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Hermes: Global uncertainties weigh on SocGen

Société Générale’s (SocGen) fourth quarter of 2014 results can be filed under ‘mixed bag’
this bank reporting season according to Filippo Alloatti, Senior Credit Analyst, Hermes
Credit.
On the positive side, its revenues of €6bn were ahead of consensus. Its corporate and investment
banking business was up at €1.6bn – on strong equities trading, but it also saw weakness in fixed
income currencies and commodities.
On the flip side, the group’s net profit of €511m was down 39% quarter-on-quarter, negatively
impacted by a 41% jump in risk costs. It seems the €200m loss on the sale of the Brazil consumer
finance operations was not pencilled in the consensus.
SocGen’s common equity tier 1 ratio fell 26bp to 10.1%, which is likely to attract the market’s
attention. A wide range of factors for this are highlighted, such as the prudential valuation adjustments
on the bank’s derivatives exposures.
It is worth noting that thanks to hedges, the severe drop in the ruble had a limited impact on its tier 1
ratio, unlike Unicredit yesterday. The optimisation of the loss-making Russian operations remains high
on the group list of priorities. Russia remains a concern for SocGen, but it is still manageable barring
a catastrophe in the country.
Finally, SocGen management reaffirmed its intention to pursue the roll out of its strategic plan. The
bank has made significant effort over the last three years to rebalance its business model, but its
financial results are still dependant on market activities.
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Notes to Editors:
Hermes Investment Management
Hermes is focused on delivering superior, sustainable, risk adjusted returns for our clients – responsibly.
Hermes manages assets on behalf of more than 200 clients* across equities, fixed income, alternatives and real
estate, with £28.6 billion* assets under management. In Hermes EOS, we have the industry’s leading
engagement resource, advising on more than £134.0 billion* of assets.

We believe in Excellence, Responsibility and Innovation
•
Excellence: We aspire to excellence in everything we do. This manifests itself most visibly in our
investment performance. We will only offer products to our clients where we believe there is a strong
investment thesis and where we can deliver sustainable alpha.
•

Responsibility: We believe it is our responsibility to lead discussion and debate about the fiduciary
responsibilities of fund managers to our clients, their stakeholders and, ultimately, society at large. We
have always sought positive engagement with the firms in which we invest.

•

Innovation: We have the entrepreneurial culture to identify forward-looking products that meet those
needs, along with the resources and speed-to-market mentality to develop them rapidly.

Our structure gives clients globally the benefit of access to a broad range of specialist, high conviction investment
teams operating within an established and robust operating platform.
Hermes' investment solutions include:
•
Equities: Global, Emerging Markets, Small & Mid Cap, Europe, Asia Ex Japan, Greater China
•
Fixed Income: Inflation-Linked, Government Bonds, Investment Grade, High Yield
•
Real Estate: Segregated, Unitised, Debt, UK, US Residential, European, UK PRS
•
Alternatives: Multi Asset, Infrastructure, Private Equity
*Please note the total AuM figure includes £3.7bn of assets managed or under an advisory agreement by Hermes GPE LLP (“HGPE”), a joint
venture between Hermes Fund Managers (“HFM”) and GPE Partner Limited. HGPE is an independent entity and not part of the Hermes group.
£0.4bn of total group AuM figure represents HFM mandates under advice. Source: Hermes as at 31 December 2014.

