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Key Takeaways

key emerging market (EM) economies. We also slightly upgraded our 2022 growth projections on better-than-expected
Q2 performance. However, growth has already started to decelerate, and we expect this trend to continue. We have also
raised sharply our median inflation forecast for key EMs to 5.6% for 2023 from 4.1% in our June forecast.

— Due to materialization of some of our previously outlined downside risks, we lowered our 2023 growth projections for

while risks of the Fed’s more aggressive tightening and China’s slower growth are still in place. We estimated that the
materialization of these risks (for example, a surge in energy prices and further monetary tightening in the U.S.) could

— Thebalance of risks for EMs remains firmly on the downside. Resolution of the Russia-Ukraine conflict seems far off, ):
cause several LatAm and EM EMEA economies to contractin 2023.

— Yields have notably increased. Despite some easing in August, both corporate and governmentyields have started
Increasing in September across most EMs in line with our expectations.Yields have increased across most of LatAm @%

(following the recent U.S.monetary tightening) and EM EMEA (due to escalation of the Russia-Ukraine conflict and
ongoing gas-supply disruptions). A strengthening dollar and tightening of global financing conditions remain key risks for
EMs, and we expect challenging environment to remain in the nearest term.

among commodity exporters in LatAm and EM Asia. However, we expect pressure on EM currencies to intensify in the
coming months, as external environment remains difficult, current accounts are currently deteriorating, and some EM

— Exchange rates among some EMs appeared to be more resilent than those in developed markets (DMs), particularly ?Q
economies seem to approach the end of their tightening cycles, particularly in LatAm.
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EM Economic Outlook | Another Downward Revision For 2023
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Solid growth in the first half of 2022
triggered an upward revision to our 2022 GDP
growth projections for most EM economies
(see “Economic Outlook Emerging Markets Q4
2022: Further Growth Slowdown Amid Gloomy

Global Prospects® published September 26).

However, we expect a weaker second hallf,
and even slower growth in 2023 across most
EMs. Few exceptions aside (Brazil, Colombia,
Indonesia, and Turkey), real GDP growth in EMs
eased or even turned negative in the second
quarter. We expect this trend to continue for
most EMs.

Some downside risks, outlined in our
previous forecast, have materialized,
prompting us to revise our projections
downwards. China’s economic growth
weakened again as new COVID-19 outbreaks
and mobility restrictions took hold.In Europe,
natural gas flows from Russia have been
disrupted following the shutdown of the Nord
Stream 1 gas pipeline for an unspecified
period. Downside risks to the forecast remain
substantial.


https://www.spglobal.com/ratings/en/research/articles/220926-economic-outlook-emerging-markets-q4-2022-further-growth-slowdown-amid-gloomy-global-prospects-12510108

EM Credit Conditions | Clouds Are Gathering

Risk Level Risk Trend

Worsening

Worsening

Worsening

Top EM Risks
‘ Further monetary tightening in the U.S. weakens financing
— conditions.
N High inflation squeezes the finances of corporations, households,
£ and banks.
Increasing geopolitical tensions and difficult domestic socio-
political conditions erode credit fundamentals.
China's soft economic recovery from adherence to a prolonged
(((O)D zero-COVID policy or weak rebound in business and household

Worsening

confidence.

Structural Risks

Climate change and rising adaptation costs.

Risk levels may be classified as very low, moderate, elevated, high, orvery high. They are evaluated by considering both the likelihood and
systemic impact of such an event occurring over the next one to two years. Typically, these risks are not factored into our base case rating
assumptions unless the risk level is very high.

Risk trend reflects our current view about whether the risk level could increase or decrease over the next 12 months.
Source: Credit Conditions Emerging Markets Q4 2022: Clouds Are Gathering, Sept. 27, 2022. S&P Global Ratings.
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We expect credit conditions to worsen for
EMs, given the confluence of tightening
financing conditions, slowing growth in China
and Europe, and the potential for a steeper-
than-expected recession in the U.S.

The balance of risks for EMs is firmly on the
downside. A resolution of the Russia-Ukraine
conflict seems far off. This--in addition to
sustained gas supply disruption in Europe, the
Fed’s more aggressive tightening, and lower
growth momentum in China--could hurt EMs
by dampening global economic and trade
growth.

We expect our negative outlook bias for rated
Issuers across EMs to widen. Rising interest
rates, persistent inflation, and weakening
demand could erode corporate profits,
households' purchasing power, and banks'
asset quality. Few issuers will continue to
benefit from this complex panorama, mainly
commodity exporters.


https://www.spglobal.com/ratings/en/research/pdf-articles/220927-credit-conditions-emerging-markets-q4-2022-clouds-are-gathering-101566872

EM Downside Scenario| Some EMs Face Recession Risks

— Consideringincreasingrisksin the global

Real GDP Growth in 2023, Baseline Versus Downside (%) economy, we have developed a downside
scenario with a roughly one-in-three chance
=2023B W2023D of occurring. Our downside scenario

assumptions include a Russia-Ukraine
conflict-induced surge in energy prices and
tighter monetary policy in the U.S. (see
“Economic Research: Global Credit Conditions
Downside Scenario: Recession Risks Deepen”
published October 12).

—  We expect Mexico and Chile to bear the
greatest impact in LatAm, while Poland
would be the hardest hitin EM EMEA, given
their economic ties with the U.S. and the
eurozone (which is expected to get severely
hit), respectively. In our downside scenario,
these economies are likely to post no or

_ negative growth in 2023.
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— In EM Asia, the downside scenario would
Poland Chile Mexico Brazil South Africa China Indonesia India have IeSS eﬁeCt on growth, given that these
economies are more domestically oriented.
However, EM Asia could face higher inflation
due to a stronger U.S dollar, as well as high
energy prices.

B--Baseline. D--Downside. Source: S&P Global Ratings.
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https://www.spglobal.com/_assets/documents/ratings/research/101567508.pdf

EM Exchange Rates| Resilience Among Some EMs

EM And DM Currencies Against The Dollar (% Change)
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Note: Exchange rate against USD. A positive figure reflects appreciation and vice-versa. YTD change calculated from 31st Dec 2021. Data as
of October 18th. Source: Haver Analytics and S&P Global Ratings.
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Over the past few months, the U.S.dollar has
been appreciating due to the Fed’s stronger-
than-expected tightening, fading global risk
appetite, and deteriorating current accounts
among commodity importers.

However, currencies of some LatAm and
Asian EMs have been moreresilient than DM
currencies. On a few occasions, currencies
have even appreciated over the last months, as
was the case with exporters in Mexico, Brazil,
and Chile.However, developments across
commodity markets are becoming less
favorable for metals exporters (such as Brazil,
Chile, Peru, and South Africa), and most of
these economies seem to have either finished
their tightening cycles or are close to doing so.
Therefore, the pressure on exchange rates is
likely to persist.

Some EM Asia economies have also been
more resilient. There has likely been some
intervention from central banks to support
currencies, while recovering economies, steady
trade and recovering tourism are providing
buffers.
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EM Asia Economics| Tourism Sectors Reopen, But Far From Normal

Vishrut Rana, Singapore, +65-6216-1008, vishrut.rana@spglobal.com

Visitor Arrivals (Three-Month Moving Average) —  While domestic economies have
reopened, tourism sectors have been

—|ndia =—=Indonesia Malaysia =Philippines Thailand slower to recover.
160%
140% — Visitor arrivals are now increasing,
but the number of arrivals remains
120% significantly below normal. In India,
arrivals are about 70% of pre-
100% pandemic levels, while around 30% in
other Asian EMs. Malaysia stands out
80% with a brisk pace of tourism recovery.
60%
— Thetourismindustry is especially
40% important for Thailand, accounting for
20%

\ 5// about 11% of GDP.
0% \ ﬂ RS

Aug-19 Dec-19 Apr-20 Aug-20 Dec-20 Apr-21 Aug-21 Dec-21 Apr-22 Aug-22

Percentage of August 2019 levels. Source: Ministry of Tourism India, Tourism Malaysia, Ministry of Tourism and Sports Thailand, Central
Bureau of Statistics Indonesia and Department of Tourism Malaysia.
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EM EMEA Economics | Central Banks Face Policy Dilemma

TatianalLysenko, Paris, +33-1-4420-6748, tatiana.lysenko@spglobal.com
Valerijs Rezvijs, London, +44-7929-651386, valerijs.rezvijs@spglobal.com

Inflation Expectations

mJan-22 mMar-22 = Latest observation mJan-22 mMar-22 w=latest observation
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Poland (% of respondents expecting

CPI expectations - next 12 months higher inflation in next 12 months)

Note: South Africa’s numbers are based on replies from financial analysts, firms, trade union officials, and households. In Turkey and
Poland, numbers are based on replies from firmsonly. Source: Turkey’s Central Bank, National Bank of Poland, and South Africa’s
Bureau for Economic Research.
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EM EMEA banks are charting a difficult
course between supporting economic
growth and anchoring inflation
expectations. Prioritizing growth, Turkey’s
central bank has delivered another 100-basis
point (bp) cuton September 22. However,
South Africa has hiked its interest rate by 75
bps, where annual inflation has decelerated
for the second month in a row.

National Bank of Poland unexpectedly kept
its interest rates unchanged at 6.75% on
October 5, citing a deterioation of global
economic conditions, as well as deceleration
of domestic growth. Meanwhile, annual
inflation increased to 17.2% in September
amid rising food prices and core inflation.
Government has announced several new
measures to tackle energy inflation, such as
price caps and tax decreases. However,
taking into consideration the 15.9%
minimum-wage increase in January, as well
as expansionary fiscal policy, we expect
headline inflation to remain high.

10
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LatAm Economics | Shift To Below-Trend Growth

Elijah Oliveros-Rosen, New York, +1-212-438-2228, elijah.oliveros @spglobal.com

Real Quarter-On-Quarter GDP Growth (%)

— Mostofthe largest LatAm economies
performed better than expected so far this

20 year, in many cases growing above the trend

because of resilient domestic demand and an

uptick in exports. As a result, we revised our

2022 GDP growth forecast for the region to 2.8%

from 2.0% previously.

— However, we expect LatAm economies to shift
into low-trend growth by the end of this year
and into 2023, as more challenging external
dynamics dent the region’s export volumes, and

l I I waning confidence takes a toll on domestic

B Long-term average mQ1-22 Q2-22

15

1.

o

0.

@]

0.0 demand.We now project LatAm to expand by
0.9% in 2023, compared with our previous 1.8%
-05 assumption.
-1.0
Argentina Brazil Chile Colombia Mexico Peru LatAm 6 Median EM

Note: Long-term average isthe 10-year pre-pandemic average. Source: Haver Analytics and S&P Global Ratings.
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GDP Summary | In Most Cases We Expect GDP Growth To Weaken In The Coming
Quarters

Country Latestreading (y/y) Period 5Y Avg 2020 2021 2022f 2023f 2024f
Argentina n Q2 -0.2 . 2.
Mexico Q2 2000000

South Africa 0.2 Q2 n 6 :

S &P Gl. Ob al. Note: Red means GDP growth isbelow five-year average (2015-2019). Blue means the opposite. F—Forecast. Source: Haver Analytics and S&P Global Ratings.
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Monetary Policy/FX| Chile’s Central Bank Likely To Join Brazil In Ending Rate Hikes

Next meeting

September YTD
exchange exchange
rate chg. rate chg.

N/A -5.8% -30.3%

QI 42%  3.2%

R 8.7% -12.0%

Oct.28f el -12.2%

Nov. 10 0.0% I

e  33%  03%

N =2.9% -10.2%

O] -23%  -8.6%

Oct. 20 U7 I V.7

o 35% -10.2%

Nov. 17000 -13.0%

Nov. 300 el -11.4%

WA~ -18%  -4.5%

Nov. 9F S0 -18.4%

N/A O% 0.0%

Latest Latestrate

Country Policy rate Inflation target inflation .
; decision

reading

Argentina 75.00% No target 78.5% R S G
Brazil 13.75% 3.5% +/- 1.5% A Hold
Chile 11.25% 3% +/- 1% e A o e TG
Colombia 10.00% 3% +/- 1% [ e
Mexico 9.25% 3% +/- 1% A S e G
Peru 7.00% PR  85%  25bps hike
China 1.10% P 2.7% N/A
India 5.90% PIYRIRPR  7.0%  50bps hike
Indonesia 4.25% 3.5% +/- 1% G e
Malaysia 2.50% No target 4. 7% NG
Philippines 4.25% 3% +/- 1% LA e G
Thailand 1.00% 2.5%+/-1.5% A e
Vietnam 5.00% O] ~ 3.9%  100bps hike
Poland 6.75% 2.5% +/-1% A Hold
Saudi Arabia 3.75% 3% +/- 1% SO e
South Africa 6.25% 3%6-6% S S e
Turkey 12.00% 7RIRPY  83.5%  100bpscut

Nov. 22[SEETAT] -11.2%

Oct.20 -1, 9% -28.4%

Note: Red means inflation is above the target range, policyis tightening, and exchange rate isweakening. Blue means the opposite. A positive number for the exchange-rate change means
appreciation. Argentina's central bank no longer targets inflation, nor does it set the policy rate directly (itis set based on monetary aggregates targeting). For China, we use the PBOC's seven-day

reverse repo. Source: Haver Analytics and S&P Global Ratings.
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Real Effective Exchange Rates | Brazilian Currency Has Appreciated Sharply
Against Those Of Trading Partners

Broad Real Effective Exchange Rates (% Change From 10-Year Average)

30.0
25.0
20.0
15.0
10.0

5.0

0.0
-5.
-10.0
-15.0
-20.0

-25.0

o

PHP

S&P Global
Ratings

Stronger
I
Weaker
x z o o > m zZ o o z > o [ o -
< ~ > O z I i < zZ x o [a) z P o
%) o S O O = o N = S = = > O m

Note: Data is computed on 10 years of the monthly average data of the J.P. Morgan Real Broad Effective Exchange Rate Index (P PI-deflated). Data as of Sept. 30, 2022. Source: S&P Global Ratings,
Haver Analytics, and J.P. Morgan.
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Real Interest Rates | Highly Restrictive In Brazil Compared With Other EMs

Deviation In Current Real Benchmark Interest Rates From 10-Year Average (bps)
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Note: Real interest rates are deflated by CPI. Inthe cases where we didn’t have 10 years of history, we used all the availode data to calculate the average. We exclude Argentina. For China, we use the
seven-day reverse repo rate. Data as of Sept. 30, 2022. Source: Haver Analytics and S&P Global Ratings.
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FC Sovereign Rating
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Sovereign Outlook
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£ NetDebt/EBITDA EEET T s - 1.36
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"g NFC FC Debt % GDP* 34.6 12.9 13.8 14.4 5.4 6.2t 8.8 8.6 7.5 12.4 13.9 6.8
z
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Sovereign--Each of thefactorsis assessed on a continuum spanning from 1’ (strongest) to 6 (weakest). Based on “Sovereign Rating Methodology.” Dec. 18, 2017.

Financial Institutions BICRA--The overall assessment of economic riskand industry risk, which ultimately leads tothe classification of banking systems into BICRA groups, is determined by the number of “points” assigned to each risk score on the sixgrade scale. The points range from 1’ to *10’, with one point correspondingto
“very low risk” and "10" points corresponding “extremely high risk,” based on “Banking Industry Country Risk Assessment Methodology and Assumptions,” Dec. 9, 2021,and “Financial Institutions Rating Methodology,” Dec.9,2021. VL--Very low. L--Low. |--Intermediate. H--High. VH--Very high. EH--Extremely high.

Nonfinancial Corporates--Ratios are derived from the median of rated coporatesin their respective countries. Wethen rankthem according toour “Corporate Methodology,” Nov. 19, 2013, by using table 17, with levels that go from minimal to highly leveraged. §We assess return on capital by using the median of our rated
corporates in theirrespective countries, then we adjust for inflation, we then rank it based on our “Corporate Methodology,” Nov. 19, 2013. *Nonfinancialcorporates’ debt and foreign currency denominated debtis based on IIF global debt monitor with data as of March2022.

*|IF 1Q 2022. Source: Bangko Sental NG Pilipinas, Corporate Variables Capital 1Q 1Q2022, and S&P Global Ratings. Data for sovereignsand financial institutionsas of Oct. 14, 2022.
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EMYields| BenchmarkYields Soar Across EMs

Change In Local Currency Five-Year Government Bond Yield Versus U.S. Five-Year T-Note Yield

m Change Since Aug. 31, 2022 m Change Since End Of 2021 Change Since End Of 2020
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Data as of Sept. 30, 2022. The selection of country issubject to data availability. Source: S&P Global Ratings, S&P Capital IQ Pro and
Datastream.
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Despite some spreads easing in August, yields
have started widening in September across most
EMs amid the Fed’s more hawkish statements, as
well as rising economic and credit risks.

In the past few months, EM central banks have
continued to raise interest rates in order to tame
inflationary pressures. EMs balance the need to
reduce inflation and protect capital flows amid
rising global interest rates, while facing lower
global and domestic growth prospects.

The strengthening dollar remains one of the key
risks to EMs.Weaker currencies have intensified
upward pressure on EMs’external financing costs
and inflation. A strong dollar increases the debt
burden of borrowers with significant foreign
currency liabilities.

EMs will continue facing challenging financing
conditions due to high inflationary pressures,
tighter monetary policies, capital flow headwinds,
and lingering recession risks.
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EM Credit Spreads|Risk PremiaOn The Rise

EM Spreads By Region
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Data as of Sept. 30, 2022. HY - High Yield; IG - Investment Grade. Source: S&P Global Ratings, Refinitiv, ICE Data Indices,
and Federal Reserve Bank of St. Louis.
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— Risk premia widened across all EMs in September
due to the Fed’s pronounced tightening and worsening
market sentiment towards EMs.

— The biggest impact was in LatAm, with a 59-bps
increase compared with the end of August. This was
driven by fears of spillover effects from the hawkish rise
in U.S.rates. EM EMEA followed the trend with a 31-bps
spread rise, reflecting uncertainty over economy in
Europe.

— EMAsia’s spreads were relatively flat in September.
However, slowing growth prospects, inflation, and limited
access to funding could heat up risk premia in months
ahead.

— In theshort term, spreads may remain volatile in
EMs following the macroeconomic developments, global
financing conditions, trends in the commodity prices, and
the Russia-Ukraine conflict.

— Access to external markets has become difficult
starting in March for all borrowers but particularly for
those with speculative-grade ratings. Spreads rose
across the global rating spectrum, but the investment
grade versus speculative grade discrepancy was
markedly higher for EMs.
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EM | Financial And Non-Financial Corporate Issuance

— Issuancein September 2022 was the lowest YTD, equivalent to about 30% of registered volume the same month a year ago. Cumulative bond

issuance is now trending lower than 2016 levels.

— Despite higher issuance resilience in EM Asia (including Greater China), its pace slowed. Greater China’s debtissuance dropped in September
by 38% (on a monthly basis) to $104 billion.EM EMEAs issuance level is at historically low levels. LatAm more than halved issuance volumes in

September of those in previous months. If the current trend in LatAm continues, the annual issuance volumes will most likely be down by more

than halfof 2021 levels.

— Afurther drop in investor confidence, high risk premia, and a strong dollar could further increase already elevated refinancing risks and capital
flow concerns in the following months. Volatile global market conditions raise the risk of persistent liquidity stress for EMs.

EM Cumulative Corporate Bond Issuance

2018 —— 2019 2020 —2021 2022 YTD

2016 ——2017

250

200

150

100

(il. $)

50

Excluding Greater China. Data as of Sept. 30, 2022. Data including not rated entities. Source: S&P Global
Ratings and Refinitiv.
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EM Regional Bond Issuance

u EEMEA (LHS) m Emerging Asia (ex. GC) (LHS)
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Data as of Sept. 30, 2022. LHS—left hand side. RHS—Right hand side. Source: S&P Global Ratings and
Refinitiv.
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Ratings Summary | Sovereign Ratings in EM17

- Mostsovereign ratings in selected EMs remained unchanged despite macroeconomic difficulties.

- Thesovereign rating on Turkey was the only exception, with a downgrade from ‘B+/Negative’to ‘B/Stable’on Sept. 30,2022 . Loose
monetary and fiscal policy settings, and low net foreign currency reserve levels underscore the Turkish lira's vulnerability to
renewed volatility, with implications for financial stability and public finances.

Economy Ratin Outlook 5 Year CDS spread (Sept. 30) 5 Year CDS spread (Aug. 31)

Argentina Stable 5,276 4,441
Brazil Stable 307 261
Chile Stable 169 152
China Stable 108 74
Colombia Stable 330 274
India Stable 173 116
Indonesia Stable 158 119
Malaysia Stable 121 81
Mexico Stable 195 162
Peru Stable 167 127
Philippines Stable 149 107
Poland Stable 143 148
Saudi Arabia Positive 61 49
South Africa Positive 340 284
Thailand Stable 91 63
Turkey Stable 775 776
Vietnam Stable 180 142

Foreign currency ratings. Red means speculative-grade rating, and blue means investment-grade rating. China median rating includes China, Hong Kong, Macau, and Taiwan. Data as of Sept. 30, 2022. Source:
S&P Global Ratings and S&P Capital IQ.
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EM Rating Actions | By Debt Amount In The Past 90 Days

Debt amount

Rating date Issuer Economy Sector
6-Jul-22  America Movil S.A.B.de C.V. Mexico Telecommunications
26-Aug-22 Empresas Copec S.A. (E-Copec) (AntarChile S.A)) Chile Diversified
9-Aug-22  Unifin FinancieraS.A.B.de C.V. Mexico Financial institutions
23-Sep-22 Anadolu Efes Biracilik ve Malt Sanayii A.S. Turkey Consumer products
6-Jul-22 Kimberly-Clark de Mexico S.A.B. deC.V. Mexico Consumer products
15-Sep-22  Ulker Biskuvi Sanayi A.S. Turkey Consumer products
6-Jul-22  Coca-ColaFemsa S.A.B. deC.V. Mexico Consumer products
24-Aug-22 Axtel S.AB.deC.V. (AlfaS.A.B. deC.V) Mexico Telecommunications
16-Aug-22 Operadorade Servicios Mega S.A. de C.V. SOFOME.R. Mexico Financial institutions
11-Jul-22  GuacoldaEnergia S.A. Chile Utility
8-Sep-22  Mexarrend, S.A.P.I. de C.V. Mexico Financial institutions
Ratch Group Public Co. Ltd. (Electricity Generating Authority of
16-Sep-22  Thailand) Thailand  Utility
19-Aug-22 PT Kawasan IndustriJababeka Tbk. Indonesia Homebuilders/real estate co.
16-Aug-22 Financiera IndependenciaS.A.B. deC.V. SOFOME.N.R. Mexico Financial institutions

Data as of Sept. 30, 2022 (last 90 days), excludes sovereigns, Greater China and the Red Chip companies (issuers headquartered inGreater China but incorporated elsewhere) and includes only latest rating changes. Red
means speculative-grade rating, blue means investment-grade rating, and grey - default. Source: S&P Global Ratings.
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Action type (mil. $)

Upgrade 15,171
Upgrade 3,400
Downgrade 2,450
Downgrade 1,500
Upgrade 1,000
Downgrade 650
Upgrade 600
Downgrade 500
Downgrade 500
Downgrade 500
Downgrade 450
Downgrade 405
Downgrade 300
Downgrade 250
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EM | Total Rating Actions By Economy

B Positive Outlook/CreditWatch Revisions m Upgrade Downgrade B Negative Outlook/CreditWatch Revisions
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-100

Data includes sovereigns. Data from Feb. 3, 2020 to Sept. 30, 2022. EMs consist of Argentina, Brazil, Chile, Greater China, Colombia, Mexico, India, Indonesia, Malaysia, Thailand, Philippines, Poland, Peru, Vietnam, Saudi
Arabia, South Africa, and Turkey. Greater China --- China, Hong Kong, Macau, Taiwan, and Red Chip companies (issuers headquartered in Greater China but incorporated elsewhere). Source: S&P Global Ratings.
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EM | Total Rating Actions By Month

— Number of downgrades increasedin

m Negative Outlook/CreditWatch Revisions Downgrade September to 17, bringing the total
number of 2022 downgrades to 72. Of the
m Upgrade ® Positive Outlook/CreditWatch Revisions 17,12 are in Greater China, three in Turkey,
40 and one each in Thailand and Mexico.

— Downgradesin Greater China occurred

20 I I I across a few sectors due to
0 o . M e - EmmHN I I = I | I Erw_ =l I l - = macroeconomic woes, liquidity issues, or
o . piinl B B B "R T "= BT H companies’intrinsic factors. Downgrades
o 20 I ol in Turkey included the sovereign downgrade
a3 3 and two consumer products companies
w40 I facing tough operating conditions amid the
8 40 Russia-Ukraine conflict and near-term
= refinancing risk. One Mexican issuer was
> .80 downgraded as a result of tight liquidity
and higher refinancing risk. An issuerin
-100 Thailand was downgraded on higher
120 leverage.
D Cc - >20>208 D02 QCcO0c - >20>2>08829Qco0cT- >0>08 _ i
EgRESIGOS8ECRINRIGOS8E5RENTIT T i aredan iy
2020 2021 2022

Data includes sovereigns. Data from Feb. 3, 2020 to Sept. 30, 2022. EMs consist of Argentina, Brazil, Chile, Greater China, Glombia, Mexico, India, Indonesia, Malaysia, Thailand, Philippines, Poland, Peru, Vietnam, Saudi Arabia,
South Africa, and Turkey. Greater China --- China, Hong Kong, Macau, Taiwan, and Red Chip companies (issuers headquartered in Greater China but incorporated elsewhere). Source: S&P Global Ratings.
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EM Downgrade Potential | Regional Negative Bias

EM EMEA Has The Highest Downgrade Potential — EM EMEA has the highest downgrade
- m10-Year Average  m5-Year Average = August 31, 2022  m September 30, 2022 potential, driven by Turkish corporates
S (downgraded in the first half of 2022). The
§ 2% 30% 30% negative bias remains at 23%, as in
2 0% 1% 1on, 23% 23% . éugust, higher Fhan the five-year average,
S 14% 139 6 4% 1% o ut lower thanits 10-year average.
< I I 8% 6% l . l % — EM Asia (excluding China). The
Y .. downgrade potential decreased slightly
EM Asia (ex. Chlna) EEMEA Latin America Greater Chlna as we revised the outlook on India—based
iIssuer to stable from negative. Negative
Negative Bias By Sector bias is well below the five- and 10-year
average.
m Current Negative Bias (Sept. 30, 2022) m Current Negative Bias (Aug. 31, 2022) — LatAm.The downgrade potential
= 5-Year Averages (Sept. 30, 2022) decreased because of new issuers in Chile
S som and Mexico rated by S&P Global. The
é 40% downgrade potential remains well below
2 0% II II historical averages.
> o W sl ol el ol el — Greater China. The September 2022
= Ot (0° o o g e o @9\68\ o OQ%;’O% O (@ P o o downgrade potential (9%) was slightly
¥ 0 Y\"’%\ ER (@ g A \é&\‘*\(\ O&*‘?’\ _g&"“ R SRS ot lower than in August (11%) and below
o (o AR < pe” both of its historical averages.

Data as of Sept. 30, 2022 and include sectors with more than five issuers only; excludes sovereigns. EMs consist of Latin America: Argentina, Brazil, Chile, Colombia, Peru, and Mexico. EM Asia: India, Indonesia, Malaysia,
Thailand, Philippines, and Vietnam. EMEA: Poland, Saudi Arabia, South Africa, and Turkey. Greater China: China, Hong Kong, Macau, Taiwan, and Red Chip companies (issuers headquartered inGreater China but incorporated

elsewhere). Media/entert -- Media and entertainment. Retail -- Retail/restaurants, CP&ES --Chemicals, packaging, and environmental services. Home/RE--Homebuilders/real estate companies. Forest--Forest products and
building materials. Source: S&P Global Ratings.
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Rating Actions | Rating Changes From ‘B-’ To ‘CCC’ In 2022 YTD

Five downgrades in EMs to the ‘CCC’and ‘CC’categories from‘B-"so far in 2022

Rating date Issuer Economy Sector To From Debt amount (mil. $)
Credito Real S.A.B.de CV. SOFOM E.N.R. (Futu lem S.A.P..

4-Feb-22 de CV) Mexico Financial institutions CCC- B- 1,936
Cayman Homebuilders/real estate

11-Mar-22  Logan Group Co. Ltd. Islands CO. CCC- B- 1,280
Homebuilders/real estate

30-May-22 Greenland Holding Group Co. Ltd. China CO. CC B- 600
Homebuilders/real estate

19-Aug-22 PT Kawasan Industri Jababeka Tbk. Indonesia CO. CCC B- 300

8-Sep-22 Mexarrend S.A.Pl. de CV. Mexico Financial institutions CCC+ B- 450

Debt volume includes subsidiaries and excludes zero debt. Red means speculative-grade rating. Data as of Sept. 30, 2022; includes sovereigns and Greater China and Red Chip companies (issuers headquartered in Greater
China but are incorporated elsewhere). Source: S&P Global Ratings.
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Rating Actions | EM Fallen Angels And Rising Stars In 2022 YTD

Three EM fallen angels so far in 2022

Debt
amount
Rating date Issuer Economy Sector To
23-Sep-22 Anadolu Efes Biracilik ve Malt Sanayii A.S. Turkey Consumer products BB+
2-Sep-22 Li&Fung Ltd. Bermuda Consumer products BB+
Oil and gas exploration and
15-Mar-22 Petroleos del Peru Petroperu S.A. Peru production BB+
Two EM rising stars so farin 2022
Debt
amount
Rating date Issuer Economy Sector To From (mil. $)
JBS S.A. (J&F Investimentos
2-Jun-22 S.A) Brazil Consumer products 18,850
28-Apr-22 Gold Fields Ltd. South Africa Metals, mining and steel 1,000

Debt volume includes subsidiaries and excludes zero debt. Red means speculative-grade rating and blue means investment-grade rating. Data as of Sept. 30, 2022; includes sovereigns and Greater China and Red Chip
companies (issuers headquartered in China but incorporated elsewhere). Source: S&P Global Ratings.
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Rating Actions | List Of Defaulters In 2022 YTD

Rating date Issuer Economy Sector To From Debt amount (mil. $)
R&F Properties (HK) Co. Ltd. (Guangzhou R&F Homebuilders/real estate
13-Jan-22 Properties Co. Ltd.) Hong Kong companies SD CC -
1-Feb-22  Future Retail Ltd. India Consumer products SD CCC- 500
Credito Real S.A.B.de CV. SOFOM E.N.R. (Futu lem
10-Feb-22 S.A.Pl. deCV) Mexico Financial institutions SD CCC- 1,941
Homebuilders/real estate
8-Apr-22  Guangzhou R&F Properties Co. Ltd. China companies SD cC -
12-Apr-22  Grupo Kaltex S.A. de C\V. Mexico Consumer products D CCC- 320
Homebuilders/real estate
21-Jun-22 Greenland Holding Group Co. Ltd. China companies SD CC -
Forest products and building
18-Jul-22  PT Sawit Sumbermas Sarana Tbhk Indonesia materials SD CC -
9-Aug-22 Unifin Financiera S.A.B.de CV. Mexico Financial institutions D B+ -

Data as of Sept. 30, 2022. Includes both rated and zero debt defaults. Includes sovereigns, Greater China, and Red Chip com panies (issuers headquartered inChina but incorporated elsewhere). Excludes nine
confidential issuers in 2022 YTD. Red means speculative-grade rating, and grey means default (D) or selective default (SD). Source: S&P Global Ratings and S&P Global Market Intelligence's CreditPro®.
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Rating Actions | Fallen Angels And Potential Fallen Angels

Three Fallen Angels So Far In 2022 While Potential Fallen Angels Continue To Trend Down

Number of issuers

25
20
1
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® Fallen Angels

2013 2014 2015

Number Of Potential Fallen Angels Remains Stable Across EMs

Number of issuers

Data as of Sept. 30, 2022. Greater China --- China, Hong Kong, Macau, Taiwan, and Red Chip companies (issuers headquartered in China but incorporated elsewhere). Source: S&P Global Ratings.

SO Fr N W ~ O

S&P Global

Ratings

u Sept. 30,2022

Chile

Greater China

2016

India

B Average Potential Fallen Angels

2017 2018 2019

B Sept. 30,2021

Peru

2020 2021

Indonesia

2022 YTD

32



Rating Actions | Rising Stars And Potential Rising Stars

Two Rising Stars In 2022YTD

® Rising Stars m Average Potential Rising Stars
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Data as of Sept. 30, 2022. Greater China --- China, Hong Kong, Macau, Taiwan, and Red Chip companies.(issuers headquartered inChina but incorporated elsewhere). Source: S&P Global Ratings.
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Rating Actions | Weakest Links And Defaults

EM Weakest Links At 10 In September

mmm \Weakest Links Number of Issuers (left scale) —— Weakest Link Share of Speculative-Grade Population (%) (right scale)
>
2 30 20%
5 15%
o 20
o 10%
§ 10 5%
o FEREREREREREERERESEEREREIELREEREREEREREERERERERRERRER R REREREHE 0%
Sep-18 Mar-19 Sep-19 Mar-20 Sep-20 Mar-21 Sep-21 Mar-22 Sep-22

Data as of Sept. 30, 2022. Parent only. Includes Red Chip companies (issuers headquartered in Greater China but incorporated elsewhere). Weakest links are defined
as issuers rated 'B-" or lower with negative outlooks or ratings on CreditWatch with negative implications. Source: S&P Global Ratings Research.

Default Rates Fell (As Of August 2022)

S 3 e EM Asia (ex. China) — EEMEA Latin America —— Emerging Markets (ex. China)
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Excluding China. CreditPro data as of Sep 31, 2022. Default rates are trailing 12-month speculative-grade default rates. Source: S&P Global Ratings and S&P Global
Market Intelligence's CreditPro®.
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Weakest links. EM weakest
links increased to 10 issuers
(7% of total speculative-
grade issuers). The downward
trend thatbegan in late 2020
has been gradually reversing
in the second half of 2022.

Default rates. The August
default rates decreased
marginally for EMs (excluding
China) primarily driven by
LatAm and have been
heading close to pre-COVID
levels.The rates remained
unchanged for EM Asia
(excluding China) and EM
EMEA compared with July
figures.
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Rating Actions | Defaults

Year-End Global Corporate Defaults By Reason

m Confidential m Regulatory Intervention ® Missed principal/interest payments and defaulton financial obligations ® Distressed Exchanges / Out-Of-Court Restructuring ® Bankruptcy-Related
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*Data as of Sept. 30, 2022. Data has been updated to reflect confidential issuers.
Sources: S&P Global Ratings and S&P Global Market Intelligence’s CreditPro®.
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Excludes sovereigns, includes Greater China, and Red Chip companies (issuers headquartered inChina but incorporated elsewhere).

35



Related Research

S&P Global
Ratings



EMs | Related Research

— Global Credit Conditions Downside Scenario: Recession Risks Deepen, Oct. 12,2022

— Credit Conditions Emerging Markets Q4 2022: Clouds Are Gathering, Sept. 27,2022

— Economic Research: Economic Outlook EMEA Emerging Markets Q4 2022: Juggling Inflation, Interest Rates, And Growth, Sept. 27,2022
— Economic Research: Economic Outlook Latin America Q4 2022: A Period Of Below-Trend Growth Ahead, Sept. 26, 2022

- Economic Research: Economic Outlook Asia-Pacific Q4 2022: Dealing With Higher Rates, Sept. 26, 2022

— Economic Outlook Emerging Markets Q4 2022: Further Growth Slowdown Amid Gloomy Global Prospects, Sept. 26, 2022
— Global Debt Leverage:China's SOEs Are Stuck In A Debt Trap, Sept. 20, 2022

- Russia-Ukraine Military Conflict: Key TakeawaysFrom Our Article, Sept. 16, 2022

- Emerging Markets Monthly Highlights: Growth Is Decelerating, Sept. 14, 2022

- Emerging Markets Real-Time Data: Mixed Picture Amid Higher Prices And Tighter Financial Conditions, Sept. 9, 2022

— China's Summer Struggle: Drought, Food Inflation, And Shortages, Aug. 30, 2022

— Foreign Reserves In Asia’'s Emerging Markets Are Strained, Aug. 22,2022

- What A Hard Landing For The U.S. Economy Would Mean For Emerging Markets, Aug. 3, 2022

— P/C Insurers In Emerging Markets: Risks Remain As The Economic Recovery Slows, Aug. 2, 2022
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