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Research Update:

National Scale Ratings On South Africa-Based
Eqstra Holdings Ltd. Raised To 'zaA-' On
Improved Financial Performance

Overview
• Lower funding costs and a stronger revenue base have led to improved
financial performance for Eqstra Holdings Ltd. (Eqstra) in the past 12
months.

• We are therefore raising the long-term South Africa national scale rating
on Eqstra to 'zaA-' from 'zaBBB+'. At the same time, we are affirming our
short-term rating at 'zaA-2'.

• Although unlikely in the medium term, further positive rating action
could occur in the event of an improvement in sustainable long-term
revenue growth and associated cash flow generation from leased assets.
This would occur if the absolute amount of debt increased only
moderately, capitalization remains at good levels and if the funding
structure were to diversify materially.

• Ratings could be lowered if Eqstra increases its debt leverage without
the benefit of sustainable and reliable revenues and cash flows that we
consider well defined, if capital adequacy levels reduce significantly,
or if the funds become less diversified or more short term.

Rating Action
On Oct. 3, 2011, Standard & Poor's Ratings Services raised the long-term South
Africa national scale ratings on Eqstra Holdings Ltd. (Eqstra) to 'zaA-' from
'zaBBB+'. At the same time, we affirmed our short-term rating at 'zaA-2'.

Rationale
The upgrade reflects our view of Eqstra's stronger financial performance from
lower funding costs and improved revenues through the distributorship and
industrial equipment divisions. This complements the improved funding
structure and capitalization achieved in the past two years, in our opinion.

Eqstra is a South Africa-based nonoperational holding company, overseeing four
separate business divisions: contact mining and plant rental, construction and
mining equipment distributorships, passenger and commercial vehicles, and
industrial equipment.

The ratings are supported by good levels of capitalization, a strong local
market position and customer franchise, and a relatively diversified business
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profile for an operating leasing company. The ratings are constrained by the
vulnerability of earnings and cash flow to domestic economic and commodity
cycles, high counterparty concentrations, and a reliance on wholesale funding
with domestic bank concentration. Furthermore, due to its nonbank status,
Eqstra would not benefit from access to central bank liquidity, if required.
The ratings factor in our assessment of the company's stand-alone credit
profile and do not include any uplift for extraordinary external support.

Profitability and associated cash flow have improved in the past 15months, as
a result of decreased financing costs and improved revenues from the
distributorship and industrial equipment divisions. Financing costs dropped
rapidly to 54% of EBITDA at June 30 2011, from 88.3% in June 30, 2010. The
decline in financing costs reflects a reduction in short-term debt and an
increase in equity raised in July 2010, as well as the successful
renegotiation of a large proportion of its bank debt in early 2011.

The major improvement in EBITDA stemmed mainly from the ongoing restructuring
of Eqstra's distributorship unit, which recorded a net income of South African
rand (ZAR) 36 million (equal to 12% of total income) in financial year 2011,
compared to a ZAR310 million loss in 2010. Revenue across the other divisions
has been relatively stable, although sales of industrial equipment notably
increased by 32% in financial year 2011.

We anticipate stronger sustainable revenues in fiscal-2012, driven by new
contracts and the contact mining and plant rental division, as well as
sustained growth in the industrial equipment division. Our expectations also
factor in a moderate increase in debt levels to fulfill this revenue growth,
as most leasing assets are already on the balance sheet. The distributorship
division could lose some business position and revenue in 2012 if Eqstra sells
or loses the distribution rights to Bucyrus in South Africa. However, the
financial result of this potential change will be neutral, in our opinion.

Further positive ratings momentum, although unlikely in the medium term, could
occur in the event of an improvement in the sustainable long-term growth of
revenues and associated cash flow generation from leased assets and
inventories, alongside a moderate increase in absolute debt levels and the
maintenance of current capital adequacy levels. If Eqstra pursues its growth
strategy out of free cash flow, rather than by leveraging existing capital and
increasing debt, we would see that as positive for the ratings. We would also
consider further meaningful diversification of its funding structure as
necessary before any further positive rating action were to occur.

Negative ratings momentum could follow if the company increases its debt
leverage without the benefit of sustainable and reliable revenues and cash
flows that we consider well defined. The ratings could also come under
pressure if Eqstra returns to a less-diversified or shorter-term funding
profile, which would raise refinancing and liquidity risks.

Standard & Poor's national scale credit ratings provide a current opinion of
an issuer's creditworthiness or overall capacity to meet specific financial
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obligations, relative to that of other entities and specific obligations in a
given country. Standard & Poor's bases its national scale rating opinion on a
comparative credit risk analysis of active issuers within one country.

Related Criteria And Research
• Understanding National Rating Scales, April 14, 2005
• Business Risk/Financial Risk Matrix Expanded, May 27, 2009
• Standard & Poor's Provides Mapping Guidance For Its South Africa National
Credit Rating Scale, Dec. 7, 2007

• Bank Rating Analysis Methodology Profile, March 18, 2004
• Focus On Leasing Analysis, March 31, 2004

Ratings List
Upgraded; Ratings Affirmed

To From
Eqstra Holdings Ltd.
South Africa National Scale Rating zaA-/--/zaA-2 zaBBB+/--/zaA-2
Senior Unsecured zaA- zaBBB+
Short-term debt zaA-2 zaA-2

NB: This list does not include all ratings affected.

Additional Contact:
Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com

Complete ratings information is available to subscribers of RatingsDirect on
the Global Credit Portal at www.globalcreditportal.com. All ratings affected
by this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following Standard & Poor's numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright © 2011 by Standard & Poors Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved.
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