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14-I-0084 
February 26, 2015 

JCR Affirmed A-/Stable(FC) and A- Ratings on JPY bonds of 
Renault 
Japan Credit Rating Agency, Ltd. (JCR) announces the following credit ratings. 

Rationale 
(1) Renault, 15% owned by the French government, is one of the leading European producers of 

passenger cars and light commercial vehicles. The ratings primarily reflect its robust operating 
base in Europe centering on France, enhanced cost structure thanks to its deepened alliance with 
Nissan Motor and relatively sound financial structure. On the other hand, they remain constrained 
by a relatively low earnings capacity of its auto division. The rating outlook is stable. Its core auto 
division is enhancing its earnings capacity through cost reduction and increased car sales brought 
by the introduction of new models. It also retains a positive net cash position by securing free cash 
flows through stringent management of its working capital. There are concerns about rising 
political and economic risks in some emerging countries. However, JCR holds that its resilience to 
the harsh business environment has been enhanced thanks to the cost reduction and the 
successful pursuit of synergy effects with Nissan. It will closely monitor how the Company will 
improve its earnings capacity through the effect of introducing new models based on its Common 
Module Family (CMF), the next-generation vehicle engineering concept. 

(2) Renault sold 2.71 million vehicles in 2014. Its group car sales, together with those of Nissan and 
Russian partner AvtoVaz, came to 8.47 million units, ranking it fourth in the world. In its global 
operations, Renault runs two major car manufacturing subsidiaries in Romania and South Korea in 
addition to its comprehensive alliance with Nissan, where it is the biggest shareholder with a 
43.4% stake. In particular, sales of entry-level vehicles stay solid, leading the Company’s overall 
performance. Renault’s enhanced cost structure and product competitiveness derived from its 
alliance with Nissan are the key factors that support the ratings. Both partners have been 
successful in trimming various costs as well as honing their competitive edge through adoption of 
common platforms and parts, and through rationalization of the procurement cost via joint 
purchase. They combined their four key functions of Engineering, Manufacturing/Supply Chain 
Management, Purchasing and Human Resources with the view to generating further synergies 
effect. Renault has set up a relatively stable position in the highly competitive European compact 
car market. Its flagship cars are midsize (C class) Megane, small-size (B class) Clio and entry-
level vehicle Logan. In recent years, however, its dependence on those cars has been declining 
due to growing sales of Sandero and Duster mainly in emerging countries. Under its midterm 
management plan, Renault is aiming to expand its annual group revenues to EUR50 billion and 
improve its operating margin to 5% by 2016. To achieve its targets, the Company is seeking to 
improve its cost structure through introduction of CMF, promotion of module components, 
expansion of the local content ratio and reduction of fixed cost mainly in France. 

(3) In 2014, Renault saw its car sales in Europe increase 12.5% amid a 5.9% market growth thanks to 
its introduction of new models. Its European market share rose to 10.1% in the year from 9.5% a 
year earlier. Its car sales in the markets outside of Europe dropped 5.9% on steep setbacks in 
Argentina and Russia. As a result, its global sales grew 3.2%. Renault’s consolidated gross 
revenues in 2014 totaled EUR41.0 billion, up 0.3% from 2013, on increased car sales and price 
hikes for its cars. The core auto division posted a EUR858 million operating profit as it succeeded 
in canceling out the negative exchange rate impacts in some emerging countries with cost 
reduction and increased car sales. However, the division’s operating margin, at 2.2%, was still 
lower than those of its peers. Group operating profit surged 29.5% to EUR1,609 million due 
primarily to the improved performance in the auto division and a solid performance in the finance 
division. JCR will closely monitor future trends of car sales in emerging countries whose political 
and economic risks are rising and those of new CMF-based models. 

(4) The auto division’s financial position has been improving as it slashed its net interest-bearing debt 
by posting a gain on disposal of Volvo shares and by securing a free cash flow through stringent 
management of working capital. It had a positive net cash position totaling EUR2,104 million at the 
end of 2014, up from EUR1,761 million at the end of 2013, on reduction of its working capital. 
Capital ratio in the division remained relatively sound at above 40%. Renault had ample liquidity 
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consisting of EUR11.6 billion in cash and equivalents and EUR3.2 billion in undrawn credit lines at 
the end of 2014, more than enough to cover its debt repayment due in the coming years. 

Yoshihiko Tamura, Chief Analyst 
Makoto Ikushima, Senior Analyst 

 

Rating 
Issuer: Renault 
<Affirmation> 

 Rating Outlook 
FC (Foreign Currency Long-Term Issuer Rating) A- Stable 

 
Issue Amount (bn) Issue Date Due Date Coupon Rating 
Japanese Yen Bonds 13th 
Series (2013) 

JPY 38.0 Jun. 12, 2013 Jun. 12, 2015 1.92% A- 

Japanese Yen Bonds 14th 
Series (2013) 

JPY 49.6 Nov. 28, 2013 Nov. 27, 2015 1.37% A- 

Japanese Yen Bonds 15th 
Series (2014) 

JPY 75.0 Jun. 6, 2014 Jun. 6, 2016 1.09%  A- 

Japanese Yen Bonds 16th 
Series (2014) 

JPY 75.0 Jun. 6, 2014 Jun. 6, 2017 1.27%  A- 

 
Rating Assignment Date: February 24, 2015 
 
The criteria used for identifying matters which serve as assumptions for the assessment of the credit status, and the criteria 
used for setting of grades indicating the results of the assessments of the credit status are published as "Types of Credit 
Ratings and Definitions of Rating Symbols" (January 6, 2014) in Rating Policies on JCR's website 
(http://www.jcr.co.jp/english/). 
 
Outline of methodology for determination of the credit rating is shown as "JCR's Rating Methodology" (November 7, 2014) 
and "Automakers and Auto Parts Manufacturers" (March 26, 2012) in Rating Policies on JCR's website 
(http://www.jcr.co.jp/english/). 
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