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Credit Mutuel Alliance Federale
Credit Mutuel's sale of Euro-Information Telecom to
Bouygues Telecom is credit positive

On 26 June, Groupe Credit Mutuel (Crédit Mutuel) announced that it had entered into
an exclusive agreement to sell its subsidiary Euro-Information Telecom (EIT), France's
largest mobile virtual network operator (MVNO), to Bouygues Telecom, a subsidiary of
French conglomerate Bouygues S.A. (A3 stable). The agreement also includes an exclusive
distribution agreement under which Credit Mutuel will sell Bouygues Telecom's products and
services. The transaction will have, in the short term, a positive impact on Crédit Mutuel's
capitalisation and will over time increase commissions for Crédit Mutuel, all of which are
credit positive for the bank.

EIT, which is owned by 16 regional federations of French mutualist banking group Crédit
Mutuel, including the 13 of the largest subgroup Credit Mutuel Alliance Federale1, is the
largest MVNO provider in France, with more than €500 million of annual revenues stemming
from a customer base of more than 2 million clients. It operates through brands NRJ Mobile,
CIC Mobile, Crédit Mutuel Mobile, Auchan Mobile and Cdiscount Mobile.

EIT will be sold to Bouygues Telecom for a fixed amount of €530 million, to be paid on the
closing of the transaction, and an additional variable amount of between €140 million and
€325 million contingent upon future financial performance and payable over several years.
The transaction, which awaits approval from the French competition authority, should be
completed by the end of 2020. Credit Mutuel Alliance Federale's Common Equity Tier 1
(CET1) ratio, which was 17.3% at the end of 2019, will improve by around 10-15 basis points
over the second half of 2020 as a result of the sale, a credit positive.

As part of the agreement, Crédit Mutuel's network, including that of Credit Industriel et
Commercial (CIC, Aa3/Aa3 stable, baa1)2, will sell Bouygues Telecom's products and services.
This will give Bouygues access to over 4,200 Crédit Mutuel and CIC bank branches with
their 30,000 customer advisors versus only 500 retail stores of its own. The distribution
agreement will allow Crédit Mutuel to progressively increase banking revenues in the form
of distribution commissions because of the well-known nature of Bouygues Telecom's brand
and offers. Although Crédit Mutuel has been selling telecom services for years in its retail
branch network, the new telecom offering will likely be broader and better suited to current
consumption trends. It will build on the increasing convergence between landline, internet
and mobile, whereas EIT is a mobile phone operator only. This agreement is fully in line with
the group’s strategy in mobile phone services, which is to offer competitive and complete
solutions with the highest technological standards and the best experience to customers and
members.

http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1236301
https://www.moodys.com/credit-ratings/Groupe-Credit-Mutuel-credit-rating-822325101
https://www.moodys.com/credit-ratings/Bouygues-SA-credit-rating-600022091
https://www.moodys.com/credit-ratings/Credit-Mutuel-Alliance-Federale-credit-rating-600037755
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This transaction occurs at a time of intensive transformation for the telecom industry. The industry is confronted with large
investments to keep up with fiber installation, the upcoming 5G and fixed-mobile convergence. 5G will be a game changer in the
coming years and the choice of a long-term strategic partner such as Bouygues will enable Groupe Credit Mutuel to continue and
accelerate its strategy of offering telecom and other services to its client base. In June, the strategic partnership concluded in Belgium
between Belfius Bank SA/NV (A1/A1 stable, baa1) and Proximus SA de droit public (A1 stable) also illustrated the synergies that can be
found between telecom operators and financial institutions, although in the case of Belfius the agreement also contemplated the sale
of banking products by the telecom operator.

Endnotes
1 Credit Mutuel Alliance Federale issues debt through its subsidiary Banque Federative du Credit Mutuel (Aa3/Aa3 stable, a3: the ratings shown are Banque

Federative's du Credit Mutuel's deposit rating, senior unsecured debt rating and Baseline Credit Assessment), which is also the holding company of Credit
Mutuel Alliance Federale's operating subsidiaries.

2 The ratings shown are CIC's deposit rating, senior unsecured debt rating and Baseline Credit Assessment.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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