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Central Banks Assets to GDP
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Growth Forecasts Slowly Improving
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 Fitch Global Economic Outlooks is for some growth improvement.
e Tapering by US Fed is positive economic sign.
* Recovery in Eurozone but pace expected to be slow.

« China growth slowing, but remains significant.
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Global Macro Factors Impacting Credit
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Diverging Employment Picture

Unemployment Rates
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Source: FactSet Economics Standardized Database

» Unemployment challenging in DM, Fully recovered in China.
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Comparing Output and Employment

US Output US Employment
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Global SF Outstanding Amt (5millions) by M52: Upgradesvs. Downgrades
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Benefits & Conseguences
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Valuations — CCC Pricing
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Source: Fitch U.S. High Yield Default Index, Bloomberg, Advantage Data.
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Issuance Trends for US High Yield Bonds & Loans

(Billions of U.S. dollars)

Weaker Underwriting of Leveraged Weaker Underwriting of

High-Yield Bond Ratings High-Yield Bonds Loans Leveraged Loans CLOs
Zero PIK second-  Covenant-
BB B CCC  NR  Total  Coupon  Toggle  Total Total lien lite Total  Total

2007 318 670 506 44 1539 0.5 17.5 18.0 388.8 30.2 152 1453 931
2008 141 27 129 25 552 0.5 6.6 1.1 124 3.0 2.5 55 180
2009 589 1035 149 22 1795 0.0 1.9 19 38.3 15 2.1 43 06
2010 801 1777 393 66 3037 0.3 0.9 12 158.0 49 8.0 129 42
2011 804 1319 398 53 274 1.0 3.7 4.6 2318 7.0 59.1 66.1  13.2
2012 1036 19565 &L34 93 3657 0.0 7.0 7.0 295.3 17.2 975 1147 9855
2013 1288 1724 | 729 42 3783 0.0 15.2 15.2 4549 28.9 27191 3080 822

Sources: Bank of America Merrill Lynch; and IMF staff estimates
Note: CLOs = collateralized loan obligations; NR = not rated; PIK = payment-in-kind.
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FTSE Euro 300 Index
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SPX 500 Index
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EM Challenges: FX Variability
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Panasonic
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Sony
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CDS Spreads
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Implications

Rising Interest Rates Could Impact Housing Affordability

30 Year Mortgage Rate
Mortgage Payment per Month ($)
Implied Mortgage Balance ($)
Home Price ($)

Change in Home Price

Source: Fitch
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Risks to Corporate Investors: Interest Rate Trumps Credit

(Loss % of Par)
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Source: Fitch Ratings, Bloomberg.
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Corporate Bond ETFs and Mutual Funds Exceed Dealer Inventories

e Top 10 HY ETFs, Top 10 HY Mutual Fds, Top 10 IG ETFs, Top 10 IG Mutual Fds
e=mRBNY Primary Dealer Net Positions in All Corporates
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Note: At end-March 2013, the FRBNY changed the structure of its data on primary dealers' net positions in "Corporate" bonds. Before April 2013, the
FRBNY included CMOs, REMICs and stripped securities issued by entities other than federal agencies and GSEs in their classification of
"Corporates". From April 2013 onwards, the FRBNY removed CMOs and REMICs from their corporate classification but included ABCP and covered
bonds. It is unclear how the pre-April "Corporate" net position data reconciles with the post-April "Corporate" data.

Source: Fitch Ratings, FRBNY, Bloomberg
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Disclaimer

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 issuer 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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