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Research Update:

General Electric Co. And Units Long-Term
Ratings Lowered To 'AA+'; Outlook Stable

Rationale

On March 12, 2009, Standard & Poor's Ratings Services lowered its long-term
ratings on General Electric Co. (GE) and units, including General Electric
Capital Corp. (GECC), by one notch to 'AA+" from'AAA . W affirned the ' A 1+
short-termcredit ratings. The outlook is stable.

The main factor in the downgrade was our assessnment of the stand-al one
credit profile of financial services unit GECC, which we now view as 'A',
conpared to the 'A+ we had indicated before. (W do not assign an outl ook to
this stand-alone credit profile). W believe that GECC i s under increasing
ear ni ngs pressure, due to recent sharp deterioration in general economc
condi tions around the globe. This will result, in our opinion, in rising
credit | osses across key segnents of its finance portfolio. This is al so
causi ng weakeni ng of the value of its real estate hol dings and investnent
securities.

In addition, we expect sone deterioration in earnings and cash flow from
GE' s industrial businesses during the next two years, given the very difficult
gl obal economic outlook. Still, we believe that GE's industrial businesses
will generate about $2 billion in discretionary cash flow (after dividends) in
2009 and a significantly greater amount in 2010, aided by the 68%reduction in
t he conmmon dividend that the conmpany recently announced.

The ratings on GE continue to reflect our view of its excellent business
risk profile, its significant cash flow and liquidity, its strong corporate
governance, and managenent's commitnment to maintaining very high credit
quality. In our view, the conpany has a track record of managing its
busi nesses (including its financial services unit GECC) in a variety of
difficult markets, and a denonstrated ability to earn solid profits fromthese
busi nesses and generate substantial cash, even in very tough econonic
condi tions.

GE has been proactive in the face of negative econom ¢ and capital narket
conditions that we expect to persist into 2010. In |light of the turnoi
sweepi ng the global financial services sector, Standard & Poor's Ratings
Services continues to nonitor closely any effect on GECC s funding. W will
continue to nonitor the balance between liquidity and capital resources at
GECC and at the parent.

Despite current U S. and devel opi ng international econonic weakness, we
expect GE s broad business and geographic diversity to allow for continued
generous cash flow al ongside a strong financial risk profile and mai nt enance
of adequate capital at GECC. After having contributed $15 billion of equity
into GECC, we expect that the conpany will end 2009 with at least $5 billion
of cash at the industrial parent, having benefited during the second half of
2009 fromthe planned 68%reduction in the common divi dend.

CGE has strong | eadership positions across its gl obal business platfornmns.
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In our view, GE's diversity is unparalleled, custoner concentration is
negligible, sales are geographically dispersed, and its end narkets run the

gamut of economic activity. Still, its operations are exposed to varying
degrees of cyclicality, correlation, and price pressures, which were clearly
evident in 2008 and will remain so in 2009. Certain segments—notably portions

of GECC and sone industrial segnments (appliances and lighting; parts of NBCU)
are suffering because of weak economic conditions in a variety of end markets,
i ncludi ng the consuner nmarket. Sonme key segnents, such as the energy business,
are benefiting fromunderlying gl obal econonm c fundanmentals and we believe
they will increase their earnings in 2009. W believe the conpany is well
posi ti oned agai nst the broader gl obal slowdown—+the backlog is diverse, and
advance paynments of 70% or nmore are collected on | arge equi prent orders.
Still, we expect that industrial revenues will decline in the nmd-single-digit
range this year. W also believe that margin erosion will be mitigated by cost
reducti on and operational efficiency actions.

We expect the |arge anpbunt of high-margin service and afternmarket sales
provi des significant earni ngs support throughout the business cycle. The
conpany reports that very profitable custoner service agreenent backl og was
about $120 billion at the end of 2008. W expect this backlog will generate
about $38 billion of revenue—at 25% or better margi ns—+n 2009.

CGE' s business strategy traditionally has included both bolt-on and
strategic acquisitions, as well as divestitures; but we expect acquisition
activity to be light for the next year in light of the current econonic
weakness and uncertainty. W view the substantial shifts inits portfolio of
i ndustrial and financial businesses in recent years as having elimnated nany
ri sky or vul nerabl e operations. But we do not believe GE is likely to conplete
certain other divestitures in the near term such as Consunmer and |Industria
or private-label credit cards, given the econonic outl ook for 2009.

W view as sonewhat anbitious GE managenent's expectation that 2009
i ndustrial segnent profit (excluding Consuner and Industrial) will be flat to
up 5% with results in Consuner and Industrial down sharply, albeit stil
profitable. W view the strength of the industrial businesses as broadly
i ntact but under pressure during 2009 and 2010 because of the weak gl oba
econom ¢ out | ook.

In 2008, GE reported industrial cash fromoperating activities of $16.7
billion, higher than 2007 levels. In 2009, we expect industrial cash flowto
decline, but to be at |least $14 billion, and we expect that discretionary cash
floww Il be at least $2 billion in 2009. GE has reduced the dividend for the
second hal f of 2009, and this will save around $13 billion by the end of 2010.
Despite sharp declines in the common stock price, we do not expect GE will
undert ake share repurchases. W expect strong internal cash flowto keep GE s
i ndustrial debt at |east flat during 2009 and 2010. Total funds from
operations (FFO to adjusted debt in our analysis declined for 2008 to 58%

fromover 100%recently as a sharp swing to a $7 billion global underfunded
pension position resulted in an increase under our adjustments to debt-1like
postretirement obligations of $11 billion at the end of 2008. W would view a

portion of higher retained bal ances at the industrial parent as a partia
of fset to GE's now net underfunded postretirenment obligations, but would
expect GE to eventually take actions to i nprove underfundi ng.

Wil e GE' s nanagenment had previously given guidance of full-year 2009 net
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i ncone at GECC of $5 billion, we now believe, based on our analysis, that the
financial services unit's results will be considerably weaker: indeed, there
is the potential for a nodest net |oss, even after substantial tax credits.
Mor eover, we believe that GECC s subpar financial perfornmance could well
continue through 2010. In our view, there are mtigants to the adverse affect
on GECC s credit profile, including its efforts to reduce its dependence on
confi dence-sensitive short-termfunding in the formof commercial paper and

i mprove back-up of commercial paper by building excess liquidity and

mai nt ai ni ng substantial committed credit facilities. GECCis also effecting a
significant reduction in financial |everage, hel ped by reduced | oan
originations, a reduction in dividends paid to GE, and an equity infusion from
GE to GE Capital totaling $15 billion (including $9.5 billion to be conpleted
by the end of the current quarter). In addition, in our view the shrinkage in
GECC s asset base has reduced |ong-term funding requirenments, and
notw t hstandi ng vol atile capital markets conditions, GECC has indicated that
it already funded the bulk of its requirements for 2009, including through
debt issuance under the FDIC s Tenporary Liquidity Guarantee Program (Such
FDI C-guaranteed issues remain ' AAA' and are not bei ng downgraded.) W assune
that GECC will maintain its nore conservative funding and | everage posture,
even as narket conditions inprove.

Liquidity

CGE has substantial liquidity. W expect cash and equival ents shoul d be at

| east $5 billion at year-end 2009, after contributing $15 billion in equity to
GE Capital since late 2008. The conpany raised $15 billion in comon and
preferred equity in |ate 2008. Qur expectation is for about $1.5 billion for
daily operating needs in the industrial businesses. W expect cash flow to be
| ower in 2009, but the large dividend reduction will result in greater
certainty about discretionary cash flow, which we expect will be at |east $2
billion in 2009. GE also has committed bank facilities totaling about $13
billion ($58 billion in total including GE Capital).

Both GE and GECC have a | arge nunber of units we believe they could sell,
but we do not currently place significant enphasis on this potential source of
l[iquidity in Ilight of current market conditions. We do not expect CGE to need
to make any substantial cash pension contributions in 2009. GECC has | owered
its reliance on conmercial paper as a percentage of total debt neaningfully
bel ow previous levels. Still, given GECC s still-large bal ance sheet relative
to GE's, we believe there are limts to the financial support GE could provide
to GECC, especially in a short period.

Outlook

The outl ook is stable. We believe that GE's cash generation capabilities
remai n fundanmentally strong--even in the face of enornous gl obal econom c
headwi nds--and that it will generate grow ng cash bal ances fromcurrent |evels
over the next two years. W do not anticipate that GE will benefit from any
nmeani ngf ul earnings or cash flow from GECC t hr ough 2010.

W expect GE's conmitnent to maintaining very high credit quality, the
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still-solid prospects for many of
weakness), and the conpany's anple financial
support the ratings at the current

However, we coul d reexami ne our

outl ook if,

its business segnents (despite econonic
flexibility should continue to

and the stable outl ook.

for exanmple, we cane to

believe that GE would fail to generate discretionary free cash flow (after

di vi dends) of around $2 billion in 2009 and significantly nmore in 2010 and
retain a very substantial portion of this cash-—-we would view a portion of

In Iight of the recent sharp reduction
in the dividend, we expect this would likely require net earnings bel ow $9
billion in 2009, which we believe could occur if revenues fell nore than 5%

this cash as available to support GECC

if industrial gross nargins fel
success i n nmanagi ng wor ki ng capital
We woul d al so expect to review the outl ook or
that GECC woul d report significant
t he conpany shifted its financi al

100 basis points or
in 2009.

nore,

and GE had little

rating if we cane to expect
| osses for an extended period of tinme, if
policies, or if strategic shifts in GE' s

portfolio of businesses were to jeopardize our view of the conmpany's excellent

busi ness risk profile.
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*FDI C guar ant eed.

Conplete ratings information is available to RatingsDi rect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. st andar dandpoors. con sel ect your
preferred country or region, then Ratings in the |eft navigation bar, foll owed
by Find a Rating.
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