STANDARD
APOOR’S

Global Credit Portal

RatingsDirect®

October 3, 2011

Research Update:

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

Primary Credit Analyst:
Matthew Pirnie, Johannesburg (27) 11 214 1993;matthew_pirnie@standardandpoors.com

Secondary Contact:
John Gibling, London (44) 20-7176-7209;john_gibling@standardandpoors.com

Table Of Contents

Overview
Rating Action
Rationale

Related Criteria And Research

Ratings List

www.standardandpoors.com/ratingsdirect 1

896207 | 300485494



Research Update:

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

Improved Financial Performance

Overview

e Lower funding costs and a stronger revenue base have |led to inproved
financial performance for Egstra Holdings Ltd. (Egstra) in the past 12
nont hs.

W are therefore raising the long-term South Africa national scale rating
on Eqstra to 'zaA-' from'zaBBB+' . At the same tinme, we are affirm ng our
short-termrating at 'zaA-2'.

e Although unlikely in the nmediumterm further positive rating action
could occur in the event of an inprovenent in sustainable |ong-term
revenue growth and associ ated cash fl ow generation fromleased assets.
This would occur if the absol ute anmount of debt increased only
noderately, capitalization remains at good levels and if the funding
structure were to diversify materially.

e Ratings could be lowered if Eqstra increases its debt |everage w thout
the benefit of sustainable and reliable revenues and cash flows that we
consider well defined, if capital adequacy |evels reduce significantly,
or if the funds beconme less diversified or nore short term

Rating Action

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

Rationale

The upgrade reflects our view of Eqstra's stronger financial performance from
[ ower funding costs and inproved revenues through the distributorship and

i ndustrial equiprment divisions. This conplenments the inproved funding
structure and capitalization achieved in the past two years, in our opinion

Egstra is a South Africa-based nonoperational holding conpany, overseeing four
separ at e busi ness divisions: contact mning and plant rental, construction and
m ni ng equi prent di stributorshi ps, passenger and comercial vehicles, and

i ndustrial equipnent.

The ratings are supported by good |levels of capitalization, a strong |oca
mar ket position and custonmer franchise, and a relatively diversified business
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profile for an operating |easing conpany. The ratings are constrained by the
vul nerability of earnings and cash flow to donestic econonic and comodity
cycles, high counterparty concentrations, and a reliance on whol esal e fundi ng
wi th donmestic bank concentration. Furthernore, due to its nonbank status,
Egqstra woul d not benefit fromaccess to central bank liquidity, if required.
The ratings factor in our assessnent of the conpany's stand-al one credit
profile and do not include any uplift for extraordi nary external support.

Profitability and associated cash flow have inproved in the past 15npbnths, as
a result of decreased financing costs and inproved revenues fromthe

di stributorship and industrial equi pnment 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-termdebt and an
increase in equity raised in July 2010, as well as the successfu
renegotiation of a large proportion of its bank debt in early 2011

The maj or inprovenent in EBITDA stenmed nmainly fromthe ongoing restructuring
of Eqstra's distributorship unit, which recorded a net incone of South African
rand (ZAR) 36 million (equal to 12% of total incone) in financial year 2011
conpared to a ZAR310 million loss in 2010. Revenue across the other divisions
has been rel atively stable, although sales of industrial equipnent notably

i ncreased by 32%in financial year 2011

We anti ci pate stronger sustainable revenues in fiscal-2012, driven by new
contracts and the contact mning and plant rental division, as well as
sustained grow h in the industrial equipnent division. Qur expectations al so
factor in a noderate increase in debt levels to fulfill this revenue growh,
as nost |easing assets are already on the bal ance sheet. The distributorship
di vision could | ose sone business position and revenue in 2012 if Egstra 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 nmonentum although unlikely in the mediumterm could
occur in the event of an inproverment in the sustainable |ong-term growth of
revenues and associ ated cash flow generation froml eased assets and

i nventories, alongside a noderate increase in absolute debt Ievels and the

mai nt enance of current capital adequacy levels. |If Egstra pursues its growth
strategy out of free cash flow, rather than by |everaging existing capital and
i ncreasi ng debt, we would see that as positive for the ratings. W would al so
consi der further meani ngful diversification of its funding structure as
necessary before any further positive rating action were to occur

Negative ratings monmentumcould follow if the conpany increases its debt

| everage without the benefit of sustainable and reliable revenues and cash
flows that we consider well defined. The ratings could al so cone under
pressure if Eqstra returns to a |less-diversified or shorter-term fundi ng
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 nmeet 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
conparative credit risk analysis of active issuers within one country.

Related Criteria And Research

* Understandi ng National Rating Scales, April 14, 2005

* Busi ness Risk/Financial Risk Matrix Expanded, May 27, 2009

e Standard & Poor's Provides Mappi ng Gui dance For Its South Africa National
Credit Rating Scale, Dec. 7, 2007

e Bank Rating Analysis Methodol ogy Profile, March 18, 2004

* Focus On Leasing Analysis, March 31, 2004

Ratings List
Upgraded; Ratings Affirmed

To From
Egstra Hol di ngs Ltd.
South Africa National Scale Rating zaA-/--/zaA-2 zaBBB+/ - -/ zaA-2
Seni or 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

Conplete ratings information is available to subscribers of RatingsDirect on
the A obal Credit Portal at www gl obalcreditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press O fice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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