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Credit Agricole’s Asset Gathering Business

is a Source of Earnings Strength SE(_)EE Scope

Ratings

The insurance and asset management activities of Crédit Agricole SA (rated AA-,
Stable) are key parts of the Crédit Agricole Group’s product offering and earnings.

They underpin the universal banking model and provide opportunities to AT

strengthen customer relationships and support customer retention. This is Pauline Lambert
increasingly important considering competitive dynamics in the banking industry, +44 203 457 0444

such as evolving regulations and the proliferation of digital players and platforms p.lambert@scoperatings.com

that provide customers with more flexibility and choice.

Associate Analyst
The asset gathering business line comprises asset management (2017 revenues of

EUR 2.3bn), insurance (EUR 2.2bn), and wealth management (EUR 0.8bn). Supported
by leading market positions, efficient business models, and relatively lower capital
intensity, they generate higher returns than the group’s other businesses.

Alvaro Dominguez
a.dominguez@scoperatings.com

Figure 1: Important and consistent source of revenues and net income
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Source: Company data, Scope Ratings

While they make up just 16% of CA Group’s reported revenues, they account for 26% of

. ) Scope Ratings GmbH
reported net income group share (excluding Corporate Centre).
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Figure 2: Crédit Agricole SA’s net income group share % Allocated capital
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Largest insurer in France

Crédit Agricole Assurance (CAA) is the largest insurer in France and the eighth largest in
Europe based on premium income.! Over the last 30 years, CAA has grown into a
diversified and international insurer that is integrated into the group’s banking activities.
Over 90% of premium income stems from the group’s banking networks, under a
bancassurance model. Another 6% comes from internal financial partners with
complementary distribution channels, such as Crédit Agricole Consumer Finance and
BforBank (CA Group’s online bank), and the remainder from external partnerships such
as local banks in Japan.

Over 80% of business premium income is domestic. The largest international markets are
Italy and Luxembourg; there are also significant operations in Poland and Japan.

CAA maintains leading positions in the various insurance markets: savings and
retirement, death and disability, creditor/group insurance, and property and casualty. For
example, in France CAA ranks first in individual death and disability insurance, second in
life insurance with 15% market share, and fourth in household insurance.?

In savings and retirement (the group’s largest business, Figure 3), CAA serves all
customer segments, including individuals, farmers, small businesses, and corporates.
Supported by comparatively low acquisition and management costs as well as IT costs,
both premium income and assets under management (AuM) have demonstrated solid
growth. CAGR between 2014-2016 was 3% for premium income and 4% for AuM
(Figure 4). During 2017, premium income declined 3.6% while AuM increased 3.4%. To
achieve better returns, CAA has been shifting its focus to unit-linked business. During
2017, the proportion of unit-linked contracts continued to grow, reaching more than 21%
of outstanding AuM at year-end 2017.

Figure 3: Breakdown of insurance premium income Figure 4: Life insurance premium income growth
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Source: Company data, Scope Ratings

1 Source: Argus de I'Assurance.

As presented in the group’s medium-term plan, “Strategic Ambition 2020”, the aim is to
further increase the contribution of the insurance business to group revenues and net
income. Targets for 2019 include approximately EUR 1.3bn in net income group share
(2017: EUR 1.2bn), a cost-income ratio below 30%, 10% growth in savings and
retirement AuM, and more than 25% growth in property and casualty premium income.

2 Crédit Agricole — Insurance Workshop, December 2017 presentation.
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3 Source: IPE Top 400 Asset Managers survey.

Largest European asset manager

In July 2017, Amundi (the group’s asset management business) completed the
acquisition of Pioneer Investments, the former asset management subsidiary of
UniCredit, for EUR 3.5bn. Consequently, CA Group’s ownership in Amundi decreased to
70% from around 75%; the remaining 30% is publicly traded. Integration is expected to
take two years, with projected annual cost and revenue synergies of EUR 150m and
EUR 30m, respectively. In its recently detailed 2018-2020 strategic plan, Amundi targets
more than EUR 1bn in net income for 2020 (2017: EUR 0.7bn).

The acquisition of Pioneer added about EUR 240bn in AuM, bringing combined AuM to
EUR 1,426bn as of 31 December 2017. Based on AuM, Amundi is the number one asset
manager in Europe and ranks top 10 worldwide.?

Figure 5: Assets under management (EUR bn)
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Notes: Data as of YE 2016, except for Amundi (31/12/2017), Fidelity (31/03/2017), PIMCO (31/03/2017) and AXA
IM (30/09/2016).
Source: IPE, Top 400, June 2017

The combination further geographically diversifies the client base, with the proportion of
international AuM increasing to 42% from 29%. Amundi ranks number one in France,
within the top three in Italy and Austria, and is the second largest foreign player in
Germany.

The combination also increases the share of equities and multi-asset AuM to 34% from
26%, reducing the reliance on fixed-income products (Figure 6). There is also a shift in
the customer mix to higher-margin retail AuM (37% vs. 28%) from institutional AuM.
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Figure 6: Breakdown of AuM
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Figure 7: Growth in AuM (EUR bn)
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Amundi’s franchise benefits from extensive distribution agreements with CA Group and
Société Générale (a former minority shareholder). In 2017, over 35% of AuM stemmed
from the French banking networks and insurance companies of CA Group and Société
Générale. Amundi is the manager of CA Group’s insurance assets and is a key supplier
of asset management products for the group’s retail networks.

With the Pioneer acquisition, Amundi should further benefit from a long-term distribution
partnership with UniCredit's network. As of year-end 2017, the international retail
networks of CA Group and Société Générale combined with the retail networks of
UniCredit accounted for almost 10% of AuM, with the bulk coming from UniCredit.
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Disclaimer

© 2018 Scope SE & Co. KGaA and all its subsidiaries including Scope Ratings AG, Scope Analysis GmbH, Scope Investor
Services GmbH and Scope Risk Solutions GmbH (collectively, Scope). All rights reserved. The information and data supporting
Scope’s ratings, rating reports, rating opinions and related research and credit opinions originate from sources Scope considers
to be reliable and accurate. Scope does not, however, independently verify the reliability and accuracy of the information and
data. Scope’s ratings, rating reports, rating opinions, or related research and credit opinions are provided ‘as is’ without any
representation or warranty of any kind. In no circumstance shall Scope or its directors, officers, employees and other
representatives be liable to any party for any direct, indirect, incidental or other damages, expenses of any kind, or losses
arising from any use of Scope’s ratings, rating reports, rating opinions, related research or credit opinions. Ratings and other
related credit opinions issued by Scope are, and have to be viewed by any party as, opinions on relative credit risk and not a
statement of fact or recommendation to purchase, hold or sell securities. Past performance does not necessarily predict future
results. Any report issued by Scope is not a prospectus or similar document related to a debt security or issuing entity. Scope
issues credit ratings and related research and opinions with the understanding and expectation that parties using them will
assess independently the suitability of each security for investment or transaction purposes. Scope’s credit ratings address
relative credit risk, they do not address other risks such as market, liquidity, legal, or volatility. The information and data included
herein is protected by copyright and other laws. To reproduce, transmit, transfer, disseminate, translate, resell, or store for
subsequent use for any such purpose the information and data contained herein, contact Scope Ratings AG at Lennéstrale 5
D-10785 Berlin.
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