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Data: Methodology and Definitions

This paper focuses on the recent fluctuations of international sovereign debt risk, with the intention to identify
trends and drivers of change.

We have divided world debt risk into eight regions: US & UK, Western Europe, Emerging Europe, Scandinavia,
Latin & South America, Middle East & Africa, Australasia and Asia. In addition to identifying trends within each of
these regions, macro trends across the sovereign debt sector are also discussed.

CDS Values are calculated by CMA DataVision i a unique CDS pricing service based on data collected from
CMAG6s consortium of over 30 swap mar ket participant
provide independent, intraday price verification for single name CDS, indices and tranches. Unless otherwise
stated, all latest CDS values will be the midpoint on the 5 year tenor and are based on London closing values
from 14" December, 2009.

Cumulative Probability of Default (CPD) quantifies the probability of a country being unable to honour its debt
obligations over a given time period. Unless otherwise stated, all stated values are for the 5 year CPD. CPD is
calculated using an industry standard model fed with proprietary credit data from CMA DataVision.

Implied Ratings are calculated using a proprietary model developed by CMA and fed with CDS pricing data
from CMA DataVision.

Access Data: CMA provides independent intra-day pricing on over 1,500 single name CDS and CDS Indices.
Data is available directly from CMA or via a wide variety of third party technology platforms. To subscribe to our
data feeds please contact us at info@cmavision.com

Changes in CMA Sovereign Debt Coverage

Deletions:

No deletions to our sovereign coverage this quarter.
Additions:

No additions to our sovereign coverage this quarter.
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The Worl dés Riskiest Sovereign D

Position Q4 Country 5 Year CMA Implied 5 Year CDS Mid (bps) Previous Ranking
CPD (%) Rating
1 Venezuela 57.7 CEE 1265 3 (Down 2)
2 Ukraine 54.6 ccc 1344 1(Up1l)
3 Argentina 49.1 ccc+ 1033 2(Up1)
4 Latvia 30.1 b+ 538 4 (No Change)
5 Iceland 25.4 bb- 538 5 (No Change)
6 Dubai 25.1 b+ 422.8 8 (Down 2)
7 Lithuania 19.3 bb- 316.8 6 (Upl)
8 Greece 17.4 bb 220 New Entry
9 Romania 17.2 bb 276.3 New Entry
10 Lebanon 17 bb 269.6 9 (Up1l)
1800 Ukraine
Venezuela

1600

//\/\ = Argentina

1400 A
— NLS o
h/\_\ Latvia, Republic
1200 v, of

/_/"\/\ Iceland
1000 Lcﬁ—/nw

800

e Dubai/Emirate of

— | ithuania

600 AN
——/\,\ ]fw Romania
P —
400 — % % : Lebanon
200 N

e Greece
6] T T T T T T T T T T
X Y Y S < <
oY oY o ’0(-' o~ X0 X < X I X
S N, - AN N NS

e Russia and Kazakhstan are out of the top ten riskiest sovereign debtors list, replaced by new additions,
Greece and Romania.

Global Sovereign Credit Risk Report Support EU +44 (0)20 7925 8442 Confidential & Proprietary
Fourth Quarter 2009 Support US +1 646 351 8787 WWW.cmavision.com

December 15" 2009 support@cmavision.com

ACME Group Company




The Wo Gdfedt@evereign Debt

Position Q4 Country 5 Year CMA Implied 5 Year CDS Mid Previous Ranking
CPD (%) Rating (bps)
1 Norway 1.4 aaa 15.6 1 (No Change)
2 Germany 1.9 aaa 22 4 (Up 2)
3 Finland 2.1 aaa 24.5 2 (Down 1)
4 France 2.2 aaa 26 5Up1l)
5 Netherlands 2.5 aaa 29.5 6 (Up 1)
6 Denmark 2.6 aaa 30.5 8 (Up 2)
7 USA 2.9 aaa 34 3 (Down 4)
8 Australia 3.2 aaa 38.1 7 (Down 1)
9 Belgium 3.8 aat 45.3 9 (No Change)
10 Switzerland 3.9 aat 45.7 New Entry
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e The lowest default risk remains geographically concentrated around Western and Northern Europe
e Switzerland moves back into the top ten safest sovereign credits, relegating New Zealand
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Regional Focus: UK & USA
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Notes

e Both the USA and UK have been among the worst performing sovereign CDS this quarter- the UK is
some 77% wider, the USA out by nearly 66%.
e Concerns are mounting about the increase of debt to GDP ratios in UK and USA, 97% and 75%

respectively.
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Regional Focus: Western Europe
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Notes

CDS for Spain and Italy have behaved similarly this quarter, as have the CDS for Poland and Austria
Greece has been the worst performer in Europe this quarter as it struggles to get its budget deficit
under control. The Greek CDS also showed the worst performance globally over Q3.

Il relanddés efforts to reign in the budget
to other countries in Western Europe.

Germany has been the best performer in the region this quarter, tighter by 5.5%

appe

a r

Global Sovereign Credit Risk Report
Fourth Quarter 2009
December 15" 2009

Support EU +44 (0)20 7925 8442
Support US +1 646 351 8787
support@cmavision.com

Confidential & Proprietary
WWW.cmavision.com

ACME Group Company




Regional Focus: Emerging Europe
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Notes

e Romania unable to access IMF funding due to political crisis.
e Latviads economy G mnmdustrialmutpitsandicansumér spendikg decline, but

budget balancing is ahead of scheduled plans.

e Romania has seen the worst performance in the region, wider by 41% this quarter
e Estonia has been the best performer, tigher by 5.8% since the end of September
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Regional Focus: Scandinavia & The Nordic Region

60

40

Sweden

Denmark

30 _

/‘/\__f\ e Finland
20 - A

Norway
10
0 T T T T T T T T T T
o~ o~ fexd oé' foxd eo ‘\0"& eo“ s & Q?.-(‘
3 N 5 o N & Y & & Y
Notes

e The Scandinavian countries retain their status as a safe haven.
e The fears about the exposure of Swedish banks towards Eastern Europe have largely dissipated
e |celand has widened by 22.2% this quarter, compared to Norway, tighter by 3.9%
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Regional Focus: Middle East & North Africa
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Notes

Correlation between Qatar and Saudi Arabia remains strong

Abu Dhabi has seen some of the worst performance globally this quarter, wider by 53.5%
Dubai shocked the markets in November when the government-owned company Nakheel
requested a standstill agreement from creditors. A last minute bail-out from Abu Dhabi calmed
investorés nerves and brought the CDS back
Lebanon has seen the best performance in the region, 5.4% tighter

South Africa fiscal position is deteriorating, it doubled its deficit projection in late November
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Regional

Focus: Asia
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Notes

Some of the best performing sovereign CDS this quarter have been Asian names i Kazakhstan
tighter by 18.3%, south Korea in by 15.4% and Hong Kong in by 13.8%

CDS for South Korea and Malaysia have behaved similarly this quarter

Hong Kong has overtaken Japan as the tightest CDS in the region.
Japan has been the regional underperformer in Q4, wider by 46.9%
Vietnamsdéd credit situation i s
and increasing trade deficit.

wWorsening over
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Regional Focus: Australia and New Zealand
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Notes
e Australiab6s infrastructure spending programme

e High demand for commodities, especially iron, coal and gas have had positive effects for Australia
e Australia is in a rising interest rate environment with three consecutive rate increases
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Regional Focus: Central and South America

Notes

e Mexico has reversed | ast quarterdés poor

perform

Q47 11.1% tighter. Panama has also shown strong performance compared to regional peers, some

9.9% tighter since the end of September.
e Peru and Brazil remain closely correlated
e Increasing militarisation of Venezuela causing concern for regional stability.

e Venezuela has stepped up its nationalisation plans- seizing banks, agricultural and industrial resources

ance
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