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Rising Number Of New Non-Investment Grade Sovereigns

Distribution Of Foreign-Currency Sovereign Credit Ratings (1975-2013)
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Implied senior debt ratings through 1995, sovereign credit ratings thereafter. Ratings as of
year-end. Source: “Sovereign Hating And Country T&C Assessment  Histories,”
RatingsDirect.
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Strong Correlation Between Sovereign Ratings And
Defaults

Sovereign Foreign-Currency Cumulative Average Default Rates Without Rating

Modifiers (1975-2013)
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Default rates conditional on survival. Horizons consit of monthly cohors for specified

periods annualized. Implied senior debt ratings through 15995, sovereign

thereafter. Source:  “Sowersign Rating And Country T&C Assessment
RatingsDirect.

credit ratings
Histories,”
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Ratings Useful For Issuers and Investors

Borrowers/Issuers seek:

* Independent view of their
creditworthiness and credit
quality of their debt issues

« Expand the universe of
investors

« Diversification of funding
sources

1 1

Investors seek:

* Independent opinion to help

e Establish thresholds for credit

* Diversification of investments

 Enhanced liquidity in secondary

Features of
Credit Ratings

assess credit risk and to compare
different issuers and debt issues

risk and investment guidelines

markets

.
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Rating Process

Rating Request .
Initial

Rating

Meeting with
Government

Ongoing
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Sovereign Ratings Criteria

Foreign Currency
Sovereign Ratings
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Global EM Borrowing To Remain Broadly Unchanged in

2014

Emerging Markets Gross Long-Term Commercial Borrowing

Sub-Saharan African Gross Long-Term Commercial Borrowing
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Varying Debt Structures

Emerging Markets Central Government Debt Structure And Roll-Over Ratios

2013e 2014f
S,;;bct:; total IE_\ () L-T o ‘ ‘ Rollover ]
Commnercial |S-T FC |fixed-rate Inflation-indexed Bi-/Multilateral Rollover ratio (% Bi-/Multilateral
debt {ebt | debt debt debt debt ratio of GDP) debt
Argentina 87.9 0.0 | 79.9 50.0 301 121 10.3 2.5 12.4
Brazil 99.6 2.8 3.8 39.3 34.5 0.4 18.4 8.6 0.4
Colombia 88.7 23 | 27.0 93.8 0.0 11.4 10.9 3.7 11.8
Croatia 946 |144 | 59.1 61.3 0.0 5.4 236 15.9 49
Ecuador 48.5 0.0 |100.0 78.1 0.0 51.5 10.7 2.8 62.8
Hungary 87.3 |145 | 407 55.0 34 12.7 26.0 19.6 8.6
Indonesia 75.0 |20.0 | 61.0 76.5 0.0 25.0 23.3 4.4 24.3
Mexico 86.9 |125 | 18.9 5286 244 131 18.5 5.9 12.4
Panama 76.6 2.9 |100.0 84.1 0.0 234 4.3 1.6 254
Peru 81.2 7.7 | 41.8 T72.7 0.0 18.8 17.4 28 17.5
Philippines 88.2 6.7 | 32.2 ar.7 0.0 11.8 13.8 6.4 12.0
Romania 74.6 42 | 53.2 88.6 0.0 254 17.4 6.8 232
Russia 97.9 0.0 | 247 98.3 0.4 21 5.9 0.5 1.4
South 99.1 |13.7 8.5 67.1 18.9 1.0 14.7 7.1 0.8
Africa
Turkey 91.4 0.0 | 31.2 61.5 16.5 8.6 18.9 7.4 8.3
Ukraine 82.5 0.7 | 56.7 83.3 0.0 17.5 12.4 4.4 14.2
Venezuela 91.3 1.5 | 48.0 64.3 3.9 8.7 2.0 1.8 8.8
STANDARD & POOR’S
RATINGS SERVICES

McGRAW HILL FINANCIAL



Growing Allure Of Eurobonds For Africa?

Annual Global Issuance By Sub-Saharan African Sovereigns® Gross General Government Debt* (% of GDP)
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*Exlcuding South Africa. *The Senegal 3200 milion 2009-2014 bond was *The "general government” accounts for the national, regional, and lecal government
exchanged with a 3500 milien 10-year bond in May 2011. sectors, including social security.
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Repricing of EM Risk

Standard & Poor's Emerging Markets Sovereign Ratings Vs Bond Market-Derived-
Signals
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*Brazil, Colombia, Ezypt, Ghana, Indonesia, Maxico, Marocca, Nigeria, Pakistan, Peru, Philippines, South
Africa, Thailand, and Turkey. © Standard & Poor's 2014,

Sub-Saharan African Bond Yields (%)
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Migeria (2011-2021)
Rwanda (2013-2023)

——(Zabon (2007-2017)
Senegal (2011-2021)
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—Kenya (2014-2024) Source: Bloomberg

»'Q STANDARD & POOR’S
’ RATINGS SERVICES

McGRAW HILL FINANCIAL



Eurobonds — Pros and Cons

Pros Cons

Potentially Lower Funding Cost Volatile Investor Risk Appetite
Diversification Of Funding Bullet Maturities

Sources * Roll-over risk?

Foreign Currency Reserves - Fiscal And External Obligation
Domestic Capital Market - Sinking fund?

« Crowding out? Absorption capacity? Exchange Rate Risk

Transparency and outside scrutiny Domestic Capital Market

create confidence
« Liquidity?
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Thank You

Christian Esters, CFA

Senior Director
T: +49 69 33 999 242
christian.esters@standardandpoors.com
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