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Rating Action Overview

- Vestel Elektronik Sanayi ve Ticaret A.S. postponed a portion of its financial obligation due in
June 2020 for three-to-six months.

- We consider the postponement a distressed exchange because we think the company has
limited refinancing options given its tight liquidity, weak credit metrics, relatively high foreign
currency-denominated debt, and strong headwind against its operations caused by COVID-19.

- We are therefore lowering our long-term issuer credit rating on Vestel to 'SD' (selected default)
from 'CCC+'.

Rating Action Rationale

The downgrade follows the three-to-six month postponement of payments on obligations due
in June 2020. Despite the lending counterparties agreeing to the postponement, we consider this
a distressed exchange. In our view Vestel's tight liquidity and weak credit metrics--with our
forecast liquidity sources over uses of less than 0.4x (over the next 12 months as of Jan. 1, 2020)
and adjusted leverage above 10x in 2020--leaves the company limited options in terms of
refinancing. In addition, we think Vestel's refinancing ability is further constrained by its relatively
high share of foreign currency-denominated debt of about 40%, and expected demand and supply
disruptions caused by COVID-19. We think there would have been a realistic possibility of a
conventional default in the near-to-medium term absent the postponement. However, the rating
is 'SD' rather than 'D' because we see Vestel continuing to serve all its other financial obligations.
We will reassess our ratings on the company once the transaction is completed in the next few
weeks.
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Company Description

Vestel is the largest TV manufacturer in Turkey, and the third-largest in household appliances. It is
part of the conglomerate Zorlu Holding, which is also active in textile, energy, real estate, and
mining. Vestel accounted for about 57% of the group revenue in 2018. The majority of the
company's production is exported to Europe, which accounts for about 69% of its total revenue of
about 17.2 billion Turkish lira in 2019.
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Vestel Elektronik Sanayi Ve Ticaret A.S.

Issuer Credit Rating SD/-- CCC+/Stable/--

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings 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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