
In recent years, emerging markets assets have become increasingly attractive as investors have looked to 
diversify their portfolios.  Despite growing interest in these markets, a recent Moody’s Analytics survey 
found that 75% and 46% of emerging markets participants view lack of depth of information available 
and scattered information, respectively, as major challenges in assessing credit risk in this space.

Moody’s Emerging Markets Service offers the breadth of sovereign, banking, corporate and structured 
finance research that will help you dig deep into underlying credit issues.  Moody’s brings together 
everything you need to gain insight into emerging markets.

Featured Emerging Markets Research:

Regional Sovereign Outlooks
Forward-looking analysis of regional credit trends written by regional credit officers for Europe, Asia-Pacific, Latin America 
and the Middle East.  Each regional outlook is updated semiannually.

Inside Moody’s:  Latin America
A monthly newsletter highlighting developments affecting issuers and offering timely, thematic commentary on credit 
events in a specific region.

Moody’s Emerging Markets Service

Key Features:

»» Complete sovereign research offerings including credit opinions, 
issuer comments, outlooks and analyses on over 70 emerging 
countries.

»» Company and sector research and data covering over 1,400 
entities, spanning six continents. 

»» Annual outlooks and updates for the banking systems of 
emerging markets sovereigns.

»» Timely special commentary and analysis on global, regional, 
and country- and company-specific developments.

Key Benefits:

»» Moody’s insight into key factors influencing financial 
performance of emerging market countries and companies, all 
in one convenient place.

»» Access to over 160 analysts who analyze emerging markets 
credits.

»» Priority invitations to Moody’s emerging markets conference 
and events program.
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Asia-Pacific Sovereign Outlook 2011 
 

Summary 

» Asia-Pacific1

» The notable exception is Japan, as its fiscal deficit has deteriorated sharply. Although the 
economy has had a strong cyclical rebound, structural weaknesses will likely dampen future 
growth. Without more effective economic and fiscal policies, downward pressure will weigh 
more heavily on Japan’s government rating. 

 ratings are not weighed down from the effects of the global crisis. 
Government finances in the region were mostly either unscathed or are healing rapidly. Since 
the 2010 Mid-Year Outlook was published in August, there have been three upgrades (China, 
Hong Kong, and Indonesia). China’s positive rating outlook was maintained and the 
Philippines’ outlook was changed to positive from stable. Thailand’s outlook was changed to 
stable from negative. The only downgrade was Vietnam. One new rating was assigned to Sri 
Lanka. Each rating is summarized in the last section. 

» Regional growth will remain the most dynamic globally, but moderate in the year ahead. 
While the double-dip scenario in global growth has become unlikely, the removal of stimulus 
policies in China and many advanced countries, as well as the consequent uncertainties in global 
growth, will temper the robustness of the regional recovery in the year ahead. 

» Key credit fundamentals shared widely in the region provide immunity to external shocks. 
Rapid budget deficit reduction and relatively low dependence on foreign funding, strong 
external payments positions and well-capitalized banking systems have provided to regional 
sovereign ratings a high degree of immunity to stress emanating from Europe. 

» Risks to the economic outlook center on inflation and on growth in China. Although 
threats from asset bubbles and inflation do not currently pose systemic risks, some countries 
will face greater price pressures. In view of muted growth prospects for the advanced countries 
in the post-crisis era, the ability of China to maintain relatively strong growth by containing 
inflationary pressures will be key for the regional economic outlook. 

» Our central scenario is for event risks to remain latent. Credit fundamentals have been 
largely unaffected to geopolitical tensions between South and North Korea and to political 
turmoil in Thailand. However, political risks remain high in Pakistan. We do not think that 
political event risk will rise appreciably for those countries scheduled to hold elections this year. 
Meanwhile, recent natural disasters in some countries are having economic effects, particularly 
in Pakistan, but current ratings for those countries capture such risks. 

                                                                        
1  This includes the 22 countries rated by Moody’s in Northeast Asia, Southeast Asia, South Asia and the South Pacific. 
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FEATURES 

Sovereign outlook for Latin America sees upward rating movement 
Building on significant gains in 2010, the sovereign ratings for Latin American and Caribbean countries are poised for additional gains in 2011. The 
region has been aided by economic growth, which has remained resilient even as more developed parts of the world experienced economic 
contraction.  full story – page 2 

‘Enhanced loans’ of Mexican states, municipalities on review for downgrade 
We have placed under review for possible downgrade the ratings on six debt obligations of Mexican states backed by pledges of transfers from the 
Government of Mexico. We have also published a new methodology that formalizes our approach to assigning credit ratings to enhanced loans 

 full story – page 4 

Curbs put on Brazilian banks’ speculative currency trading 
Measures to limit short selling on foreign currency by domestic Brazilian banks to better contain the appreciation of the local currency is credit 
negative for the large commercial and investment banks because it will put a lid on their gains with arbitrage and carry trades. full story – page 6 

Chilean banks’ provisioning strengthens reserves and capital adequacy 
Chile’s new credit-loss provisioning rules are credit positive for the banks and the system because they make the banks’ future stock of reserves and 
provisioning needs much less volatile and ensure banks’ capital adequacy as they enter a new cycle of credit growth. full story – page 7 

Consumer credit boom could hurt Peru’s banks 
Higher average indebtedness of Peruvian consumers employing bank credit is a  negative factor for banks.  As indebtedness rises, it leads to adverse 
loan selection -- lending to customers with limited repayment capacity -- and asset quality deterioration. full story – page 8 

Venezuela devaluation is credit neutral 
The government’s decision to unify the two official foreign exchange cash rates is a relatively positive move that will help somewhat simplify a 
highly inefficient multi-tier exchange rate system and strengthen government capacity to pay. full story – page 9 

Manageable losses to Brazilian insurers from recent natural disasters 
The fatal landslides in the mountainous region of Rio de Janeiro has claimed over 885 lives (427 still missing) and damages could reach BRL2 billion 
(USD1.1 billion), according to local authorities. Nonetheless, insured losses—for both life and property insurance—will likely be minimal as insurance 
coverage penetration in the region is immaterial. full story – page 11  

Baa3 foreign currency rating to Cencosud's proposed debt offering    
We have assigned a Baa3 foreign currency rating to the proposed senior unsecured notes due 2021 of up to US$1 billion to be issued by Cencosud. 
S.A. and fully and unconditionally guaranteed by Cencosud Retail S.A. The rating outlook is stable. full story – page 12 

B3 corporate family rating for Virgolino  
We have assigned a first-time B3 corporate family rating to Agropecuária Nossa Senhora do Carmo S.A. and B3 to its proposed USD 250 million 
seven-year senior unsecured notes issued by its Cayman Island-based offshore subsidiary, affecting approximately US$ 250 million in debt securities.
 full story – page 13 

Moody’s in the News    page 14 

 

CREDIT RESEARCH & RISK MEASUREMENT

GROW YOUR UNDERSTANDING OF EMERGING MARKETS*

*	 Moody’s defines Emerging Markets as nations in the process of rapid economic development and growth.  These countries typically offer a wealth of 
opportunities for foreign investment and trade.

http://v3.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_126604
http://v3.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_126604


Additional Emerging Markets Research and Data:

Country Credit Statistical Handbook (both in print and as an Excel Workbook)
			   A wealth of historical and forecast data for all rated sovereigns and sub-sovereigns updated semiannually. The books		
			   provide a central repository of financial data and ratios, including peer comparisons and forecasts for macroeconomic, 		
			   fiscal, external, liquidity and monetary indicators and are available in Excel format for convenient data-basing purposes.

Banking System Outlooks and Banking Statistical Supplements
			   Moody’s view on the broad environment in which banks of a given system operate.  Updated annually, these reports 		
			   include in-depth analysis of the influence that macro-economic, competitive, and regulatory trends may have on the asset 	
			   quality and capital of banks and, ultimately, on their funding and profitability.  Banking Statistical Supplements, which 		
			   complement Banking System Outlooks, offer historical financials for all banks covered in a banking system.  

Asia Pacific Digest
Links to all of the rating actions, announcements, and high profile reports related to Asia Pacific entities published over  
the past seven days.

Moody’s Emerging Markets Service
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REGIONAL COVERAGE
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Albania 
Lead Analyst: Anthony Thomas 

Country Ceiling Bond Rating - Foreign 
Currency Ba1 

Bank Deposit Ceiling - Foreign 
Currency B2 

Country Ceiling Bond Rating - Local 
Currency A3 

Bank Deposit Ceiling - Local 
Currency Baa1 

Government Bond Rating - Foreign 
Currency B1 

Weighted Average Bank Financial 
Strength Rating E+ 

Issuer Rating - Local Currency B1 Exchange Rate Regime Floating
 2000 2001 2002

Economic Structure and Performance 
Nominal GDP (US$ Bil.) 3.6 4.1 4.4
Population (Mil.) 3.1 3.1 3.1
GDP per capita (US$) 1,186 1,325 1,444
GDP per capita (PPP basis, US$) 4,183 4,581 4,785
Nominal GDP (% change, local currency) 10.9 11.5 6.7
Real GDP (% change) 6.7 7.9 4.2
Inflation (CPI, % change Dec/Dec) 4.2 3.5 1.7
Gross Investment/GDP 34.2 39.7 38.7
Gross Domestic Saving/GDP 14.0 19.1 14.0
Nominal Exports of G & S (% change, US$ 
basis) 20.0 15.2 16.2
Nominal Imports of G & S (% change, US$ 
basis) 25.5 14.5 24.2
Openness of the Economy[1] 55.9 57.4 63.9
Government Effectiveness[2] -0.84 -- -0.56
Government Finance 
Gen. Gov. Revenue/GDP 25.0 25.0 24.8
Gen. Gov. Expenditures/GDP 32.4 31.6 30.9
Gen. Gov. Financial Balance/GDP -7.4 -6.6 -6.1
Gen. Gov. Primary Balance/GDP -1.8 -2.6 -2.1
Gen. Gov. Debt (US$ Bil.) 2.19 2.47 2.98
Gen. Gov. Debt/GDP 59.6 57.8 63.9
Gen. Gov. Debt/Gen. Gov. Revenue 238.8 231.6 257.5
Gen. Gov. Int. Pymt/Gen. Gov. Revenue 22.6 16.2 16.0
Gen. Gov. FC & FC-indexed Debt/GG 
Debt 27.5 28.5 34.5
External Payments and Debt 
Nominal Exchange Rate (local currency 
per US$, Dec) 142.64 136.55 133.74
Real Eff. Exchange Rate (% change) -- -- --
Current Account Balance (US$ Bil.) -0.16 -0.22 -0.41
Current Account Balance/GDP -4.3 -5.3 -9.2
External Debt (US$ Bil.) 1.15 1.16 1.12
Public External Debt/Total External Debt 99.7 99.6 99.6
Short-term External Debt/Total External 
Debt -- -- --
External Debt/GDP 31.7 28.5 25.3
External Debt/CA Receipts[3] 79.7 70.3 64.3
Interest Paid on External Debt (US$ Bil.)[4] -- 0.01 0.02
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GLOBAL BANKING 

BANKING SYSTEM 
OUTLOOK 

DECEMBER 20, 2010 

Pakistan 
The outlook for Pakistan’s banking system remains negative, reflecting the challenging operating 
environment that has highlighted the limited depth and diversification of the country’s banking 
system, with increasing susceptibility to event risk at the B3-rated sovereign level. This outlook 
expresses our expectations for the fundamental credit conditions in this system over the next 12-
18 months.  

Summary Opinion 

Heavy flooding in Pakistan during August 2010 was a humanitarian disaster and precipitated 
deteriorating macroeconomic conditions. The direct impact on our rated Pakistani banks has 
been modest, as the floods plagued largely un-banked, rural areas. However, we expect 
weaker economic growth and higher inflation in the short term, after the floods led to food 
shortages, rising commodity prices and a renewed recourse of the government to deficit 
monetization. These adverse developments create a difficult operating environment for 
banks, which is a key driver of our negative system outlook. We expect these near-term 
economic challenges to dissipate only gradually through the first half of 2012, when 
operating conditions will likely return to more favourable trends.  

In the near term, higher inflation will likely lead to rising lending rates, which, together with 
the weakened economy, will challenge borrowers' payment capacity, contributing to further 
asset quality deterioration for banks. Furthermore, we expect that banks will further increase 
their already very high exposures to the B3-rated sovereign, as the subdued economy 
constrains corporate and household loan demand and limits banks’ risk appetite. In contrast, 
the government remains an active borrower in order to support the economy and cope with 
the flood damages.  

We estimate that government-related exposures amounted to a very high 36% of our rated 
Pakistani banks’ total assets as of end-September 2010, making these banks increasingly 
susceptible to event risk at the B3-rated sovereign level. Our stress scenario analysis 
highlights the risks emanating from banks’ concentrated exposure to the broader government 
sector. While we consider our rated banks’ capital levels as sufficient to absorb either a severe 
deterioration in their asset quality or a moderate government default scenario,1 their capital 
cannot withstand a combination of these two stresses. To this point, although all our rated 
banks have sufficient capital to absorb expected losses under our base-case scenario (which 
assumes a modest broad-based asset quality deterioration), most banks’ capital is impaired 
under our stress-case scenario, which in addition to a severe deterioration in asset quality 
assumes a sovereign crisis. 

                                                                            
1  We use a moderate scenario because the stable outlook on the rating indicates that a government default is not likely in the short-to-medium term and that positive 

economic growth estimates reduce the severity of stress assumptions under a sovereign crisis (see below for more details).  
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Moody's Asia Pacific Weekly keeps you updated on the latest research, 
rating actions, and events from Moody's in Asia. 

Moody's Asia Pacific Weekly is complimentary. If you would like your 
colleagues to also receive it, please email us. Alternatively, let us know 
if you would not like to receive this publication. 

To access the information within this email we ask that you register to 
Moodys.com. Registration is complimentary. Please go here to register. 

Research
Rating Actions
Announcements
Rating Methodologies
Moody's Events
Moody's Training Seminars

Asia ex-Japan RMBS 4Q2010 Performance Review
Mar 8 
Mortgage loans in outstanding RMBS originated in Korea, Hong Kong, and Taiwan were steady in 
4Q2010, with no downward pressure on ratings in any of the three markets. 

Asia Ex-Japan Structured Finance: Application of Global Structured Finance Operational Risk 
Guidelines 
Mar 4 
The global structured finance operational risk guidelines published on March 2, 2011, have no rating 
impact on Asia ex-Japan structured finance transactions rated by Moody’s. 

Moody’s Weekly Credit Outlook    
Mar 7 
Middle East turmoil & rising bunker prices; Outlook for reinsurers after NZ Quake; India’s 2012 budget; and 
more.

Asia – Barclays Bank PLC Index Linked Notes
Mar 4 
Moody's has assigned a Aa3 (sf) definitive rating to the AUD1,928,000 Index-Linked Notes issued under 
the Global Structured Securities Programme of Barclays Bank PLC. 

Australia – Amcor Ltd
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