Rating Action: Moody's upgrades Avon's senior unsecured ratings to B1
following full redemption of secured notes; negative outlook
18 Nov 2020
New York, November 18, 2020 -- Moody's Investors Service, (Moody's) has today upgraded the ratings of the
senior unsecured notes issued by Avon Products, Inc. (Avon) to B1 from B3 and withdrew the instruments' loss
given default (LGD) assessment. Avon's B1 corporate family rating (CFR) remains unchanged. The outlook for
all ratings is negative.
The following rating actions were taken:
Ratings Upgraded:
..Issuer: Avon Products, Inc.
....5.000% Senior Unsecured Notes due 2023, Upgraded to B1 from B3, LGD-5 withdrawn
....6.950% Senior Unsecured Notes due 2043, Upgraded to B1 from B3, LGD-5 withdrawn
Ratings unchanged:
..Issuer: Avon Products, Inc.
....Corporate Family Rating, B1
Outlook:
....Outlook, negative
Rating withdrawn:
..Issuer: Avon Products, Inc.
....Probability of Default Rating, previously rated B1-PD
The outlook for all ratings is negative.
RATINGS RATIONALE
The upgrade of Avon's senior unsecured ratings to B1 from B3 follows the full redemption of the $900 million
senior secured notes due 2022 issued by Avon's wholly owned subsidiaries Avon International Operations, Inc.
(AIO) and Avon International Capital PLC (AIC) concluded on November 2. As a result of the prepayment of
the secured notes, Avon's capital structure currently has only one class of debt, being entirely composed of
senior unsecured debt instruments -- namely intercompany loans and the senior unsecured notes due 2023
and 2043, which eliminates the previous effective subordination of the unsecured instruments relative to the
senior secured notes and to Avon's corporate family rating.
The prepayment of the secured notes was funded with proceeds from a $1 billion equity issuance made by
Avon's parent, Natura & Co Holding S.A. (Natura). Natura transferred proceeds to Avon through a $960 million
promissory note due November 2021, and therefore Avon's adjusted leverage after the prepayment of the
secured notes remained unchanged at around 15.6x in the twelve months ended September 2020 (7.4x
excluding intercompany loans). Nevertheless, the redemption of Avon's notes reduced Natura's total reported
debt/EBITDA to 3.9x from 5.4x and its reported net leverage to 1.4x from 3.0x in the twelve months that ended
September 2020, while improving its debt amortization schedule by eliminating a significant debt maturity in
2022.
A healthier financial profile for Natura reduces execution and liquidity risks for Avon. We incorporate some
degree of financial support from Natura to Avon's credit profile given the company's relevance to the group and

Natura's proven track record of financial discipline. Natura is committed to support Avon with liquidity in case of
need, and has done so already by providing a $100 million revolving credit facility to Avon available until 2022 of which $59 million remains undrawn - which reduces risks associated with cash burn at Avon. Although the
notes prepayment did not improved Avon's credit metrics and debt amortization schedule, it showed Natura's
commitment to Avon and marked another step in Natura's strategy to deleverage its capital structure after
Avon's acquisition, while accelerating growth and integration with Avon.
Avon's B1 ratings with a negative outlook reflect the execution risk stemming from its ongoing turnaround
process. Its 2020 sales and earnings will be hurt by the coronavirus outbreak because social distancing
measures have impaired the company's ability to recruit its sales force, as well as the ability of its
representatives to meet customers and collect orders. We forecast that Avon's operating performance will
recover in 2021, supported by the benefits from its integration with Natura. We expect its leverage to return to
below 5.5x in 2021, after peaking in 2020. However, the visibility into a recovery remains low.
Avon's ratings incorporate some degree of support from its parent company, Natura, which has a stronger
credit profile on a standalone basis. The ratings also reflect Avon's leading market position and good
geographic diversification, although with a high concentration of operations in growing, but potentially volatile,
developing markets.
Moody's has decided to withdraw the probability of default rating for its own business reasons. Please refer to
the Moody's Investors Service's Policy for Withdrawal of Credit Ratings, available on its website,
www.moodys.com.
RATING OUTLOOK
The negative outlook reflects the high execution risks on Avon's turnaround process and the uncertainty on the
future financial policy and capital structure of Avon. Failure to rapidly revert the decline in the number of
representative and to stabilize sales could hamper the company's ability to reduce the current high leverage,
leading to downward pressure on the rating.
FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS
Positive pressure on the ratings could develop in case of 1) evidence of stronger support from Natura, such as
the provision of an explicit guarantee on Avon's debt or if Avon's debt is refinanced at the parent company
level; 2) successful execution of Avon's turnaround initiatives leading to material operating performance
improvement, with EBIT margin approaching 10%; 3) Moody's-adjusted gross Debt/EBITDA improving to
below 4.5x on a sustained basis; 4) materially positive free cash flow on a sustained basis.
The ratings could be lowered in case of 1) failure to restore operating performance, with stabilization of sales
and recovery in operating margin; 2) Moody's-adjusted gross Debt/EBITDA remaining above 5.5x on a
sustained basis; 3) Natura adopting financial policies that are detrimental to Avon's creditors, such as large
cash upstreaming.
The principal methodology used in these ratings was Consumer Packaged Goods Methodology published in
February 2020 and available at https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBC_1202237. Alternatively, please see the Rating Methodologies page on www.moodys.com for a
copy of this methodology.
Avon is a global beauty product company and one of the largest direct sellers with around five million active
representatives. Avon's products are available in over 70 countries and are categorized as color cosmetics,
skin care, fragrance, fashion and home. Following the completion of the acquisition in January 2020, Avon is
now a fully owned subsidiary of Natura. Avon generated about $3.8 billion in revenue and $124 million in
EBITDA (Moody's-adjusted) in the twelve months ended September 2020.
Natura & Co is the fourth largest pure cosmetics group globally, with presence across 100 countries and in the
skincare, haircare, body care, men care, fragrancies, color, fashion and home segments. The company has a
leading market position in several markets, with a particular focus on emerging markets such as Brazil, other
Latin American countries and Russia, and operates through a multi-channel strategy through its four brands
Avon, Natura, The Body Shop and Aesop. In the twelve months ended September 2020, Natura &Co reported
$7.2 billion in revenues and EBITDA margin of 9.5%.
REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found at: https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBC_79004.
For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.
The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.
These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website www.moodys.com.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1133569 .
The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, Frankfurt am Main 60322,
Germany, in accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating
Agencies. Further information on the EU endorsement status and on the Moody's office that issued the credit
rating is available on www.moodys.com.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY'S
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CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY'S INVESTORS SERVICE
CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
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ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
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MOODY'S CREDIT RATINGS , ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
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INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR
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All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY'S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its Publications.
To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY'S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
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MOODY'S.
To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
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representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information.
NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING,
ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR
MANNER WHATSOEVER.
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prior to assignment of any credit rating, agreed to pay to Moody's Investors Service, Inc. for credit ratings
opinions and services rendered by it fees ranging from $1,000 to approximately $2,700,000. MCO and Moody's
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Service credit ratings and credit rating processes. Information regarding certain affiliations that may exist
between directors of MCO and rated entities, and between entities who hold credit ratings from Moody's
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