
Research Update:

German Utility RWE AG Hybrid Equity
Content Revised To Intermediate;
'BBB/A-2' Ratings Affirmed; Outlook
Negative

Primary Credit Analyst:

Vittoria Ferraris, Milan (39) 02-72111-207; vittoria.ferraris@standardandpoors.com

Secondary Contact:

Tobias Buechler, CFA, Frankfurt +49 (0)69-33 999-136; tobias.buechler@standardandpoors.com

Table Of Contents

Overview

Rating Action

Rationale

Ratings Score Snapshot

Related Criteria And Research

Ratings List

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT DECEMBER 18, 2015   1

1554215 | 301663691



Research Update:

German Utility RWE AG Hybrid Equity Content
Revised To Intermediate; 'BBB/A-2' Ratings
Affirmed; Outlook Negative

Overview

• RWE AG has announced that it is waiving a certain call option right in
its hybrid security documentation.

• As a result, we have revised our assessment of the equity content of
RWE's hybrid instruments to intermediate from minimal.

• We are affirming our 'BBB/A-2' corporate credit ratings on RWE AG and our
'BB+' ratings on RWE's hybrid debt.

• The negative outlook reflects adverse market fundamentals and the
development of the nuclear debate in Germany.

Rating Action

On Dec. 18, 2015, Standard & Poor's Ratings Services affirmed its 'BBB/A-2'
long- and short-term corporate credit ratings on German utility RWE AG. The
outlook remains negative.

We also affirmed our 'BBB' issue rating on RWE's senior debt and our 'BB+'
issue rating on the three hybrid instruments issued by RWE AG in 2015: ISIN
XS1219498141 (€700,000,000), ISIN XS1219499032 (€550,000,000), and ISIN
XS1254119750 ($500,000,000).

Rationale

The affirmation follows the revision of our assessment of the equity content
of RWE's hybrid capital to intermediate from minimal after RWE's announcement
that it has, by a legally binding waiver, unconditionally and irrevocably
waived a certain call option on the three aforementioned hybrid instruments,
related to an "Equity Credit Rating Downgrade" clause in the instruments'
documentation. The call option gives RWE the right to call the hybrid
instruments if the equity content reduces as a result of a change in the
rating on RWE. As we explained when we announced our revision of equity
content on various issuances to minimal, this type of clause weakens our
expectation that the issuance will remain a permanent part of the issuer's
capital structure (see "Standard & Poor's Affirms Various Ratings Following
Review Of Corporate Hybrid Equity," published on Oct. 27, 2015, on
RatingsDirect)

In line with the appendix we have added to "Criteria Clarification On Hybrid
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Capital Step-Ups, Call Options, And Replacement Provisions," published Oct.
22, 2012, to address several frequently asked questions, we considered the
terms of the waiver of rights, its public nature, the circumstances under
which it could be modified, the likelihood of its breach, and whether the
other features of the hybrids are consistent with intermediate equity content
(see "S&P Explains Treatment Of Step-Ups, Deeds, And Waivers For Certain
Hybrids," published Nov. 13, 2015, for more details).

We have concluded that RWE's waiver of the call option sufficiently mitigates
the risks of a call, and we have accordingly reassessed the equity content of
RWE's hybrid instruments as intermediate rather than minimal. As a
consequence, we now regard the hybrid securities as 50% equity when
calculating RWE's credit ratios. The revised credit ratios support our ratings
on RWE and, accordingly, none of the ratings are affected by the revision of
equity content to intermediate.

The negative outlook reflects adverse market fundamentals and the development
of the nuclear debate in Germany.

Ratings Score Snapshot

Corporate Credit Rating BBB/Negative/A-2

Business risk: Strong
• Country risk: Very low
• Industry risk: Intermediate
• Competitive position: Strong

Financial risk: Significant
• Cash flow/Leverage: Significant

Anchor: bbb

Modifiers
• Diversification/Portfolio effect: Neutral (no impact)
• Capital structure: Neutral (no impact)
• Financial policy: Neutral (no impact)
• Liquidity: Strong (no impact)
• Management and governance: Strong (no impact)
• Comparable rating analysis: Neutral (no impact)

Stand-alone credit profile: bbb

Related Criteria And Research
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Related Criteria

• Methodology And Assumptions: Liquidity Descriptors For Global Corporate
Issuers, Dec. 16, 2014

• Key Credit Factors For The Unregulated Power And Gas Industry, March 28,
2014

• Key Credit Factors For The Regulated Utilities Industry, Nov. 19, 2013
• Corporate Methodology: Ratios And Adjustments, Nov. 19, 2013
• Corporate Methodology, Nov. 19, 2013
• Methodology: Industry Risk, Nov. 19, 2013
• Group Rating Methodology, Nov. 19, 2013
• Methodology For Linking Short-Term And Long-Term Ratings For Corporate,
Insurance, And Sovereign Issuers, May 7, 2013

• Methodology: Management And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

• Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
• Methodology And Assumptions: Assigning Equity Content To Corporate Entity
And North American Insurance Holding Company Hybrid Capital Instruments,
April 1, 2013

• Criteria Clarification On Hybrid Capital Step-Ups, Call Options, And
Replacement Provisions, Oct. 22, 2012

• Methodology: Hybrid Capital Issue Features: Update On Dividend Stoppers,
Look-Backs, And Pushers, Feb. 10, 2010

• Use Of CreditWatch And Outlooks, Sept. 14, 2009
• Hybrid Capital Handbook: September 2008 Edition, Sept. 15, 2008
• 2008 Corporate Criteria: Rating Each Issue, April 15, 2008

Related Research

• S&P Explains Treatment Of Step-Ups, Deeds, And Waivers For Certain Hybrids
, Nov. 13, 2015

• Standard & Poor's Affirms Various Ratings Following Review Of Corporate
Hybrid Equity, Oct. 27, 2015

Ratings List

Ratings Affirmed

RWE AG
Essent Nederland B.V.
Essent N.V.
Corporate Credit Rating BBB/Negative/A-2

RWE AG
Senior Unsecured BBB
Junior Subordinated BB+
Commercial Paper A-2

RWE Finance B.V.
Senior Unsecured* BBB

*Guarantor: RWE AG.
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Additional Contact:

Industrial Ratings Europe; Corporate_Admin_London@standardandpoors.com

Complete ratings information is available to subscribers of RatingsDirect at
www.globalcreditportal.com and at spcapitaliq.com. All ratings affected by
this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following Standard & Poor's numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,

www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitaliq.com

(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information

about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective

activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established

policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain

regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P

Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any

damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and

not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,

hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to

update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment

and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does

not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be

reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part

thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval

system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be

used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or

agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not

responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for

the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL

EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR

A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING

WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no

event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential

damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by

negligence) in connection with any use of the Content even if advised of the possibility of such damages.
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