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Political Risk Firmly At The Top

e EcONomic weakness/recession s Rapidly rising interest rates
s ELIFOZONE problems g (e political risk
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Most Favoured: High Yield and |G Financials
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Expectations of Improving Fundamental Credit Conditions @
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Expectations of Worsening Fundamental Credit

Conditions
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Refinancing Risk Perception Rising
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Inflation/Deflation Risk Low

High Risk of Inflation vs Deflation
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credit segments?

Are spreads correctly valuing risk in these corporate @

mQvervalued mCorrectlyvalued ®=Undervalued

Investment grade

Emerging Markets

High Yield
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Corporate Cash Spend Expectations:

Rising Capex Optimism
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Lending Conditions: Flat Outlook

(Loosening Significantly + Moderately)
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ECB Asset Purchases: Optimism Stretches Into 2019 @

How long will ECB asset purchases continue?

B They will be gradually
phased out in the course
of 2018

B They will be reduced in
scale but will persist well
into 2019

B They will be halted
abruptly after the end of
2017

Source: Fitch Eurcpean Senior Fixed-Income Investor Survey
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ECB Tapering Impact: Funding Costs Up

The impact of ECB tapering on corporate
funding costs will be:

M Negative - spreads will
widen to better reflect
credit and liquidity
fundamentals

W Neutral, as an improving
economy will drive credit
spreads tighter

‘Source: Fitch Eurcpean Senior Fixed-Income Investor Survey
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Fitch Ratings’ credit ratings rely on factual information received from issuers and other sources.

Fitch Ratings cannot ensure that all such information will be accurate and complete. Further, ratings are inherently forward-
looking, embody assumptions and predictions that by their nature cannot be verified as facts, and can be affected by future
events or conditions that were not anticipated at the time a rating was issued or affirmed.

The information in this presentation is provided “as is” without any representation or warranty. A Fitch Ratings credit rating is
an opinion as to the creditworthiness of a security and does not address the risk of loss due to risks other than credit risk,
unless such risk is specifically mentioned. A Fitch Ratings report is not a substitute for information provided to investors by the
iIssuer and its agents in connection with a sale of securities.

Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch Ratings. The agency does not
provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS AND THE TERMS OF USE OF SUCH RATINGS AT WWW.FITCHRATINGS.COM.
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