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Determining the Overall Grid-Indicated Rating
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Source: Moody’s Sovereign Bond Ratings Methodology 2013
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Factor 4—Susceptibility to Event Risk

Domestic Political Risk

Political Risk Max. Function®
Geopolitical Risk
Fundamental Metrics
Government Liquidity Risk Max. Function®
Market Funding Stress
Factor 4: Strength of Banking System
Susceptibility to
Event Risk Banking Sector Risk Max. Function®  Size of Banking System
Funding Vulnerabilities
(Current Account Balance+FDI)/GDP,
External Vulnerability Risk Max. Function®  External Vulnerability Indicator (EVI)..,

Net International Investment Position/GDP,

2 The aggregation of Political Risk, Government Liquidity Risk, Banking Sector Risk, and External Vulnerability

Source: Moody’s Sovereign Bond Ratings Methodology 2013
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]
Moody’s Geopolitical Risk Assessments

Geopolitical Risks currently concentrated in Middle East and CIS

Susceptibility to geopolitical risk: [ Verylow Low Medium Low Medium B Medium High B High M Very High

(labeled in map)
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Source: Moody’s Publication How geopolitical risks affect creditworthiness, December 2014

Mooby’s

INVESTORS SERVICE


https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1000834
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Political Risk

Domestic Political Risk + Geopolitical Risk Political Risk

» Domestic Political Risk:

Domestic Political Risk is assessed on the basis of two main indicators: the World Bank’s
Voice and Accountability index, and GDP per capita (as a proxy for the potential of low
income-related social unrest). For example, some of the Middle East and North Africa (MENA)
crisis countries that were affected by recent turmoil showed poor Voice and Accountability
scores. It goes without saying that this is a rather rough two-indicator grid which may only be
a starting point of the analysis in cases that involve political factors that go beyond this
framework.

» Geopolitical Risk:

Geopolitical Risk is difficult to score on the basis of quantitative indicators. That said, the set
contains very few Moody’s-rated countrieswhose creditworthiness is significantly affected by
geopolitical risk concerns. One example is Korea, whose credit standing is influenced by the
unresolved issues with North Korea. An escalation of tensions or a disorderly reunification of
the peninsula would arguably weigh on the creditworthiness of the country.

Source: Moody’s Sovereign Bond Ratings Methodology 2013
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Political Risk Assessment 2015

Domestic and Geopolitical Risk Political Risk
B Domestic Political Risk = Geopolitical Risk ® Political Risk (Domestic Political Risk + Geopolitical...
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Source: Moody’s Sowvereign Scorecard 2015

MoobDy’s

INVESTORS SERVICE



.
Related Research

» How Geopolitical Risks Affect Creditworthiness, December 2014

» Sovereign Bond Ratings Methodology, September 2013
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https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1000834
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_157547
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© 2014 Moody’s Corporation, Moody'’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their
licensors and affiliates (colectively, “MOODY’S”). All rights reserved.

CREDITRATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. (“MIS”) AND ITS
AFFILIATES ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF
ENTITIES, CREDIT COMMITMENTS, ORDEBT OR DEBT-LIKE SECURITIES, AND CREDIT
RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S (“MOODY’S
PUBLICATIONS”) MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE RELATIVEFUTURE
CREDITRISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKESECURITIES.
MOODY'S DEFINES CREDIT RISK AS THERISKTHAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONSAS THEY COME DUE AND ANY ESTIMATED
FINANCIALLOSS INTHE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR
PRICE VOLATILITY . CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S
PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S
PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT
RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC.
CREDITRATINGS AND MOODY’S PUBLICATIONS DO NOT CONSTITUTE ORPROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS
ARE NOTAND DO NOTPROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD
PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NORMOODY’S PUBLICATIONS
COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHESMOODY’S PUBLICATIONS WITH THE
EXPECTATION AND UNDERSTANDING THAT EACH INVESTORWILL, WITH DUE CARE, MAKE
ITSOWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION
FOR PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FORUSE BY
RETAIL INVESTORS AND ITWOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER
MOODY’S CREDIT RATINGS ORMOODY’S PUBLICATIONS IN MAKINGANY INVESTMENT
DECISION. IFIN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER
PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPY RIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCHPURPOSE, IN WHOLE OR IN PART, INANY FORM OR MANNER ORBY ANY MEANS
WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

All inf ormation 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,

howev er, all information contained hereinis provided “AS IS” without warranty of any kind. MOODY'S
adopts all necessary measures so that the information it uses in assigning a creditrating 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 cannct in every instance
independently verify or validate information received in the rating process or in preparing the Moody’s
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 connectionwith
the information contained herein or the use of or inability to use any such information, even if
MOODY'S or any df its directors, officers, employees, agents, representatives, licensors or suppliers
is advised in advance of the possibliity of such losses or damages, including but notlimited to: (a) any
loss of presentor prospective prdfits or (b) any loss or damage arising where therelevant financial
instrument is not the subject of a particular credit rating assignedby 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 toany person or entity, including but not limited to by any negligence (but excluding
fraud, willful misconduct or any other type of liability that, for the avoidance of doubt, by law cannat be
excluded) on the part of, or any contingency within or beyond the control of, MOODY'’S or any of its
directors, officers, employees, agents, 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
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN
ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly -owned credit rating agency subsidiary of Moody’s Corporation (“MCQ”), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds, debentures,
notes and commercial paper) and preferred stock rated by MIS have, prior to assignment of any
rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500
to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the
independence of MIS’s ratings and rating processes. Information regarding certain affiliations that
may existbetweendirectors of MCO and rated entities, and between entities who hold ratings from
MIS and hav e also publicly reported to the SEC an ownership interest in MCO of more than 5%, is
posted annually at www.moodys.com under the heading “Shareholder Relations — Corporate

Gov ernance — Director and Shareholder Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuantto the Australian
Financial Services License of MOODY'S affiiate, Moody’s Investors Service Pty Limited ABN 61 003
399 657AF SL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AF SL 383569
(as applicable). This documentis intended to be provided only to “wholesale clients” within the
meaning of section761G of the Corporations Act 2001. By continuing to access this documentfrom
within Australia, you representto MOODY’Sthatyou are, or are accessingthe documentas a
representativeof, a “wholesale client’ and that neither you nor the entity you represent will directly or
indirectly disseminatethis documentor its contents to “retail clients” within the meaning of section
761G of the Corporations Act 2001. MOODY'S creditrating is an opinion as tothe creditworthiness of
a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is
av ailable to retailclients. It would be dangerous for “retail clients” to make any investment decision
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