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Background
Caisse des Dépôts et Consignations (CDC) is a French public financial institution that performs public interest missions on
behalf of the government, as well as engaging in long-term investment intended to support economic development in France.
In recent years, CDC has continued to play an important role in supporting French government policy. Given this close linkage
with the state, CDC benefits from 0% Basel II risk weight, Level 1 classification under the Liquidity coverage ratio (LCR) rules
and most recently has been added to the list of agencies eligible for the ECB’s Public Sector Purchase Programme.

Ownership and support
CDC’s unique legal status as an autonomous public-sector financial institution was originally derived from a special law
enacted in 1816. Even though CDC has no share capital – balance sheet capital is comprised solely of accumulated reserves
– it is subject to parliamentary supervision and considered to be an extension of the French state.
Furthermore, although there is no explicit guarantee on its debts, CDC is not subject to bankruptcy laws in France and its
solvency is protected under the provisions of Law 80-539, whereby, in the event of dissolution, decisions on the institution’s
assets and liabilities become the responsibility of the French state.
CDC’s strategic importance to the French state and integral links with the public administration are reflected in the
equalisation of CDC’s credit rating with that of the French state by all three major agencies.

Main activities
The following public interest missions are undertaken by CDC on behalf of the French state and on a non-profit basis.
Furthermore, these activities are strictly segregated from the rest of CDC’s operations and are not consolidated in CDC’s
group financial statements.
 Savings funds management – centralises the custodianship and management of regulated tax-exempt savings collected
by retail banking networks in France (main product is known as a “Livret A” account). These funds are primarily used to
finance public housing initiatives.
 Retirement plan management – CDC manages several public retirement programmes, as well as having responsibility for
the administrative management of the national pension fund reserve.
The following activities are also considered to be public interest missions, although these operations are consolidated in
CDC’s financial accounts.
 Legal deposit and banking services – CDC has a state monopoly in the administration of funds protected by French law.
These are primarily deposits collected by the legal professions. CDC also acts as a banker for the French social security
system and other public interest bodies.
 Local development – CDC assists the French State and local authorities by providing equity financing for public
development projects in areas such as housing, transport, renewable energy and digital infrastructure. In addition, CDC
supports new businesses and local job-creation schemes, provides private equity financing to small businesses and is
engaged in providing infrastructure finance for long-term public interest projects.
 Financial investments – CDC is a major long-term investor on the Paris Stock Exchange. It holds investments in listed
companies, unlisted equities, bonds, real estate, infrastructure, forestry assets, and units in private equity and venture
capital funds.
The balance of CDC’s consolidated activities consists of long-term investments in affiliate and subsidiary companies.
These companies operate primarily in competitive sectors, such as insurance, banking, real estate, transportation and
leisure.
Since July 2013, one of the major subsidiaries includes Banque Publique d’Investissement or bpifrance (CDC has 50%
ownership, with the remaining share held by the French State). This organisation is primarily involved in providing SME
funding, guarantees and quasi-equity financing which support innovation.
In January 2013, CDC became one of the shareholders (20% ownership) in the Société de Financement Local – SFIL
(holding company of the former Dexia Municipal Agency). This entity was created with a mandate of providing public sector
funding, thus filling the gap following the fallout of Dexia.
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Other CDC’s investments include La Poste (26%-ownership, postal and local banking services), CNP Assurances (41%, life
insurance), Icade (42%, real estate), Veolia Transdev (50%, transportation) and Compagnie des Alpes (40%, leisure).

Financial strength indicators
Asset quality – CDC had total consolidated assets of €143bn as of end-FY13. The majority were bonds, stocks and
participations, a mix that reflects its role as a prominent institutional investor. Out of total financial assets of €79bn as of
end-FY13 (debt instruments not measured at fair value through profit or loss as well as loans and prepayments),
approximately 1.0% was classified as impaired. CDC invests only in structured products rated AAA on issuance by at least
one agency.
Profitability – CDC has a profit sharing agreement with the French state whereby 50% of consolidated net profit is distributed
to the state, with a limit set at 75% of net profits registered in CDC’s social accounts. Historically, CDC’s core revenues have
been stable, but profitability has been volatile due to the large (€11bn) equity holdings through the Strategic Investment Fund
(this was transferred to BPI in July 2013).
In FY14, CDC reported net profit attributable to owners of €1.8bn, compared to net profit of €2.1bn in FY13. Net banking
income was largely unchanged YoY, and the decrease was driven by exceptional €1.2bn gains from the assets transferred to
bpifrance reported in FY13 and absent the following year.
Capitalisation – CDC is not a bank and, therefore, does not disclose capital ratios. Since 2010, CDC’s capital adequacy has
been monitored by the Prudential Control Authority, France’s bank regulator.
Funding – CDC mainly finances its long-term investments from accumulated reserves and deposits from the legal
professions, although does access term debt markets to diversify its liabilities. At end-FY13, customer deposits made up 44%
of total liabilities. Interbank funding accounted for 18%, while debt securities in issue comprised 25%. CDC maintains a
€18.5bn EMTN programme, under which it plans issuance of around €4bn per year in maturities from 2 to 30 years. While the
majority of outstanding benchmark issues have come in EUR and USD, this has been complemented by smaller benchmarks
in GBP, CHF and JPY, as well as private placements in various currencies.

Rating agencies’ views
Moody’s rates CDC Aa1/Negative, which is in line with the rating for the French State. According to Moody’s, CDC’s credit
risk profile is intrinsically linked to the French state, reflecting the governance structure, as well as operational and financial
ties. While being a separate entity from a legal standpoint, CDC is essentially engaged in delivering government policies at
the state’s behest, in Moody’s view.
S&P rates CDC AA/Negative. The rating agency changed the outlook from stable in October 2014, following similar action on
the French State reflecting the risk that a sovereign downgrade would lead to a downgrade of CDC’s ratings. S&P expects
CDC to continue playing an active role in French public policy, ensuring an "almost certain" likelihood of support from the
French authorities in the event of need.
Fitch downgraded CDC’s rating to AA/Stable from AA+ in December 2014, which mirrors a similar rating action on the French
State. The rating is based on Fitch’s belief that there is an implicit guarantee for all of CDC’s obligations from the French state
due to its unique, fully state-controlled legal status. Consequently, ratings are aligned and will move in tandem with those of
the French state.
CDC – key financial data
€mn

FY13*

FY12*

FY11*

Total assets

143,089

145,324

262,263

Customer loans

10,357

7,391

12,807

Interbank deposits

20,423

22,274

13,938

Customer deposits

49,325

49,173

50,736

Debt securities

27,709

23,222

25,879

Total equity (excl. non-controlling interests)

27,460

23,690

21,168

Balance sheet

Income statement
Net interest income

452

663

3,876

Net banking income

3,649

3,533

8,162

Cost of risk

55

235

69

Pre-tax profits (loss)

2,973

(962)

1,339

Net profit (attributable to owners)

2,137

(454)

206

*Note: FY13 and FY12 include restatements due to the application of updated accounting standards and the use of the equity-accounting method for joint ventures,
which led to material changes in the recognition of CNP Assurances and Transdev Group in consolidated financials. Source: Company reports
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This research report is produced by Daiwa Securities Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited in the European Union, Iceland, Liechtenstein,
Norway and Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Conduct Authority and is a member of the London Stock Exchange, Eurex and
NYSE Liffe. Daiwa Capital Markets Europe Limited and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of
the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options thereof and/or
may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Daiwa Capital Markets Europe Limited and its affiliates may have
positions and effect transactions in such securities or options and may serve as Directors of such issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK
law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients.
This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FCA and should not therefore be distributed to such Retail
Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that the protection
afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available.
Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory. Regulatory disclosures of investment banking relationships are available at http://www.us.daiwacm.com/.
Investment Banking Relationships; Daiwa Capital Markets Europe Limited or an affiliate has managed or co-managed a public offering of securities in the past 12 months, or has received
compensation for investment banking services in the past 12 months: Caisse des Dépôts et Consignations
The statements in the preceding paragraphs are made as of April 2015.
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Additional notes for Japanese-based investors
Explanatory Document of Unregistered Credit Ratings
In order to ensure the fairness and transparency in the markets, Credit Rating Agencies became subject to the Credit Rating Agencies’ registration system based on the Financial Instruments and
Exchange Act.
In accordance with this Act, in soliciting customers, Financial Instruments Business Operators, etc. shall not use the credit ratings provided by unregistered Credit Rating Agencies without informing
customers of the fact that those Credit Rating Agencies are not registered, and shall also inform customers of the significance and limitations of credit ratings, etc.
The Significance of Registration
Registered Credit Rating Agencies are subject to the following regulations:
1) Duty of good faith.
2) Establishment of control systems (fairness of the rating process, and prevention of conflicts of interest, etc.).
3) Prohibition of the ratings in cases where Credit Rating Agencies have a close relationship with the issuers of the financial instruments to be rated, etc.
4) Duty to disclose information (preparation and publication of rating policies, etc. and public disclosure of explanatory documents).
In addition to the above, Registered Credit Rating Agencies are subject to the supervision of the Japanese Financial Services Agency (“JFSA”), and as such may be ordered to produce reports, be
subject to on-site inspection, and be ordered to improve business operations, whereas unregistered Credit Rating Agencies are free from such regulations and supervision.
Credit Rating Agencies

[Standard & Poor’s]
The Name of the Credit Rating Agencies group, etc
The name of the Credit Rating Agency group: Standard & Poor’s Ratings Services
The name and registration number of the Registered Credit Rating Agency in the group:
Standard & Poor’s Ratings Japan K.K. (JFSA commissioner (Rating) No.5)
How to acquire information related to an outline of the rating policies and methods adopted by the person who determines Credit Ratings
The information is posted under “Unregistered Rating Information” (http://www.standardandpoors.co.jp/unregistered) in the “Library and Regulations” section on the website of Standard & Poor’s
Ratings Japan K.K. (http://www.standardandpoors.co.jp)
Assumptions, Significance and Limitations of Credit Ratings
 Credit ratings assigned by Standard & Poor’s are statements of opinion on the future credit quality of specific issuers or issues as of the date they are expressed and they are not indexes which
show the probability of the occurrence of the failure to pay by the issuer or a specific debt and do not guarantee creditworthiness. Credit ratings are not a recommendation to purchase, sell or hold
any securities, or a statement of market liquidity or prices in the secondary market of any issues.
Credit ratings may change depending on various factors, including issuers’ performance, changes in external environment, performance of underlying assets, creditworthiness of counterparties and
others. Standard & Poor’s conducts rating analysis based on information it believes to be provided by the reliable source and assigns credit ratings only when it believes there is enough information
in terms of quality and quantity to make a conclusion. However, Standard & Poor’s does not perform an audit, due diligence or independent verification of any information it receives from the issuer
or a third party, or guarantee its accuracy, completeness or timeliness of the results by using the information. Moreover, it needs to be noted that it may incur a potential risk due to the limitation of
the historical data that are available for use depending on the rating.
 This information is based on information Daiwa Securities Co. Ltd. has received from sources it believes to be reliable as of February 7th, 2014, but it does not guarantee accuracy or
completeness of this information. For details, please refer to the website of Standard & Poor’s Ratings Japan K.K. (http://www.standardandpoors.co.jp)

[Moody’s]
The Name of the Credit Rating Agencies group, etc
The name of the Credit Rating Agency group: Moody’s Investors Service, Inc. (“MIS”)
The name and registration number of the Registered Credit Rating Agency in the group:
Moody’s Japan K.K. (JFSA commissioner (Rating) No.2)
How to acquire information related to an outline of the rating policies and methods adopted by the person who determines Credit Ratings
The information is posted under “Unregistered Rating explanation” in the section on “The use of Ratings of Unregistered Agencies” on the website of Moody’s Japan K.K. (The website can be
viewed after clicking on “Credit Rating Business” on the Japanese version of Moody’s website (http://www.moodys.co.jp)
Assumptions, Significance and Limitations of Credit Ratings
 Credit ratings are Moody’s Investors Service, Inc.’s (“MIS”) current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities. MIS defines credit risk as
the risk that an entity may not meet its contractual, financial obligations as they come due and any estimated financial loss in the event of default. Credit ratings do not address any other risk,
including but not limited to: liquidity risk, market value risk, or price volatility. Credit ratings do not constitute investment or financial advice, and credit ratings are not recommendations to purchase,
sell, or hold particular securities. No warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose of any such rating or other
opinion or information, is given or made by MIS in any form or manner whatsoever.
 Based on the information received from issuers or from public sources, the credit risks of the issuers or obligations are assessed. MIS adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MIS considers to be reliable. However, MIS is not an auditor and cannot in every instance independently verify or validate
information received in the rating process.
This information is based on information Daiwa Securities Co. Ltd. has received from sources it believes to be reliable as of October 1st, 2010, but it does not guarantee accuracy or completeness of
this information. For details, please refer to the website of Moody’s Japan K.K. (http://www.moodys.co.jp)

[Fitch]
The Name of the Credit Rating Agencies group, etc
The name of the Credit Rating Agency group: Fitch Ratings ("Fitch")
The name and registration number of the Registered Credit Rating Agency in the group:
Fitch Ratings Japan Limited (JFSA commissioner (Rating) No.7)
How to acquire information related to an outline of the rating policies and methods adopted by the person who determines Credit Ratings
The information is posted under “Outline of Rating Policies” in the section of “Regulatory Affairs” on the website of Fitch Ratings Japan Limited (http://www.fitchratings.co.jp)
Assumptions, Significance and Limitations of Credit Ratings
 Ratings assigned by Fitch are opinions based on established criteria and methodologies. Ratings are not facts, and therefore cannot be described as being “accurate” or “inaccurate”. Credit
ratings do not directly address any risk other than credit risk. Credit ratings do not comment on the adequacy of market price or market liquidity for rated instruments. Ratings are relative measures
of risk; as a result, the assignment of ratings in the same category to entities and obligations may not fully reflect small differences in the degrees of risk. Credit ratings, as opinions on relative
ranking of vulnerability to default, do not imply or convey a specific statistical probability of default.
 In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable
investigation of the factual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent
such sources are available for a given security or in a given jurisdiction. The assignment of a rating to any issuer or any security should not be viewed as a guarantee of the accuracy, completeness,
or timeliness of the information relied on in connection with the rating or the results obtained from the use of such information. If any such information should turn out to contain misrepresentations
or to be otherwise misleading, the rating associated with that information may not be appropriate. Despite any verification of current facts, ratings can be affected by future events or conditions that
were not anticipated at the time a rating was issued or affirmed.
 For the details of assumption, purpose and restriction of credit ratings, please refer to “Definitions of ratings and other forms of opinion” on the website of Fitch Rating Japan Limited.
This information is based on information Daiwa Securities Co. Ltd. has received from sources it believes to be reliable as of February 7th, 2014, but it does not guarantee accuracy or completeness
of this information. For details, please refer to the website of Fitch Rating Japan Limited (http://www.fitchratings.co.jp)
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