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MESSAGE FROM THE CEO

of the PSA Group taken all together

recorded growth greater than the market.
Peugeot successfully launched the new
combustion-powered and electric 208, while
Citroén achieved market share of 11.5% and DS
increased by 11.5%.

T he Peugeot, Citroén and DS (PCD) brands

A stable economic environment, with interest rates
at their lowest level ever as well as a low cost of risk
contributed to a historic year 2019.

PSA Banqgue France financing is now granted on
almost half of the vehicles sold by PCD to individuals.
Customer trust in insurance or service products
related to financing agreements resulted in an
average of 213 services/insurances subscribed per
financing. PSA Banqgue France also sought to meet the
expectations of its corporate customers by offering
e-signature in this customer segment.

THE EXCELLENT

2019 RESULTS OF THE
PSA BANQUE FRANCE
GROUP WERE ACHIEVED
IN A FAVORABLE
ENVIRONMENT WITH

A CLEARLY DEFINED
STRATEGY WHICH WAS
APPLIED PERFECTLY.

The success of PSA Banque France is also based on:

m a strategy of diversifying its funding sources,
the “Distingo par PSA Banqgue” business (online
collection of savings from individuals) amounting to
outstandings of €2.6 billion at the end of 2019;

®m an optimised capital management with several
innovative transactions in particular the subscription
of a credit insurance and the implementation of a SRT
(Significant Risk Transfer) transaction at the end of
the year.

But more importantly still, in 2019 the PSA Banqgue
France Group prepared for the future by building an
innovative marketing offer enabling it to support the
energy transition expected by the PCD brands, by
launching the MaaS (Mobility as a Service) revolution
and by tailoring loyalty offers to used vehicles (through
leasing with a purchase option).

Buoyed by a dealer network that placed it in the
top-three in brand financing (source: CEGOS/Auto
Infos), and by professional and responsive teams, the
PSA Banque France Group is equipped to maintain its
customers at the heart of its business and also to tackle
the unprecedented challenge of the COVID-19 health
crisis.

JEAN-PAUL DUPARC
Chief Executive Officer
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2019 KEY FIGURES

EVOLUTION OF VEHICLES FINANCED FOR END USERS

(in thousands of vehicles)
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EVOLUTION OF OUTSTANDING LOANS
TO END USERS AND DEALER NETWORK
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Activities of the PSA Banque France Group and its development

1.1 ACTIVITIES OF THE PSA BANQUE FRANCE GROUP
AND ITS DEVELOPMENT

1.1.1

The financial information presented in this annual report has
been prepared in accordance with “IFRS” (International
Financial Reporting Standards) adopted by the European
Union member countries. The consolidated financial

CONSOLIDATED INCOME STATEMENT

Summary of financial information

statements were certified at 31 December 2019 by the
Statutory Auditors of the PSA Bangue France Group,
PricewaterhouseCoopers and Mazars.

(in million euros) 31 December 2018 Change %
Net banking revenue 529 492 +7.5
General operating expenses and equivalent (159) (156) +1.9
Cost of risk 37 a4) +164.3
Operating income 333 322 +3.4
Other non-operating income O (O] (100.0)
Pre-tax income 333 321 +3.7
Income taxes (79) (103) (23.3)
NET INCOME 254 218 +16.5
CONSOLIDATED BALANCE SHEET

(in million euros)

Assets 31 December 2018 Change %
Cash, central banks, post office banks 453 329 +37.7
Financial assets 1 2 (50.0)
Loans and advances to credit institutions 979 668 +46.6
Customer loans and receivables 13,524 1,813 +14.5
Tax assets 10 3 +233.3
Other assets 377 329 +14.6
Property and equipment 18 9 +100.0
TOTAL ASSETS 15,362 13,153 +16.8
Liabilities 31 December 2018 Change %
Financial liabilities 2 3 (33.3)
Deposits from credit institutions 3,738 3,764 (0.7)
Due to customers 2,877 2,518 +14.3
Debt securities 5971 4,574 +30.5
Tax liabilities 377 340 +10.9
Other liabilities 799 494 +61.7
Subordinated debt 155 155 -
Equity 1,443 1,305 +10.6
TOTAL LIABILITIES 15,362 13,153 +16.8
OUTSTANDING LOANS BY CUSTOMER SEGMENT

(in million euros) 31 December 2018 Change %
Dealer network 4,322 3,677 +17.5
End users 9,202 8,136 +13.1
TOTAL CUSTOMER LOANS AND RECEIVABLES 13,524 11,813 +14.5

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT
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1.1.2

1.1.2.1 PRESENTATION

Banque PSA Finance, the finance company of the PSA
Group specialised in automotive financing, and Santander
Consumer Finance, the subsidiary of Banco Santander
specialised in consumer finance, signed a framework
agreement on 10 July 2014 on setting up a banking
partnership covering 11 countries in Europe.

This partnership between Banque PSA Finance and
Santander Consumer Finance takes the form of joint
ventures constituted in 2015 in France, the United Kingdom,
Spain and Switzerland, then in 2016 in Germany, Austria,
Belgium, Italy, the Netherlands, and Poland, and a
commercial partnership in Portugal since August 2015.

On 2 February 2015, Bangue PSA Finance and Santander
Consumer Finance, after having received the authorisation
of the European Central Bank on 28 January 2015,
formalised their cooperation to jointly perform banking
operations in France through the SOFIB Group whose legal
name changed to PSA Bangue France on 18 July 2016.

A. Organisation

PSA Bangue France is 50/50 controlled by Bangue PSA
Finance and by Santander Consumer Banqgue, the French
subsidiary of Santander Consumer Finance, and is fully
consolidated into the Santander Group.

STRUCTURE OF THE PSA BANQUE FRANCE GROUP

PSA

GROUPE

Santander Consumer Finance

I I
10?% 10?%
Banque PSA Finance Santander Consumer Banque
50%

N = G

BANQUE

FRANCE
|
10?%

Compagnie Générale de Crédit aux Particuliers - CREDIPAR

|
10?%

Compagnie pour la Location de Véhicules - CLV

The PSA Bangue France Group is established and operates
across the French territory from its registered office at 9, rue
Henri-Barbusse, Gennevilliers (92230), and its 3 agencies
(Grand Paris, Lyon and Rennes).

Activities of the PSA Banque France Group and its development

Activities of the PSA Banque France Group

The new PSA Bangue France Group was founded in 2015
through the combination of the financing activities from the
PSA Group in France operated by CREDIPAR, CLV, SOFIRA,
and SOFIB. In May 2015 the subsidiary CREDIPAR absorbed
the subsidiary SOFIRA. This operation had no impact on the
consolidated financial statements of the PSA Banque France
Group.

The cooperation with Santander Consumer Finance
enhances the activities of the PSA Banque France Group,
thanks to more competitive financial offers dedicated to
Peugeot, Citroén and DS customers and dealer networks.
These offers are accompanied by a complete range of
insurance products and services that enable customers to
benefit from a global and coherent product range at the
sales point. The PSA Bangue France Group also provides the
dealer networks of the three brands, with financing for their
stock of new and used vehicles and spare parts, as well as
other financing solutions such as working capital.

PSA Banque France is a credit institution and 100% parent
company of CREDIPAR, which itself holds 100% of CLV. All
financing activities are therefore carried out by PSA Banque
France and its CREDIPAR and CLV subsidiaries.

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT
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Activities of the PSA Banque France Group and its development

B. Organisation of the cooperation between Banque PSA Finance and Santander Consumer Finance

The cooperation between Banque PSA Finance and
Santander Consumer Finance is organised within the PSA
Banqgue France Group through a shared governance.

C. Business model and strategy

Backed by its economic model based on proximity with the
three historic brands of the PSA Group and their dealer
network, and by the financial support of the Santander
Group, the PSA Bangue France Group has demonstrated its
ability to adjust efficiently to the economic and financial
context while maintaining a high level of performance.

As such, the main leverage factors used by the PSA Banque
France Group are:

m an extended, structured and customised selection of
financing solutions. A comprehensive offering has been
developed to meet the needs of the Peugeot, Citroén and
DS dealer networks and their customers. A close
relationship with the commercial networks allows the PSA
Banque France Group to develop financing solutions and
services packages specifically designed to address their
needs. Since 2017, the PSA Banque France offer has been
proposed in the Aramis network specialised in the
purchase of new vehicles (all brands) or refurbished used
vehicles, either on line, by phone, or from its own network.
Aramis is a PSA Group company;

m a privileged relationship with Peugeot, Citroén and DS
and their dealer networks. Financing, insurance and
services solutions are marketed through the Peugeot,
Citroén and DS distribution networks, with a global
approach by packaging the financing proposal with the
sale of the vehicle. Vehicle renewal rates for these brands
are usually higher when customers finance their vehicles
via the PSA Bangue France Group. Today, PSA Bangue
France is tailoring its solutions following the arrival of
electric models in its brands’ ranges;

m a cutting-edge information system integrated into the
point of sale which will evolve in the coming months
enabling it to be as close as possible to ongoing
business in the networks. The PSA Bangue France
Group’s information systems are integrated with those of
the Peugeot, Citroén and DS brands, enabling the dealers
of these brands to make a global commercial proposal
that encompasses the vehicle, its financing solution as
well as any ancillary services. Eligible customers can thus
obtain a decision concerning their financing application
directly from the vehicle’s dealer;

1.1.2.2 PRODUCT AND SERVICE OFFER

In France, the PSA Bangue France Group offers financing,
insurance and services, as well as savings for retail
customers:

m financing for end users (68% of outstanding loans at
31 December 2019). Individuals and companies are
offered a range of solutions including instalment loans for
the purchase of new and used vehicles, as well as leasing
solutions with or without a purchase option. Free2Move
Lease (F2ML), created in 2017 is the dedicated PSA
Group’s internal Long-Term Lease business unit which is
part of the “Free2Move” global mobility initiative for all.
PSA Banqgue France is one of the operational and financial

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT

The governance rule of the committees implemented in the
context of the cooperation in all areas (sales, risk,
finance, etc.) is compatible with the corporate governance
regulatory framework.

m diversified insurance and service offerings with a high
added value. End users have various insurance options
and services related to the vehicle or ancillary to its
financing, proposed either at the same time as the
financing offers or during the period of vehicle detention.
The idea of a “one-stop-shopping” approach is to make
financing, insurance, and services overall more attractive
for customers. This offering will factor in the changing
nature of customer behaviour in terms of greater mobility;

m an optimal use of digital tools for the benefit of the
customer experience and the relationship with the point
of sale. In order to support changes in customer habits
when choosing a vehicle, The PSA Bangue France group
proposes online solutions: calculators on the websites of
the brands and of the dealer networks. Customers are also
offered the option of purchasing their vehicle online with
its financing whilst maintaining the relationship with the
network;

m a diversified refinancing policy. The PSA Banque France
Group benefits from funding raised on capital markets
(negotiable debt securities and bond issues under EMTN
programme), provided by debt securitisation transactions,
retail savings inflow from French customers, access to the
refinancing operations of the European Central Bank
(ECB) and bilateral bank credit lines, in addition to
intra-group financing provided directly by Santander
Consumer Finance.

Although it fully benefits from its status as a dedicated
financial partner of the PSA Group, the PSA Bangue France
Group operates according to an independent management
structure which aims for the success of its activities while
ensuring a rigorous control of its own risks. As for
commercial policy, it is closely aligned with the marketing
and business strategy of the Peugeot, Citroén, and DS
brands.

The asset management system includes a robust retail
credit acceptance policy based on an internally-developed
credit scoring method, and high standards of credit analysis
for corporate financing.

pillars of this solution for companies of all sizes. It
provides the financial package for service and insurance
solutions offered by F2ML, and its dedicated teams
provide field support and customer management. PSA
Bangue France continued to enhance its offer in 2019 in
view to adapting to the new behaviour of individuals and
corporate customers who want comprehensive mobility
solutions. Cars are at the heart of their mobility. But it
must be part of their ecosystem which encompasses all
means of transport at their disposal. PSA Banque France
intends to put in place offers providing solutions for this
new behaviour;
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financing for the dealer network (32% of outstanding
loans at 31 December 2019). Financing solutions are
available to the Peugeot, Citroén and DS dealer networks
for financing their stock of new and used vehicles, spare
parts, as well as other solutions for financing their working
capital and their investments;

insurance products and services. An extensive range of
services and insurance products intended for end users
can be proposed: insurance policies related to financing,
such as death/invalidity insurance, unemployment
insurance, or financial loss insurance which covers the
total loss of the financed vehicle. In addition, the Group
also provides insurance policies related to the vehicle,
such as car insurance or guarantee extensions for new
and used vehicles: assistance services including mobility
solutions and additional related services, for example, to
the maintenance of vehicles and to the “connected
vehicle” offer. In order to support corporate customers,
new insurance products covering their business

A. Loan Portfolios

Financing activities and outstanding loans by portfolio are
based on the following customer segments:

end-user loans primarily consist of financing for the
acquisition of vehicles by individuals, small and
medium-sized businesses and corporate customers
(outside the dealer network and their equivalents), either
through instalment loans or leasing contracts;

B. End-user financing

The PSA Banque France Group finances the purchase and
leasing, with or without a purchase option, of new and used
vehicles by individual customers and companies through
Peugeot, Citroén and DS dealer networks. Financing
solutions include insurance and services that protect the
customer and/or its vehicle.

The great majority of financing is for new vehicles. Financing
is also proposed for the purchase of used vehicles of any
automotive brand.

In 2019, the PSA Banque France Group supported the
launch of the new Peugeot, Citroén and DS models by
providing dedicated loyalty offers including financing,
insurance, and service packages, in particular through
leasing solutions. Free2Move Lease (F2ML) has enabled PSA
Banque France to perfect its comprehensive offer through a
specialised structure dedicated to Long-Term Leasing of
vehicles for companies of all sizes.

Interest rates proposed to customers are generally fixed and
administrative fees may be requested.

Promotional offers supported by the Peugeot, Citroén and
DS brands may also be made to customers in order to boost
vehicle sales or encourage the marketing of certain models.
The usual credit-scoring and pricing procedures are also
applied to this type of financing.

Activities of the PSA Banque France Group and its development

(transported  equipment or business interruption
guarantees) were put in place in 2019. The “Pay How You
Drive” solution is proving to be an outstanding success
with individuals. With a view to supporting the arrival of
new electric vehicles, a savings top-up solution by the
Group based on the number of days for car hire is
proposed as a financing contract option: Mobility pass It
enables a customer with an electric vehicle to rent a
combustion-powered vehicle for long trips and for a
defined period;

m public retail savings. The “Distingo par PSA Bangue”
retail savings business consists of savings accounts and
term deposits. 2019 was marked by a consolidation of
PSA Banque France’s position on the online savings
market. This commercial success also proves the
confidence of savers in the growth outlook for both the
PSA Group and PSA Bangue France, and demonstrates its
ability to retain customers.

m corporate dealer loans consist of financing the stock of
new vehicles, used vehicles, and spare parts granted to
the Peugeot, Citroén and DS brand dealer networks. In
this segment are also included loans and leases provided
to dealers to finance vehicles and equipments used in
their everyday activity, financing of working capital
requirement, treasury loans, property loans to finance
their premises and other types of products, including
current accounts.

Marketing and penetration rate

The PSA Banqgue France Group works closely in a privileged
partnership with the Peugeot, Citroén and DS dealer
networks. It financed 28.8% of new vehicles registered in
France by the historic brands of the PSA Group in 2019.

Financing solutions are marketed through the Peugeot,
Citroén and DS dealer networks, with a comprehensive
approach in order to propose to end users financing,
insurance, and service package with the sale of the vehicle.
These solutions are being upgraded after identifying
customers’ new requirement for simple and easy mobility.

The PSA Banqgue France Group’s information systems are
integrated with that of the brands, allowing the dealer
network to conduct the negotiation and customer
contracting processes with strong responsiveness. This
“one-stop shopping” ability is definitely an advantage that is
appreciated by customers. Eligible customers can thus
obtain a decision on their financing application directly from
the dealer. About 90% of requests from individuals and
nearly 70% of requests from companies are handled in less
than four hours. This integrated information management
system is also a key factor in driving down costs and
application processing time. The implementation in 2019 of
the electronic signature for corporate customers that use
finance leasing completes the solution offered to individuals.
This approach designed to simplify the customer journey
and the interface with the point of sale shows the
determination of the PSA Banque France Group to be the
partner of choice for its customers.

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT
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Activities of the PSA Banque France Group and its development

To support the communication and offers of Peugeot,
Citroén and DS on their websites, the PSA Banque France
Group has developed tools for simulating available financing
on the PSA Group and distribution network sites. Started in
2017, by putting in place an online financing solution with a
built-in  decision for ordering vehicles available in PSA
Group’s stock, in 2019, the offer of digital solutions
continued with the possibility given to individuals to order
their new vehicle and obtain a loan for it online while also
maintaining the relationship with a point of sale in the
brands’ networks.

A diversified range of offers is developed to meet the needs
of the Peugeot, Citroén and DS networks and their
customers. Its privileged partnership with these brands’
commercial networks enables the PSA Bangue France
Group to develop financing solutions that also include
insurance and services, to meet the expectations of end
users as closely as possible. The PSA Bangue France Group
assists Peugeot, Citroén and DS in identifying and designing
solutions that will satisfy the expectations of the different
targeted market segments, ahead of market trends. The
PSA Group is set to become the major partner of its
customers’ mobility. The PSA Banque France Group
develops financing, insurance and services to support this
new trend.

Penetration rates are measured by dividing the number of
new financing contracts for new Peugeot, Citroén and DS
vehicles by the number of passenger cars and utility vehicles
registered by the PSA Group for these three brands. The
number of new registered vehicles includes vehicles
purchased with cash, without financing. The PSA Banque
France Group’s share in the total of financed Peugeot,
Citroén and DS vehicles is significantly higher than the share
financed by our competitors (full-service banks or banks
specialised in consumer credit).

End-user instalment loans for new
and used vehicles

In the vast majority of cases, end-user instalment loans
propose fixed monthly payments covering accrued interest
and the amortisation of principal. In some cases, customers
may also be offered balloon loans, which feature a final
monthly payment that is larger than the previous ones. In
such cases, the owner of the vehicle financed by the loan
has the option to sell his vehicle back to the dealer at the
end of the contract for an amount equal to the last “balloon”
payment, if a commitment to buy the vehicle back from it
was signed by the dealer when the vehicle was sold.

The vehicle may be totally or partially financed. The
borrower has the option of making a personal contribution
covering a portion of the vehicle price and using financing
for the remaining amount. In all cases, the amount of
financing cannot exceed 100% of the price of the vehicle,
including options and accessories. Many customers (mainly
individuals) choose to partially finance the purchase price of
their vehicle.

Loan terms typically range from one to six vyears.
Instalments are generally monthly. In some cases it is,
however, possible to delay the first instalment for 60 to
90 days. The borrower may early prepay at any time. The
customer may be charged a fee in such cases.

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT

Vehicle financing granted by the PSA Bangue France Group
may come with guarantees, depending on the type of
vehicle financed and/or the risk profile of the customer,
whether an individual or a company.

The PSA Bangue France Group may request a third-party
surety. For corporate customers, a pledge on the company
or business assets may also be required to secure the
financing.

Lease activities to end users

Lease activities include long-term leasing, which is being
promoted to corporate customers by Free2Move Lease
since 2017; leasing with a purchase option; and finance
leases, depending on whether they are retail or corporate
customers. All of these different types of leases are
recorded as financial leases in the PSA Bangue France
Group’s consolidated financial statements and are included
in customer loans and receivables. Leased vehicles are not
recorded as fixed assets in the consolidated financial
statements prepared according to international accounting
standards.

The PSA Bangue France Group purchases vehicles from
Peugeot, Citroén and DS dealers and leases them to
end-user customers. Leases are mainly offered for one to
five years. The PSA Bangue France Group remains the
owner of the vehicle throughout the term of the lease. At
the end of the contract, the customer has the choice of
returning the vehicle or exercising his purchase option. For
long-term lease contracts, the dealer or, in some cases, the
manufacturer itself commits to repurchasing the vehicle
from the PSA Banque France Group when it is returned by
the customer at the end of the contract, at a price
determined at the inception of the contract. This buy-back
value of the vehicle corresponds to the estimated residual
value of the vehicle at the end of the rental period. As a
result of the vehicle buy-back commitment, the PSA Banque
France Group does not bear risk linked to buy-back or any
change in its value at the end of the lease (provided that the
dealer or manufacturer complies with the buy-back
obligation). The amount that the dealer or manufacturer
pays to the PSA Banque France Group is not affected by
any fees the customer may incur if the vehicle is not in a
satisfactory condition or has exceeded its agreed mileage.
However, the PSA Banque France Group will generally bear
the risk on the resale value of the vehicle if during the rental
period of the vehicle, the customer interrupts the payment
of his rents. The vehicle’s buy-back amount set in advance
by the dealer or manufacturer may not be enough to offset
the loss of payments not made by the customer. The
long-term lease contracts therefore include a clause to
compensate for the damage caused by the early termination
of the contract.

Underwriting, payments and collection

The PSA Banque France Group has established differen-
tiated credit scores for:

m financing on new vehicles or used vehicles;

m financing granted to individuals or corporate customers;
and

m different types of financing solutions: loans or leasing.
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The data used to assess borrowers’ counterparty risk are
taken from information and/or documents provided directly
by customers and, as applicable, enhanced with data from
our internal databases set up from detailed profiles of
customers and their payment histories. Information on
customers is verified using various databases made available
by public organisations (such as the Banque de France). For
corporate customers, the PSA Banque France Group uses
various sources of public and commercial information to
verify their creditworthiness. When the PSA Banque France
Group refuses financing applications, it maintains records for
6 months, that will result in automatic alerts if the same
customer re-applies for financing.

Instalments and lease payments are generally settled by
direct debit or transfer. In cases of non-payment, a second
debit order is triggered in order to automatically deal with
as many arrears as possible. For residual non-payments,
reminder notices are issued or the customer is called within
few days after the payment incident, and this process is
routinely repeated until the incident is resolved. The
PSA Banque France Group uses both in-house amicable
collection teams to attempt to resolve such incidents, and
an external service provider who supports the in-house
team by managing the first steps of the process.

If any unpaid amounts remain outstanding after 65 days, the
pre-litigation collection teams take over the management of

C. Financing for the dealer network

The PSA Bangue France Group provides financing solutions
for stocks of new, demonstration and used vehicles, as well
as spare parts, held by dealers in the Peugeot, Citroén and
DS networks. In addition to this main activity, other types of
financing are also offered to dealers of these brands,
to meet their operating (working capital, current
accounts, etc.) or investment requirements.

Credit lines may also be granted to dealers to finance their
vehicle buy-back obligations in the case of leases and

D. Insurance products and services

Over the vyears, the PSA Bangue France Group has
expanded its range of solutions by offering insurance
products and services developed with:

m “PSA Insurance”, the insurance business line that has been
50/50 held by Bangue PSA Finance and Santander
Consumer Finance since 2015. PSA Insurance, in particular,
markets personal protection and financial loss insurance
products;

m insurance partners who market assistance, used vehicle
warranty extension, and automobile insurance plans;

m Peugeot, Citroén and DS for vehicle-related services
developed and distributed by the PSA Banque France
Group, such as maintenance contracts and connected
services.

Thus, the PSA Banqgue France Group offers to its end users,
whether alone or jointly with the financing, a full range of
personal and vehicle-related insurance products and
services.

Activities of the PSA Banque France Group and its development

these payment incidents. Letters are sent to customers, and
backed up by phone calls. According to the elements of the
case and the information reported by the customer, the
collection teams determine the most appropriate solution
for the customer’s situation in order to collect the unpaid
amounts. They may request a specialist to intervene on the
field or establish consolidated debt arrangements, and if no
other solution is possible, take back possession of the
financed vehicle with or without a court order, thereby
terminating the contract.

After recovering the vehicle, the PSA Banque France Group
implements existing legal procedures (e.g. auctions) to sell
the vehicle.

For any past-dues exceeding 150 days, the contract is
accelerated and the litigation teams will attempt to recover
the total financing balance by first attempting an ultimate
amicable arrangement with the customers, before launching
more binding procedures or repossessing the vehicle if that
could not be done previously.

When past-dues remain beyond 48 months, (in case of
credit loans), or 24 months, (in case of leasing) after the
acceleration of the contract, the litigation teams ask for the
intervention of specialised external suppliers to recover the
past-dues or, as applicable, proceed with the assignment of
the receivables.

balloon loans: in this case they are used vehicle lines of
credit. The financing covers the full buy-back price of the
vehicle for the dealers, within the limit of an aggregate
amount set for each dealer. Regular and at least annual
reviews of the solvency and overall financial position of the
dealers are carried out by the PSA Banque France Group so
that credit limits can be adjusted if necessary.

The integrated approach to the vehicle’s sale, financing, and
additional services that are proposed during a single
encounter at the vehicle’s point of sale makes the
automobile offer more appealing to customers. Sales offers
that can be bundled, in addition to the services being
offered individually, allow for even more competitive terms
while providing the customer and the vehicle with optimal
protection.

Highly targeted offers have been developed that include
financing, insurance, and additional services, such as “Smile
& Go” at Citroén and “Peugeot Perspective”. Special
products have also been designed for used vehicles that
include financing, warranty extension, or a maintenance
contract, to best meet the customer's need for an
“all-in-one” product, with the option of subscribing to each
of the items individually if that is their preference. This is the
case, for example, with “Give Me 5” for Citroén and “Peugeot
Perspectives Occasions”.

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT
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Activities of the PSA Banque France Group and its development

As for car insurance, the PSA Banque France Group is also
building on its offer in line with this “one-stop shopping”
strategy by allowing its customers to buy all the vehicle’s
products & services, maintenance, and insurance at the
vehicle’s point of sale. In 2019, the "Pay How You Drive”
connected automotive insurance offer was developed;
becoming a genuine sales argument for the sales forces. It is
available for the three brands.

In 2019, on the strength of its different lines of insurance
products and services, the PSA Banqgue France Group

E. Retail savings market

In 2015, the PSA Banque retail savings activity targeted to
French customers was transferred to the PSA Bangue
France Group by Banque PSA Finance, which directly
managed the activity until that date. Managing the retail
savings business now enables PSA Bangue France to

1.1.2.3  POSITIONING

The status of the PSA Bangue France Group, the French
bank for Peugeot, Citroén, and DS brands, allows a close
partnership with their dealer network and naturally gives it a
privileged positioning. Consequently, the Group is able to
meet the financing needs of customers at the sales points, in
close relationship with the business models of the PSA
Group’s historic brands. Furthermore, the PSA Banque
France Group stands apart from its competitors by virtue of
the specific nature of the products and services it offers to
end users through its “one-stop shopping” solutions. With
these products and services, designed cooperatively with
Peugeot, Citroén, and DS, each customer’s needs can
instantly be met at the point of sale. This close relationship
with the brands enables the PSA Bangue France Group to
support PSA Group deploy its policy as a major player in its
customers’ mobility.

1.1.2.4 EMPLOYEES

At 31 December 2019, the overall workforce of the PSA
Banque France Group stood at 797 employees (excluding
work-study), or the full-time equivalent of 772.1 employees
with an additional 49 apprentices on fixed-term contracts.
New hires arrived in 2019 to support the PSA Bangue France
Group’s growth in particular in the Operations Department
for risk analysis and loan granting.

1.1.2.5 REAL ESTATE

The PSA Bangue France Group does not own any real
estate, neither for its registered office nor for its agencies,
which are rented.

1.1.2.6 LEGAL PROCEEDINGS AND

INVESTIGATIONS

The PSA Banque France Group complies with applicable
laws and regulations. Most of legal proceedings consist of
disputes relating to non-payments by end-user customers
and, to a lesser extent, by dealers, in the course of its
day-to-day financing activities.
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continued to build on its offer of ancillary products, which
play a big part in customer satisfaction and retention as well
as its overall profitability. The PSA Bangue France Group’s
insurance products and services are also included in the
Free2Move Lease offer, the dedicated long-term lease
solution for company vehicles. 2019 saw PSA Banque France
Group begin the process of tailoring its insurance and
services offer to meet the mobility needs of PSA Group
customers.

compete in the online savings market while at the same time
diversifying its sources of financing. Passbooks and
fixed-rate term deposits are intended only for savers who
are private individuals and tax residents of France.

Peugeot, Citroén and DS dealers are not contractually
bounded to use the PSA Bangue France Group for their
corporate dealer or customer financing. This means that the
PSA Banque France Group must compete with its main
competitors, being commercial banks, consumer credit
institutions and professional hire companies, in these two
business segments. Moreover, the option given to end-user
customers to purchase their vehicle in cash or with an
unsecured loan (such as a personal loan) is another form of
competition.



MANAGEMENT REPORT

Analysis of operational results

1.2 ANALYSIS OF OPERATIONAL RESULTS

The majority of the PSA Banque France Group’s business
consists in providing financing solutions for the acquisition of
new and used vehicles of Peugeot, Citroén and DS brands by
retail and corporate customers, and financing vehicles and
spare parts inventory for Peugeot, Citroén and DS dealers.
The PSA Banque France Group’s net banking revenue is

1.2.1

In 2019, sales of passenger vehicles and light utility vehicles
by the PSA Group (excluding Opel) in France rose by 2.9%
to 801,066 units, which means the PSA Group remains the
leader in the French market with a market share of 29.7%
(32.5% including Opel).

Peugeot is slightly down on the previous year with
passenger vehicles sales down by 2.6% for a total of 379,582
units, despite four models among the 10 best-selling models
in France: the Peugeot 208 (3.9% market share), the
best-selling vehicle in France in 2019, the Peugeot 3008
(3.3%), which fell one place on the previous year, ranked in
the fourth position among the best-selling vehicles in
France, the Peugeot 2008 (2.7%) and the Peugeot 308
(2.5%). Light utility vehicles sales reached 85,359 units, up
8.7%.

derived primarily from net interest income on customer loans
and leases. The sale of insurance products and other services
offered to customers of the three automotive brands also
contributes to its net banking revenue.

The PSA Banque France Group’s operating income for 2019
stood at €333 million, compared to €322 million in 2018.

Vehicle sales of Peugeot, Citroén and DS

Meanwhile, Citroén registered 309,101 cars in France in 2019,
a 7.9% increase on the previous year, breaking down into
235,110 passenger vehicles and 73,991 light utility vehicles. In
the passenger car category, the C3 moved up to second
place in France for cars sold during the year with a market
share of 3.6% (two places higher than in 2018).

With 26,845 passenger vehicle registrations at end 2019, DS
posted a very significant increase in sales of 11.8% compared
to 2018 and a market share of 1.2% for passenger cars.

1.2.2 Commercial activity of the PSA Banque France Group

1.2.2.1 END-USER FINANCING

Over the 2019 period, the PSA Banque France Group saw an
increase of 2.0% in financing volumes for new and used
vehicles to end users, rising from 314,639 to 320,791
financing contracts subscribed, for a total production of
€4,552 million, up by 7.9% compared to 2018. The largest
increase in new loans related to the number of vehicles
financed is explained by a €780 increase in the average
financed amount consistent with the trend in 2018 with the
move upmarket of PSA Group vehicles.

New vehicle penetration stood at 28.8% in 2019, down
0.4 points on 2018: penetration fell by 1.2 points in the
corporate segment, while it increased sharply for individuals
(+3.1 points), but in a less favourable market.

The PSA Banque France Group financed 230,409 new
vehicles of PSA Group in 2019, through loans or lease
contracts, an increase of 1.3% compared to 2018.

Corporate financing increased by 7.9% (+7,144 units)
compared to 2018 whereas PSA Group registrations in this
market rose by 12% (+10.9% excluding hire companies).

Refinancing conditions combined with the strategy of the
PSA Group’s brands as well as the strong interest of
individuals in the new Peugeot, Citroén and DS models
stimulated requests for the Group’s financing solutions,
particularly leases with a purchase option (9.1% increase in
2019 concerning the production of leasing with a purchase
option/finance leases).

Lastly, used vehicle financing increased versus 2018 with
90,382 units (+3.7%), in line with the used vehicle market
(+2.8%).

The tables below show the main indicators of the PSA
Banqgue France Group’s end-user financing activity in 2019.

PRODUCTION OF NEW END-USER FINANCING FOR NEW AND USED VEHICLES

31 December 2018 Change %
Number of new contracts 320,791 314,639 +2.0
Amount of production (in million euros) 4,552 4,219 +7.9
OUTSTANDING LOANS TO END USERS
(in million euros) 31 December 2018 Change %
Outstanding loans 9,202 8,136 +13.1

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT
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Analysis of operational results

1.2.2.2 DEALER NETWORK FINANCING

In 2019, the outstanding loans granted to Peugeot, Citroén,
and DS dealer networks were up compared to 2018
thanks to a resolutely bullish car market and a favourable
positioning for the PSA Group’s vehicle models. In addition,
the PSA Group’s brand policy was to transfer a growing
number of outlets or dealerships held directly by the PSA
Group to independent investors. The latter are financed by

TOTAL OUTSTANDING LOANS TO DEALER NETWORK

(in million euros)

the PSA Banqgue France Group, while dealers controlled by
the PSA Group receive financing directly from the PSA
Group.

Outstanding loans made to the dealer network rose by 17.5%
in 2019 compared to 2018.

The table below shows the outstanding loans granted to
dealers at the end of 2019 and 2018.

Outstanding loans

31 December 2018 Change %
4,322 3,677 +17.5

1.2.2.3 INSURANCE AND SERVICES

In 2019, the number of insurance and service contracts
increased slightly, by 0.1%, compared to the previous year,
with 698,236 new contracts subscribed compared to
697,709 in 2018.

The PSA Banque France Group sold an average of
2.linsurance or service contracts to each customer having
subscribed to a financing, which is comparable to the
previous year.

While there was an overall increase insurances in 2019, sales
of insurance contracts linked to financing continued to fall.
A change in customer behaviour towards insurance is
identified; the PSA Bangue France Group will propose offers
that will be tailored to meet these new expectations.

The tables below show the main indicators for the PSA

Banqgue France Group’s insurance and services business in
2019 and 2018.

PRODUCTION OF NEW INSURANCE AND SERVICE CONTRACTS

(in number of contracts) 31 December 2018 Change %
Financing-related insurances 332,432 339,006 1.9
Car insurance and vehicle-related services 365,804 358,703 +2.0
TOTAL 698,236 697,709 +0.1
PENETRATION RATE ON FINANCING

(in%) 31 December 2018 Change %
Financing-related insurances 101.5 105.8 (4.3)
Car insurance and vehicle-related services m.8 1.9 .1
TOTAL 213.3 217.7 4.4)
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1.2.2.4 RETAIL SAVINGS MARKET

The “Distingo par PSA Banque” online savings activity was
acquired by the PSA Banque France Group on 1 April 2015,
demonstrating the Group’s intention to diversify its sources
of funding. This activity used to be managed directly by
Banque PSA Finance (50% shareholder of PSA Bangue
France). It is characterised by a high propensity to win new
customers and retain existing ones, particularly through the
success of the term deposit account and the objective of
financing the real economy.

SAVINGS BUSINESS

Analysis of operational results

Deposit outstanding increased by 14.8% over 2019, reaching
£€2,585 million at the end of the year, representing an
increase of €334 million compared to the end of 2018.

Outlook for end of year 2020 is based on a sound
foundation which makes use of marketing techniques as well
as efficient and reliable organisation. Furthermore, customer
satisfaction surveys continue to have excellent results.

(in million euros) 31 December 2018 Change %
Outstandings 2,585 2,251 +14.8%
1.2.3 Results of operations
NET INCOME
(in million euros) 31 December 2018 Change %
Net banking revenue 529 492 +7.5
of which end users 365 327 +11.6
of which dealer network 59 63 (6.3)
of which insurance and services 120 110 +9.1
of which unallocated and other a5) [€))] 87.5
General operating expenses and equivalent (159) (156) +1.9
Cost of risk 37) 14) 164.3
of which end users (37) (23) +60.9
of which dealer network O 9 (100)
Operating income 333 322 +3.4
Other non-operating income 0] Q) (100)
Pre-tax income 333 321 +3.7
Income taxes (79) (103) (23.3)
NET INCOME 254 218 +16.5
1.2.3.1 NET BANKING REVENUE

Net banking revenue increased by 7.5% to €529 million
at 31 December 2019, compared to €492 million at
31 December 2018.

This increase is essentially the result of a significant increase
in outstanding loans both to end users and to dealer
networks as well as a reduced funding cost thanks to the
partnership between Bangue PSA Finance and Santander

Consumer Finance as well as the diversification of funding
sources, the decrease in base rates and recognising interest
revenue on TLTRO-Il and TLTRO-III transactions. The margin
obtained on insurance and services also helped to drive up
net banking revenue which in 2019 gained €10 million
against the previous year, to stand at €120 million.

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT
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Analysis of operational results

1.2.3.2 GENERAL OPERATING EXPENSES

General operating expenses and equivalent reached
€159 million at 31 December 2019, against €156 million at
31 December 2018. This increase, which was limited to
€3 million, is a satisfactory result for 2019, given the increase

1.2.3.3 COST OF RISK

The cost of risk in 2019 stood at €37 million, representing
0.31% of average net outstanding loans, against €14 million
in 2018, representing 0.13% of average net outstanding
loans. All of the performing and non-performing loans were
provisioned.

The cost of risk on the end-user financing activities stood at
€37 million in 2019 against €23 million in 2018, a year which
saw a positive impact of +€8.8 million following the sale in
July 2018 of a portfolio of loans fully written off and
provisioned. In 2019, the cost of risk was marked by the

1.2.3.4 CONSOLIDATED INCOME

At 31 December 2019, the pre-tax income of the PSA
Banque France Group stood at €333 million, up 3.4% from
31 December 2018. The consolidated net income for 2019
was €254 million.

The effective corporate tax rate decreased to 23.4% of
taxable earnings, against 32.0% for 2018. Since 2018, the
corporate income tax rate has been 34.43% with the tax
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in net banking revenue and the overall outstanding amount
of financing. Indeed, cost to income ratio improves from
31.7% to 30.1%.

updating of the parameters for calculating provisioning
rates for an overall negative amount of €1 million.

For dealer network financing activities, the cost of risk is
zero, whereas it stood at a positive amount of €9 million at
the end of 2018 thanks to a reversal of provisions of
€12 million following the exit from non-performing status of
a group of dealers who was bought out in the first half of
2018. The result in 2019, zero, was due to close monitoring
of existing defaults and the collection process applied as
well as the low number of dealers in default during the
period.

burden being reduced by the reassessment of the deferred
tax liabilities inventory (impact of €39.8 million in 2019,
€12.2 million in 2018 and €1.9 million in 2017) following the
reduction in tax rate as per the 2019 French Finance Act
(see Note 27.3 - PSA Banque France Group tax proof). The
tax burden for 2019 was €79 million.
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1.3 FINANCIAL SITUATION

1.3.1 Assets

Total assets of the PSA Bangue France Group as of
31 December 2019 stood at €15,362 million, up by 16.8%
compared to 31 December 2018.

Financial situation

Total outstanding financing came to €13,524 million, a 14.5%
increase over 31 December 2018. End-user loans were up
13.1%, while dealer network financing increased by 17.5%.

1.3.2 Provisions for non-performing loans

Impairment losses are deducted from the carrying value of
loans and receivables as they are recorded, as soon as there
is a revealing index of risk. The procedures for the
recognition of impairment charges on outstanding loans are
described in Note 2.C.4.4. When a loan or receivable is
considered definitively unrecoverable, it is written off as a
loss on the income statement. Any provision for
previously-recognised impairment loss is then also reversed
through the income statement. If collections are made on
receivables after their write-off, these will also be entered as
revenue on the income statement. All of these transactions
are recognised in the income statement under the cost of
risk heading.

The table shown in Note 26.1 details all loans, including
sound loans with past-due instalments (delinquent loans)
and non-performing loans with their related impairment
amounts, as at 31 December 2019 and 2018.

IFRS 9

On 1 January 2018, PSA Bangue France adopted IFRS 9,
which changed its financial asset impairment method.

The current impairment model is based on an estimate of
“expected credit losses”. This model is based on the risk
parameters such as probability of default (PD) or loss given
default (LGD). Impairments are classified into three levels or
“stages” in accordance with the principles of the
IFRS 9 standard:

m “Stage 1” contains assets without risk deterioration or with
an insignificant risk deterioration since origination.
Impairment of receivables in stage1 is the amount of
one-year expected losses;

m “Stage 2’ contains assets with a significant risk
deterioration since origination. Therefore, the amount of
allocated provisions will be the amount of expected losses
over the remaining term of the assets;

m “Stage 3” contains assets with an objective evidence of
loss as for example non-performing loans. Impairment of
these assets will aim at covering expected losses over the
remaining term.

The main changes impacting PSA Banque France Group
after IFRS 9 implementation are:

m provisioning of assets throughout their residual life, once
there is a significant risk deterioration;

m creation of a “stage2” assessing outstanding for
Corporate loans, with the aim to define specific provision
for assets whose credit risk was significantly downgraded.
It should be noted that there was already a similar
approach, though based exclusively on the age of the
past-due items, to the retail and SME loan portfolio;

m the use of a forward-looking approach, for estimating the
expected loss.

Even though, conceptually and operationally, IFRS 9 makes
many changes, the financial impact remains relatively
limited, mainly because the PSA Bangue France Group’s
sound loans were already subject of impairments, booking
the corresponding expected loss amounts.

For financing to individuals and small and medium-sized
businesses, statistical impairment charges are recorded in
respect of all debt categories (sound, delinquent, and
non-performing) according to the impairment model based
on an estimate of expected credit losses. This estimate is
based on the classification of receivables by “stage” and the
associated risk parameters.

In addition, for dealer network financing and corporate
financing, each delinquent loan is analysed to determine if it
presents an aggravated risk situation. If so, the loan is
classified as non-performing (stage 3) and impairment
charges are recorded on the income statement. Statistical
impairment of sound or delinquent loans is also carried out
on all corporate portfolios in order to cover the expected
losses as per the risk assessment model.

PSA BANQUE FRANCE GROUP | 2019 ANNUAL REPORT
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Financial situation

NON-PERFORMING LOANS ON THE TOTAL PORTFOLIO
(in million euros, except percentage)

85.2
68.1
260
209
25 2.8

2016 2017

Non-performing loans

In 2019, the rise in non-performing loans was mainly due
to end wusers, in consequence of a less favourable
macro-economic environment than in 2018 with an increase
in past-due instalments for individuals and a rise in the
number of insolvency proceedings concerning SMEs. On the
Retail portfolio, this change is also explained by the
application of the default contagion rule in compliance with
an ECB recommendation. The customer profile risk remains
favourable with the average non-performing loan rate
steady at 1.9%.

The total coverage rate of non-performing loans decreases
compared to 2018 mainly due to the implementation of new
provision models for SMEs in addition to changes made to

1.3.3 Refinancing policy

The PSA Banque France Group has an adequate capital
structure which results in a solid capital ratio strengthened
by the quality of its assets.

The refinancing strategy of the PSA Banque France Group is
based on diversifying its sources of liquidity, while ensuring
that the maturities of its assets and liabilities are consistent.
Since the creation of the partnership between Bangque PSA
Finance and Santander Consumer Finance in early 2015, the
PSA Banque France Group had the opportunity to secure
different sources of funding:

m on 2 February 2015, the day of the joint venture
establishment in France, the financing granted by Banque
PSA Finance to the entities of the PSA Bangue France
Group has been substituted by that provided by
Santander Consumer Finance, in addition to the current
financing provided by securitisation transactions publicly
or privately placed among investors;

m on 1 April 2015, the “Distingo par PSA Banque” deposit
business (retail savings accounts and term deposit
accounts) covering French customers has been
transferred by Banque PSA Finance to PSA Bangue
France;

m from June 2015, bilateral credit lines were established with
various banks;

m since September 2015, the PSA Banque France Group as
an approved credit institution has access (through the
remittance of assets as collateral by its subsidiary
CREDIPAR) to the refinancing operations of the European
Central Bank (ECB);
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-@ Total coverage rate of non-performing loans
(% of impaired non-performing loans)

80.4 79.0
199 226
1.9 1.9

2018 2019

-@ Ratio of non-performing loans to average
net value of all loans

the IFRS 9 provisioning parameters of other customer
categories. It should be noted that this rate is almost 100%
on retail and SME portfolios, whereas the loans resulting
from financing for the dealer network do not require as high
a provisioning rate, given that the PSA Banque France
Group retains ownership of the vehicles in stock during the
financing period and due to the dedicated monitoring of
dealer network financing activities.

Furthermore, while only considering provisions on “stage 3”
receivables, the average coverage rate of total
non-performing loans is 56% at 31 December 2019 compared
to 54% at 31 December 2018.

m in June 2016, issuance programmes of negotiable debt
securities (short and medium-term) and medium-term
notes (EMTN) were launched to allow access to the
capital markets. The first negotiable debt securities of the
PSA Banque France Group were issued at the end of the
first half of 2016 and the first EMTN bond issue was
launched in January 2017. Five bonds issued in an amount
of €500 million each have been placed so far;

m in July 2016, a securitisation programme was set up for
leases with a purchase option, followed in July 2017 by a
securitisation programme of long-term leases. In
November 2018, a public securitisation transaction for
leases with a purchase option was placed on the markets.

At 31 December 2019, the refinancing of the PSA Banque

France Group was split as follows:

m 4% came from drawn bank loans;

m 29% from negotiable debt security issuances and the five
EMTN bond issues on the capital markets;

m 20% from repayable funds from the public in relation to
deposit activity;

m 18% from securitisation transactions;

m 13% from other external refinancing, of which 10% from

the European Central Bank (participation in the TLTRO-II
and TLTRO-IIl programmes);
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m 15% from intra-group bank credit
Santander Consumer Finance;

m 1% of subordinated debt subscribed in equal parts by each
of the two shareholders.

lines granted by

FUNDING SOURCES

(in million euros)

31 December 2019

Financial situation

The following table and graphs show a breakdown of the
financing sources at 31 December 2019 compared to
31 December 2018 and 31 December 2017.

31 December 2018 31 December 2017

Bank facilities 550 4% 550 5% 450 5%
Capital markets 3,748 29% 2,266 21% 1,552 16%
Deposits - Retail customer savings 2,585 20% 2,251 20% 1,897 20%
Securitisation® 2,223 18% 2,308 21% 1,782 19%
Other refinancing® 1,589 13% 1,043 10% 1,261 13%
External funding 10,695 84% 8,418 77% 6,942 73%
Intra-group funding 1,890 15% 2,438 22% 2,351 25%
Subordinated debt 155 1% 155 1% 155 2%
Equity 1,443 1,305 1,176 -
Other liabilities 1,178 836 - 765 -
BALANCE SHEET TOTAL 15,362 13,153 - 11,390 -

(D securitisation only includes the securitisations placed on the market.

(2) of which refinancing through the ECB (participation in TLTRO-Il and TLTRO-/I) for a total of €1,300 million at 31 December 2019 and dealer

deposits.

FUNDING SOURCES
(in million euros)

©
NI
™~
)

Bank Capital Deposits - Securitisation® Other Intra-group Subordinated Equity Other liabilities
facilities markets Retail customer refinancing @ refinancing debt
savings
W 2017 m 2018 W 2019

Outstanding bank loans (as bilateral bank credit lines fully
drawn) stood at €550 million at 31 December 2019.

Outstanding debt on capital markets increased to
€3,748 million at 31 December 2019 after the fourth and fifth
bond issues under EMTN programme in April and June 2019.

The assets of the retail savings activity stood at

€2,585 million.

At 31 December 2019, the PSA Banqgue France Group’s
refinancing through securitisation was based on five
transactions totalling €5,099 million in receivables sold to
securitisation vehicles (see Note 6.4 of the consolidated
financial statements):

m the Auto ABS French Loans Master monthly issuance
programme, restructured in June 2019 with an AAsf/Aa2sf
rating target for an additional 4-year revolving period;

m the Auto ABS French Leases Master

m the Auto ABS DFP Master

Compartment
2016 monthly issuance programme, in its revolving period;

Compartment France
2013 monthly issuance programme, an amendment of
which in November 2019 brought forward the end of its
revolving period to May 2020;

m the Auto ABS French LT Leases Master monthly issuance

programme, launched in July 2017, of which the revolving
period was extended for 2 years in June 2019 and the STS
qualification was notified;

m the Auto ABS French Leases 2018 public offering having

issued and placed in November 2018, €450 million senior
securities, rated AAAsf/Aaasf and €60 million mezzanine
securities rated A(high)sf/Alsf, in its amortisation period
since June 2019.
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Financial situation

Financing from securitisation transactions in the market was
down slightly to €2,223 million at 31 December 2019.

Furthermore, the PSA Bangue France Group benefits from
collateralised financing obtained from the European Central

1.3.4 Liquidity security

The PSA Banqgue France Group is seeking the most relevant
balance between security in terms of liquidity and
optimisation of its refinancing costs. It borrows the
resources required for its business continuity and balances
assets and liabilities by managing exposure to interest rate
risk through the use of interest rate swaps.

At 31 December 2019, financing with an original maturity of
12 months or more represented over 70% of financing.

The average maturity of medium and long-term financing
raised in 2019 was over an average of 2.7 years, in particular
with the fourth and fifth EMTN bond issues with a respective
3 and 5-year maturity and the participation from September
onwards in the TLTRO-IlI refinancing transactions with a
three-year maturity.

Bank credit lines used as of 31 December 2019 do not
require specific obligations in terms of the constitution of
sureties, default event and similar terms, beyond standard
market practices. Three events could trigger the
cancellation of these credit lines:

m if Banque PSA Finance and Santander Consumer Finance
do no longer directly or indirectly hold 50% each of the
shares of PSA Banque France;

m the loss by the PSA Banque France Group of its status as
a bank;

1.3.5 Credit ratings

On 28 December 2018, Standard & Poor’s Global Ratings
upgraded PSA Banque France’s credit rating from BBB to
BBB+ along with a stable outlook. On 15 April 2020,
Standard & Poor’s Global Ratings revised the outlook on the
PSA Banqgue France’s credit rating to negative from stable
and affirmed the BBB+ rating.

On 29 May 2019, Moody’s Investors Service upgraded PSA
Banque France’s long-term credit rating to A3, with a stable
outlook.

CREDIT RATINGS AS AT 31 DECEMBER 2019

(in million euros)

Active
Programmes

Bank under the TLTRO-II and TLTRO-III refinancing
operations, for a total of €1,300 million (see Note 11 of the
consolidated financial statements).

m non-compliance with the regulatory level for the Common
Equity Tier One ratio.

In addition, the PSA Bangue France Group has:

m sound financial security, which is based on the support of
Santander Consumer Finance;

m a €420 million liquidity reserve at 31 December 2019, in
the form of high-quality liquid assets, composed
exclusively of reserves with the Central Bank, and thus
Level 1, under the Liquidity Coverage Ratio (LCR)
classification;

m the possibility of additional drawing from the European
Central Bank of €835 million based on assets brought as
collateral (composed of senior notes of securitisation,
self-retained by CREDIPAR and of eligible credit claims
remitted through TRICP channel, see Note19 of the
consolidated financial statements).

At 31 December 2019, the PSA Banque France Group had
€677 million in  financing commitments granted to
customers and €6 million in guarantee commitments to
customers (see Notel19 of the consolidated financial
statements).

The rating of the PSA Bangue France Group takes into
account the support of both Santander Consumer Finance
and PSA Group as well as the level of activity and
profitability, and its own financial structure.

Any update of this rating, whether positive or negative, may
affect the bank’s ability to obtain financing on the market in
the short, medium, and long term.

Outstanding
at 31 December 2019

Programmes size
at 31 December 2019

Moody’s S&P Short term

P2 A-2 CD/NEU CP 2,000 915
Long term

A3 BBB+ BMTN/NEU MTN 1,000 333

A3 BBB+ EMTN 4,000 2,500
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1.3.6 Outlook for 2020

After a successful 2019 year for the PSA Bangue France
Group, 2020 could be a more uncertain year, due to the
exceptional situation linked to the COVID-19 health crisis.
However, in this uncertain context, it will continue to roll out
its four current ambitions:

m ambition No. 1. become established as the most mobile
and innovative brand finance company;

m ambition No. 2:
satisfaction;

prioritise  customer retention and
m ambition No. 3: succeed with motivated and committed
teams;

m ambition No. 4: deliver lasting, profitable growth.

2020: the arrival of the first electric vehicles in the brands’
ranges. The PSA Group has chosen two solutions to electrify
its ranges: all-electric and plug-in hybrid.

In 2020, the PSA Banqgue France Group will be developing
simple solutions dedicated to these new drive system
methods. The philosophy is to adapt and develop the
offering without revolutionising it to ensure customers and
sales forces avoid losing their bearings. This will ensure the
PSA Group is supported in the customer transition process.
Individuals and Corporate customers are looking for an
ecosystem in which mobility is easy, including all means of
transport available with cars playing the central role.

Mobility as a Service - MaaS is the concept that will be put
in place, together: the PSA Group and the PSA Banque
France Group are set to become major partners in the
mobility of their individual and corporate customers.

In 2020, the PSA Banqgue France Group foresees a decline in
the new vehicle registrations in France, probably substantial,
the PSA Group having had to close its factories in Europe
with  the COVID-19 crisis and lockdown measures.
Nevertheless, it will be able to rely on certain elements that
remain positive, thanks, in particular, to the actions that will
be undertaken:

m developing leasing solutions with a purchase option on
used vehicles so as to expand the product range, absorb
loyalty-building product returns and support the network
on this buoyant used vehicle market. From the start of the
year there are plans to offer widespread training in new
generation loyalty-building offerings to sales teams in the
networks; A first major awareness campaign had already
taken place at the beginning of 2019;

Financial situation

m the conclusions of the study conducted by the PSA Group
in 2019 enabled the presentation of a project concerning
the transfer of the business of the Gennevilliers Banking
Centre towards the PSA Poissy “Centre d’Expertise
Métiers et Régions (CEMR)” (Business and Regions Centre
of Expertise). This project will be completed in 2020,
enabling the Gennevilliers banking teams to join forces
with the Commerce France teams already located at
CEMR of Poissy as well as the CREDIPAR banking team in
charge of long-term leases which was already based on
the site. This project, in addition to streamlining the PSA
Group’s tertiary facilities in Greater Paris will also increase
its efficiency in terms of conducting operations by
favouring teamwork, cross-cutting approaches and close
relationships between teams;

m within the framework of technological, societal and
regulatory developments, CREDIPAR will forge ahead
with its digital transformation through the e-signature of
BtoC and BtoB financial contracts and the drive towards a
paperless inflow system including mail, written financing
contracts, invoices and checks. This project will be
consistent with the strategic programme of a more mobile
and innovative financing company enabling it to be more
agile and efficient in terms of work processes and
organisation. In addition, automation projects are also
planned in order to develop missions with greater added
value;

m finally, drawing on a robust, diversified financing structure,
the PSA Banqgue France Group will ensure the risk level is
kept low, particularly through changes to the scoring of
used vehicles and corporate customers.

By continuing its transformation, the PSA Banque France
Group will be in a position to meet the technological and
competitive  challenges of the future and those
unprecedented of the COVID-19 health crisis, and ensure it
can meet new expectations concerning mobility and
services, the Mobility as a Service - MaaS concept being the
solution that PSA Bangue France Group will be providing to
its customers.
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Risk factors and regulatory capital adequacy - Pillar Il

1.4 RISK FACTORS AND REGULATORY CAPITAL
ADEQUACY - PILLAR III

This section of the management report presents the main
risks to which the PSA Banque France Group is exposed in
the course of its business activities that could, according to
its estimates if they occur, have a material adverse impact on
its business, profitability and financial position, solvency or
ability to refinance itself. Information on the PSA Banque

France Group’s risk appetite is provided, as well as the

systems for monitoring and controlling those risks.

The purpose of this section is to respond to:

m the reporting obligations under Part 8 of Regulation (EU)
575/2013 on prudential requirements for credit institutions
and investment firms (CRR);

m Directive 2013/36/EU on access to the activity of credit
institutions and the prudential supervision of credit
institutions and investment firms (CRD IV);

m the EBA guidelines on disclosure requirements under
Part 8 of the CRR (EBA GL-2016-11) to improve the
comparability of information provided by credit institutions
under the Third Pillar of the Basel Committee’s agreement
on market discipline;

REGULATORY CAPITAL REQUIREMENT
BY TYPE OF RISK
(as a % of total 2019 RWA. €9,859 million)

8%

Operational risk 1% o
Credit risk
2% Standardised approach
Securitisation
\
AN
~
35% | __ @ 44%
Credit risk Credit risk
—

A-IRB approach F-IRB approach

Prudential ratios 31/12/2019
>CET1 ratio 12.3%
>Total capital ratio 13.8%
>Leverage ratio 7.6%
2019

(average)

>Short-term liquidity coverage ratio 122%

(LCR)
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m the Commission Delegated Regulation (EU) 2017/2295 of
4 September 2017 relating to disclosure of encumbered
and unencumbered assets;

m Regulation (EU) 2017/1129 of the European Parliament and
Council of 14 June 2017 on the prospectus to be published
when securities are admitted to trading on a regulated
market (Prospectus 3);

m the ESMA guidelines on the new format of risk factors that

issuers will then have to publish in their prospectus
(ESMA 31-62-800).
The Pillar lll information is published annually, but key

indicators are to be reported half-yearly (Article 492 of the
CRR). No significant, sensitive or confidential information is
omitted in this respect (Article 432 of the CRR).

The main categories of risks specific to the PSA Banque
France Group’s business activities can be assessed using
weighted assets or specific indicators, as for liquidity risk.

EXPOSURES BY
TYPE OF COUNTERPARTY
(as a % of total 2019 RWA. €9,859 million)

1% 7%
Institutions  Other
4% exposures

Central governments

Central banks \ \ 30%
6% \ Retail
Corporates AN Non-SMEs
SMEs
35%
Corporates
Non-SMEs
17%
Retail
SMEs
Profitability 31/12/2019

>Return on assets (ROA)" 1.7%

* ROA calculated by dividing net income
by the balance sheet total (Article 90.4 CRD IV)
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1.4.1 Risk factors

The PSA Banque France Group is exposed to various risk
factors due to its status as a credit institution operating in
the banking and automotive sectors, changes in the
economic and financial environment in which it operates,
and changes in the legislative and regulatory framework
applicable to it.

The risks specific to its business are therefore presented
below in four categories with three levels of severity (low,
medium, high risk), in accordance with the new provisions of
Article 16 of Regulation (EU) 2017/1129 (Prospectus 3) of

Risk factors and regulatory capital adequacy - Pillar Il

14 June 2017 applicable to risk factors since 21 July 2019.
Within each category, the risks that the PSA Banque France
Group currently considers to be the most material are listed
first, based on an assessment of their probability of
occurrence and potential impact, while including (where
possible) quantitative information relating to those risks.
Risk management policies were taken into account in the
assessment of the materiality of various risks.

Risks related to the environment in which the PSA Banque France Group operates

that could affect the development of its business

Severity level

1. Risk associated with the PSA Group’s business activities High
2. Risk associated with the competitive environment Medium
3. Legal, regulatory and tax risks Medium

Credit and counterparty risks

Severity level

4. Credit and concentration risks

Medium

5. Counterparty risk

Low

Financial risks

Severity level

6. Liquidity and funding risk Medium
7. Risk associated with the funding cost Medium
8. Interest rate risk Low

Operational and non-compliance risks

Severity level

9. Risk associated with information systems, cyber security, Medium
data protection and business continuity

10. Fraud risk Medium

1. Non-compliance risk Medium

12. Reputation and image risk Low
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RISKS RELATED TO THE ENVIRONMENT IN WHICH THE PSA BANQUE FRANCE GROUP
OPERATES THAT COULD AFFECT THE DEVELOPMENT OF ITS BUSINESS

This category of risks includes risks associated with the
economic and financial environment, market conditions
and the legislative and regulatory framework applicable to
the PSA Banque France Group with respect to compliance
with the regulations and laws governing its banking
activities or ethical standards.

1. The PSA Banque France Group’s operating income and
financial position depend on the business and strategy of
the PSA Group and are primarily based on the vehicle
sales volumes of the Peugeot, Citroén and DS brands,
which the PSA Banque France Group finances, and on the
marketing policies of those brands.

As the PSA Group’s finance company in France, the PSA
Banque France Group’s predominant activity consists of
financing the sales of Peugeot, Citroén and DS brands
vehicles, which account for almost 80% of its net banking
income in 2019, with the remainder coming from insurances
and the related services it offers. It financed 28.8% of new
vehicles registered in France by the three historic brands of
the PSA Group in 2019. The PSA Banqgue France Group’s
business is closely dependent on the PSA Group’s activity
and, among other things, on its ability to sell vehicles (i.e.
the sales volumes achieved by the Peugeot, Citroén and DS
brands, and on their marketing policies, which may also
include the financing operations carried out by the PSA
Banque France Group).

Consequently, the PSA Banque France Group may be
affected by the same category of risks to which the PSA
Group is exposed (i.e. the macroeconomic and geopolitical
environment in France and abroad, supplier risks, industrial
risks, climate change risks, the risk of epidemics and
pandemics that would partially or totally paralyse its
activities, etc.).

The COVID-19 coronavirus pandemic that is raging all
over the world is affecting the production and selling
activities of the PSA Group with the implementation of
temporary emergency measures to respond specifically
to the threat of coronavirus proliferation, such as the
shutdown of all of its European plants or the
containment measures that came into effect on
17 March 2020 in France.

Any unfavourable impact on the PSA Group’s business in
France related to the materialisation of those risks will have
material repercussions on the level of activity of the PSA
Banque France Group, and therefore on its operating
income and financial position (for more details, refer to the
description of the risks to which the PSA Group is exposed
in its 2019 Universal Registration Document).

The PSA Banque France Group’s business relies significantly
on the PSA Group’s ability to develop and launch new
vehicles while being able to market them. In this regard, the
PSA Banqgue France Group prepares its business plan on the
basis of the PSA Group’s sales forecasts. However, the
decision to develop new vehicle models and launch them is
based on marketing and profitability studies carried out
several years before their actual launch. Against the
backdrop of an increasingly sensitive and competitive
automotive market, the PSA Group’s forecasts could turn
out to be less realistic, which would alter the level of activity
of the PSA Bangue France Group in the future.
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Refer to Section 1.4.3 "Capital management and regulatory
capital adequacy” for more information on the PSA Banque
France Group regulatory capital requirements relating to its
banking activities under Basel Ill prudential regulation.

The sales volumes generated by the PSA Group’s brands
could be affected by a change in the product mix in favour
of certain vehicles, the competitive selling price of those
vehicles and consumer demand for the purchase or leasing
of new or used vehicles. In addition to these factors, vehicle
sales volumes could be impacted by government policies
designed to encourage the purchase of new vehicles,
electric vehicles in particular. Lastly, the PSA Banque France
Group’s business depends on consumer demand for
financing vehicle purchases. In addition, the PSA Group,
through its wholly-owned subsidiary Banque PSA Finance, is
involved in the decisions of the PSA Bangue France Group,
including development plans, marketing strategies and
product offerings. Some members of the PSA Banque
France Group’s Board of Directors are also executive
officers of Banque PSA Finance, such as the Chairman of its
Board of Directors, who is also Chief Executive Officer of
Bangue PSA Finance. Although it is commercially integrated
into the PSA Group with the resulting significant advantage
for the PSA Banque France Group, it is possible that the
interests and strategies of the two entities may ultimately
diverge.

Consequently, the strategic, commercial and financial links
between the PSA Group and the PSA Banque France Group
and the concentration of the PSA Bangue France Group’s
activity on financing the sales of the PSA Group’s three
historical brands mean that its business is highly dependent
on the PSA Group. This exposes it indirectly to external
factors that affect the PSA Group.

2. Increased competition in the business sector in which it
operates could adversely affect the PSA Banque France
Group’s operating income and financial position.

The PSA Banque France Group operates in the banking
sector in a highly competitive environment, especially in
terms of financing, whether in the form of loans or leases,
granted to individuals or companies. The PSA Banque
France Group’s main competitors are other automotive
manufacturer financing companies, banking subsidiaries
and, more recently, independent players.

The PSA Banque France Group has longstanding
partnerships with dealers in the PSA Group network, but
those dealers may no longer continue to encourage the
financing of vehicle purchases by their customers through
the PSA Bangue France Group. If the PSA Bangue France
Group was unable to maintain these partnerships because of
competition from other players, this could affect its business
volume and therefore its operating income.

In competition with well-established financial institutions,
the PSA Banque France Group is convinced that price, as
well as the level and quality of service and the strength of its
customer relationships, are major competitive advantages.

PSA Bangue France Group competitors, a number of which
are part of large automotive groups, could be tempted to
engage in aggressive price competition. If the terms and
conditions of the PSA Banque France Group’s financing
offers diverge too far from those of its competitors, it could
lose customers an