed by the Group are held
by a mix of private and institutional investors, for whom the Group manages the properties (including invoicing and

collecting rents) and with whom the Group seeks to create long-term relationships.

RATING RATIONALE

Réside Etudes Investissement's key rating drivers are the following:

o Debt maturity profile - Most of the Group's debt, before IFRS 16, is contracted in the medium and long-term

(mainly at fixed interest rates) to finance the property portfolio. Thus, its short-term debt is primarily connected
to the real estate development activity and is being repaid from the proceeds of the sale of accommodation

units.

e Experienced management board — The Group benefits from a committed experienced management board.

e Market position — A leading player in the residences for students, the most stable source of funds, and the
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second largest player in the aparthotels and residences for seniors sectors.

e Growth strategy, particularly in France - There is good growth potential in France due to a shortage of residential

housing construction in the country coinciding with an increasing number of seniors (i.e. those aged over 65).

o Conservative dividend distribution — The payout ratio remains conservative, with no forecasted payment of
dividends in the 2020 — 2023 period, followed by an EUR 1.8 million distribution in 2024.

The key constraints on Réside Etudes Investissement's credit rating are:

e The Group’s EBITDA decreased in 2019, before IFRS 16, to EUR 14.2 million (from EUR 30.5 million in 2018),
that led to significantly worse debt coverage ratios. The net financial debt/EBITDA ratio in 2019, before IFRS 16,

was 25.2x, while the coverage of net interest costs by EBITDA was 1.2x, against respectively 8.9x and 3.7x in
2018.

¢ Negative impact of Covid-19 pandemic - Despite the resilience shown by the residences for students and for

seniors, the pandemic is having a significant negative impact on the aparthotel sector, hence the Group's
EBITDA. The additional loans granted to support its treasury during the pandemic increased its net financial
debt, thus its debt metrics will worsen in 2020. In addition the deferral of its social and tax charges payments,

expected to reach EUR 15.0 million by end of 2020, will become due in 2021.

e Economic growth in France - Due to the pandemic, it is expected that French Gross Domestic Product will fall
by 9.8% in 2020 (and recover by 6.0% in 2021), while unemployment will rise to 8.9% in 2020 and reach 10.2%

in 2021. The possible decline in households’ disposable income could affect occupancy rates in residences and

private investors’ ability to invest, although institutional investors are expected to be less affected.
Notwithstanding, the sovereign ratings assigned to France remain strong: “AA/Stable” by Standard and Poor’s,

“AA/Negative” by Fitch Ratings and “Aa2/Stable” by Moody's Investors Service.

KEY TIPPING POINTS

Positive Turning Points Negative Turning Points

o a faster than expected recovery post lockdown | e a larger than expected negative Covid-19
in France with a positive impact on the Group's pandemic impact on EBITDA and net financial

turnover and EBITDA; debt in case of a third lockdown in France; and

¢ the raising of equity to improve the Group’s | e a substantially slower recovery than forecasted in
financial ratios; and the loss making residential segments that is not

. offset by other profitable activities.
¢ abetter than expected ramp-up of the assisted y P

living sector (residences for seniors).

RECENT DEVELOPMENTS AND OUTLOOK

The lockdown in France in the first wave of the Covid-19 pandemic (from 16" March to 10th July 2020) had a

negative impact on all the Group's activities. The Group’s benefited from a set of measures to support its treasury.
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The most significant was EUR 83.2 million of loans guaranteed by the French state. A second national lockdown
was imposed on 30" October 2020 for one month. In the Group's view, the negative impact of this is expected to

be far lower than in the first wave.

Before the IFRS 16 impact, he Group's equity/assets ratio was 13.4% in 2019, which is deemed low, particularly in
the Covid-19 context. The Group forecasts to continue its expansion strategy, despite being less ambitious than

its previous plan.

RELATED CRITERIA AND RESEARCH

ARC Ratings’ Corporate Entities Rating Methodology (March 2020)

Réside Etudes Investissement S.A. Rating Review — Report (30 November 2020)

THIS DISCLOSURE IS FOR INFORMATION PURPOSES ONLY AND SHOULD
BE READ IN CONJUNCTION WITH THE RESPECTIVE RATING REPORT
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Site: www.arcratings.com

Key Contacts:

Isabel Fernandes Carlos Leitdo Philip Walsh

Senior Corporate Analyst Senior Corporate Analyst Chief Ratings Officer &

Lead Analyst Back-up Analyst Panel Chairperson

isabel.fernandes@arcratings.com carlos.leitao@arcratings.com philip.walsh@arcratings.com

Note that ARC Ratings is not a legal, tax or financial adviser, and only provides a credit opinion of the rated securities. For
example, a rating does not cover a potential change in laws nor can it be regarded as an audit. Moreover, ARC Ratings is not a
party to the transaction documents. Users of our credit ratings should familiarise themselves with the transaction
documents / mechanics and should form their own views in this respect. They should not rely on ARC Ratings for legal, tax or
financial advice, and are encouraged to contact the relevant advisers.

ARC Ratings, S.A. is registered as a Credit Rating Agency (CRA) with the European Securities and Markets Authority (ESMA) ,
within the scope of the Regulation (EC) No. 1060/2009 of the European Parliament and of the Council, of 16 September, and
recognised as External Credit Assessment Institution (ECAI).

This Review Report should be read together with initial Rating Report and with the subsequent Review reports.
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Ratings assigned by ARC Ratings represent opinions on the capacity and willingness of an entity or transaction to make all
required interest and principal payments on a given obligation in a timely manner in accordance with its terms. The meaning of
each rating category is explained in www.arcratings.com.

The rating(s) assigned by ARC Ratings in this report was / were sought by the entity whose financial commitments are being
rated.

Prior to the assignment or revision of a rating ARC Ratings provides to the entity who requested the rating the documents that
substantiate the rating to be attributed. This entity is thus given the opportunity to clarify or correct factual details, thus allowing
the rating assigned to be as accurate as possible. The comments made by the entity whose financial commitments are being
rated are taken into account by ARC Ratings in the assignment of the rating. ARC Ratings also grants the issuer the possibility of
appealing a rating accorded by ARC Ratings as long as this appeal is supported on additional information that hasn't been taken
into account in the original rating accordance.

ARC Ratings, S.A. historical default rates are published in the European Securities and Markets Authority Central Repository
(CEREP) which can be accessed on the website cerep.esma.europa.eu/cerep-web/. ARC Ratings default rate is the probability of
lack of full and timely payment of capital or interest or of the occurrence of any event that explicitly indicates that the future full
and timely payment of those commitments will not occur (e.g., in case of insolvency).

Ratings do not constitute a recommendation to buy or sell, but only one of the factors to be weighted by investors.

Throughout the entire period during which ratings are valid, ARC Ratings monitors the issuer’s performance on a constant basis,
and may even bring forward the date of the review unless stated as point in time. Hence, prior to an investor using a rating, ARC
Ratings recommends that it be confirmed, namely by consulting the list of public ratings available on the website
www.arcratings.com.

ARC Ratings’ ratings are assigned based on information, which may include confidential information, collected from a wide group
of sources, which may include the entity whose financial commitments are subject to rating. ARC Ratings uses and treats this
information with due care and attention. Although all due care was taken in the collection, cross-checking and processing of the
information for the purposes of the rating analysis, ARC Ratings cannot be held liable for its accuracy. If ARC Ratings is not
satisfied with the quality of the information it receives it will decline to assign the rating.

In the rating process, ARC Ratings adopts procedures and methodologies aimed at ensuring transparency, credibility and
independence, and also that rating classifications are not influenced by conflict of interests. Any exceptions to these principles
are disclosed by ARC Ratings together with the rating of the financial commitment in question.
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