
Roquette Freres' Proposed Hybrid Notes Rated 'BB+
And Its Proposed Senior Unsecured Debt Rated 'BBB'
November 12, 2024

- Roquette Freres plans to issue a benchmark-size seven-year senior unsecured notes and a
€600 million perpetual deeply subordinated hybrid instrument to partially refinance the €2.6
billion-equivalent acquisition bridge facility maturing March 18, 2026, that was secured to
pre-fund the acquisition of International Flavors & Fragrances Inc.'s pharmaceutical solutions
business.

- Although Roquette has no track record of issuing and maintaining hybrid capital instruments in
its structure, we assume the company is committed to maintaining its hybrid stock on its
balance sheet and that hybrids represent an important feature of its debt deleveraging
strategy.

- We initially classify the equity content on the proposed hybrid notes as minimal and anticipate
reclassifying it as intermediate once the acquisition closes, expected in second-quarter 2025,
and the associated early redemption clause is waived.

- We therefore rated the proposed senior unsecured notes 'BBB' and the proposed hybrid
instrument 'BB+' to reflect its subordination and optional deferability.

DUBLIN (S&P Global Ratings) Nov. 12, 2024--S&P Global Ratings today assigned its 'BBB'
long-term issue rating to the benchmark-size seven-year senior unsecured notes Roquette Freres
(Roquette; BBB/Negative/A-2) plans to issue. At the same time, we assigned our 'BB+' issue rating
to Roquette's proposed €600 million perpetual deeply subordinated hybrid securities.

Roquette will use the proceeds from both instruments to refinance part of the €2.6
billion-equivalent (U.S. dollar denominated) bridge facility, maturing March 18 2026, it secured to
pre-fund the acquisition of the pharmaceutical solutions business of International Flavors &
Fragrances Inc. (BBB-/Negative/A-3). The transaction is expected to close at the beginning of
second-quarter 2025.

This would therefore help further improve the average debt maturity profile of Roquette's capital
structure once the acquisition closes. We base our opinion on Roquette's success refinancing
€600 million-equivalent amounts from the bridge facility in second-quarter 2024 through an
equivalent five-year syndicated term loan split in two tranches (€275 million and $350 million).

The 'BBB' issue rating on the proposed senior unsecured notes is in line with the issuer credit
rating on Roquette. The issue rating reflects the lack of material prior ranking debt in the capital
structure. The proposed notes would rank pari-passu with Roquette's other senior debt,
comprising commercial paper drawdowns, syndicated term loans, and U.S. private placement
notes.
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If Roquette successfully issues the hybrid notes in line with the terms and conditions of the draft
documentation we have received, we will initially classify the equity content as minimal. We
anticipate reclassifying the equity content as intermediate once the acquisition closes and the
associated early redemption clause is waived. The notes would carry intermediate equity content
until the first reset date set 5.25 years from issuance (2030). During this period, the securities
would meet our criteria in terms of ability to absorb loss or conserve cash if needed.

We derive our 'BB+' issue rating on the proposed securities by notching down from our 'BBB'
long-term issuer credit rating on Roquette. The two-notch differential reflects:

- A one-notch deduction because of the deep subordination of the instrument while the rating on
Roquette is 'BBB'; and

- An additional one-notch deduction to reflect the payment flexibility--the deferral of payment is
optional.

The additional deducted notch reflects our view that Roquette is relatively unlikely to defer
interests. Should our view change, we may deduct additional notches to derive the issue rating.

Furthermore, to capture our view of intermediate equity content, we consider 50% of the related
payments on the notes a fixed charge and 50% as equivalent to a common dividend, in line with
our hybrid capital criteria. The 50% treatment of principal and accrued interest also applies to our
calculation of Roquette's adjusted debt.

Key factors in our assessment of the proposed hybrid's permanence

The notes do not have a legal maturity date. That said, they can be called at any time in the period
from three months from the first call period (5.25 years from issuance) and for events that we
deem external or remote (change in tax, accounting, law rating methodology, change of control,
following prior purchase of at least 75% of the originally issued securities). In addition, Roquette
can also purchase the notes in the open market at any time, in which case they may be cancelled.
In our view, the risk of early redemption is mitigated by Roquette's financial policy commitment to
deleveraging and by the group's intention to maintain the hybrid instrument in its capital structure
or to replace it with an equivalent instrument in terms of equity credit. We understand that the
hybrid securities represent an important feature of its debt deleveraging strategy.

We understand the interest to be paid on the proposed security will increase by 25 basis points
(bps) per year over the 5.25 years after the issue date, then by 100 bps per year at the second
step-up date--every five years starting after the first reset date. We view the annual 100 bps
step-up as an economic incentive to redeem the instrument; as such, we treat the date of the
second step-up (2035) as the instrument's effective maturity.

Finally, we expect the amount of issued hybrid notes will not exceed 15% of the group's
capitalization pro-forma for the acquisition of IFF pharma solutions business.

Key factors in our assessment of the proposed hybrid's deferability

In our view, Roquette's option to defer payment on the proposed notes is discretionary. This
means that the issuer may elect not to pay accrued interest on an interest payment date because
doing so is not an event of default, and there are no cross defaults with senior debt instruments.
However, any outstanding deferred interest payment will have to be settled in cash if Roquette
declares or pays an equity dividend, and if the issuer redeems shares of equally ranking securities.
This condition is in line with our criteria because once the issuer has settled the deferred amount,
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it can still choose to defer on the next interest payment date.

Key factors in our assessment of the proposed hybrid's subordination

The proposed notes and coupon are intended to constitute Roquette's direct, unsecured, and
deeply subordinated obligations, ranking senior only to common shares (actions ordinaires) and
deeply subordinated financial obligations (currently none in the capital structure).
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criteria. Please see Ratings Criteria at www.spglobal.com/ratings for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/504352. Complete ratings
information is available to RatingsDirect subscribers at www.capitaliq.com. All ratings affected by this rating action
can be found on S&P Global Ratings' public website at www.spglobal.com/ratings. Alternatively, call S&P Global

www.spglobal.com November 12, 2024       3

© S&P Global Ratings. All rights reserved. No reprint or dissemination without S&P Global Ratings' permission. See Terms of
Use/Disclaimer on the last page.

3281570

Roquette Freres' Proposed Hybrid Notes Rated 'BB+ And Its Proposed Senior Unsecured Debt Rated 'BBB'



Ratings' Global Client Support line (44) 20-7176-7176.
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