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• Our credit outlook for the CEEMEA region remains fairly
benign. We expect stable to improving credit fundamentals
in 17 out of 20 countries, and think the risk of sovereign
defaults should remain low. But weaker global (trade)
growth, rising public discontent, and the need to tackle
climate change are important threats.

• Many CEEMEA markets benefit from sound fiscal and
external buffers and good market access. This should ease
the transition to new sources of growth. Such models should
also integrate the growing need for environmental, social,
and governance (ESG) considerations. Neglecting the need
for reforms and instead proceeding with an unsustainable
policy mix is not a recipe for longer-term success.

• In our view, the fundamental outlook for CEEMEA sovereigns
remains supportive this year and next, though we note
several longer-term risk factors. Specifically, we are keeping
an eye on Turkey and other high yield issuers. Please refer
to our Emerging Markets Bond List and our various model
portfolios for specific investment recommendations.

• Risks to our view include a faster and deeper economic
deterioration, a sudden shift in access to global funding,
rising tensions between the US and China, and a slump in
commodity prices. Reform fatigue or an unsustainable policy
mix is a danger for selected countries.

Fig. 1: Our views on CEEMEA sovereigns
CIO credit outlook and credit risk flags
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A quick look at recent trends
The credit fundamentals of the sovereigns we cover in Central
and Eastern Europe (CEE), the Middle East, and Africa (collectively
CEEMEA) have remained fairly stable this year. The region's GDP
growth will likely slow to an average of 2.7%, down from 3.2%
last year. The impact of trade tensions on investment, the ongoing
slowdown in the Eurozone, and a more challenging backdrop for
the energy market have served as impediments and remain major
risks particularly for CEE and oil-driven economies in the region.

Inflation has fallen even lower and enabled many central banks
to cut interest rates to support credit growth, and government
fiscal metrics have remained stable on aggregate thanks to prudent
fiscal management and healthy nominal GDP growth. The ongoing
public and external deleveraging in Croatia, Hungary, Russia, and
Egypt, together with sound macro policies, has led to credit rating
upgrades in those countries.

This report has been prepared by UBS Switzerland AG. Please see important disclaimers and disclosures at the end of the document.



Reforms and ongoing economic diversification efforts in Bahrain,
Kazakhstan, and Morocco have helped stabilize their credit outlook
(Table 1). Conversely, the lack of reforms in Oman, South Africa, and
Turkey has led to negative rating actions and increased concerns
about government debt sustainability.

Elsewhere in the Gulf, years of fiscal reform have stabilized credit
fundamentals and lowered fiscal breakeven oil prices, but Fitch
unexpectedly cut the ratings of Saudi Arabia in the wake of the
attacks on Saudi Aramco's oil facilities. Elevated external debt and
geopolitical risks have kept Turkey on its negative rating trajectory
despite growing signs of economic stabilization there. Lastly, in sub-
Saharan Africa, Kenya, Ivory Coast, and Nigeria show continued
resilience.

ESG integrat ion: key to our credit analysis
Environment, social, and governance (ESG) risks have always
played a critical role in our credit risk assessment. However,
analyzing them becomes even more important in the current
global context, which is marked by increasing climate change
and social risks. Below investment grade rated countries tend
to be more heavily exposed to ESG risks, be it via weaker
governance standards, higher poverty levels and income
inequality or exposure of large agricultural sectors to climate
risks. That said, sovereigns with strong credit ratings are not
immune to those risks; that's the case of many oil-driven
economies, for instance, which will have to adapt to the
ongoing transition towards renewable energies.

Credit fundamentals not at risk
We expect the stabilizing trend to continue, so we remain fairly
upbeat on the region overall. We attach a stable outlook to 13 of
the 20 sovereign credit issuers we cover. Credit fundamentals and
possibly credit ratings, in our view, are likely to improve in Egypt,
Croatia, Kazakhstan, and Israel, while Turkey, South Africa, and
Oman are likelier to suffer a further deterioration of theirs absent
significant shifts to their policy framework (see summary table on
page 8 for an overview).

The CEEMEA countries we follow will likely enjoy higher growth
than they did this year, thanks chiefly to the expected recovery in
the Middle East following the large slump in energy prices in 2014,
as well as to high growth in selected African countries (Fig. 3).
Russia and South Africa should also register marginally better GDP
numbers, but we expect growth to remain soft at around 2% and
1–1.5%, respectively.

Inflation is unlikely to spoil the party, given structural forces that
should keep price pressures low for longer. Exchange rate over-
valuation is not an important risk, in our view, except in Nigeria,
although we don't expect a naira devaluation in the coming
quarters. The countries in the Gulf Cooperation Council (GCC) cur-
rently benefit from declining US interest rates, and we see a very
low likelihood of exchange rate pegs coming under pressure. But
further bouts of currency weakness could challenge this benign
outlook, especially in countries that rely heavily on foreign funding
or maintain an unsustainable policy mix. Turkey and South Africa
appear most at risk.

Fig. 2: CEEMEA growth under pressure
Real GDP growth rates (in %)
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Source: IMF, UBS, as of 31 October 2019

Table 1: More credit rating upgrades than
downgrades this year
Based on ratings from Fitch, S&P, and Moody's

Rating action Notches # of rating agencies

Hungary Upgrade 1 2

Croatia Upgrade 1 2

Russia Upgrade 1 2

Egypt Upgrade 1 2

Saudi Arabia Downgrade 1 1

Oman Downgrade 1 1

Turkey Downgrade 1 2

Others No change - -

Source: Bloomberg, UBS, as of 31 October 2019
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Fig. 3: CEEMEA growth healthy overall, despite divergences
Red bubbles indicate population growth above 2%, brown 0–2%, beige below 0%
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Fiscal buffers and market access a big help
The good news is that the major central banks in advanced
economies will likely adhere to their accommodative policy stance
for longer. So fiscal spending should remain affordable. Most pol-
icymakers in CEEMEA countries will have enough fiscal leeway,
and those hesitant to engage in structural reforms might feel less
urgency to initiate (often painful) economic adjustments. The extent
of fiscal flexibility differs from country to country, depending on gov-
ernment debt burdens, budget balances, and potentially available
sovereign assets. It is limited in South Africa, Bahrain, Oman, Egypt,
and Kenya, for instance, and more expansive in Russia, Kazakhstan,
Poland, and select Gulf countries (Kuwait, Qatar, and the UAE).

Change is unavoidable
The coming years, nonetheless, will not be short of challenges for
the region. Making the right policy choices will be crucial to success.
We think structural change has become unavoidable in many coun-
tries for a number of reasons.

Reducing dependence on global trade growth is difficult for small
open economies, such as those in CEE. Measures to diversify export
markets away from Europe and to improve attractiveness for foreign
investment should be key priorities for policymakers. Moreover, the
region features high education standards and competitive wages,
which should enable most countries in it to increase their service
sector relevance and their presence in higher value-add industries.
Structural reforms and policy choices should ensure that they remain
attractive for foreign direct investment while addressing issues
related to disadvantageous demographic trends and skill shortages
in selected industries.

Fig. 4: Fiscal leeway exists in some countries
Forecasts for 2019 (% of GDP)

Budget balance/
GDP

Public debt /
GDP

Fiscal leeway
(also based on
fiscal buffers)

Kuwait 6.7 15.2 Very high

UAE -1.6 20.1 Very high

Qatar 7.0 53.2 Very high

Kazakhstan 0.4 20.8 High

Russia 1.0 16.5 High

Poland -1.5 47.8 High

Saudi Arabia -6.1 23.2 High

Hungary -1.8 67.5 Moderate

Romania -3.7 37.4 Moderate

Turkey -4.6 30.1 Moderate

Israel -3.7 61.9 Moderate

Côte d'Ivoire -3.0 52.7 Moderate

Croatia 0.0 71.1 Moderate

Morocco -3.7 65.3 Low

Nigeria -5.0 29.8 Low

Oman -6.7 59.9 Very low

Bahrain -8.0 101.7 Very low

Egypt -7.6 84.9 Very low

South Africa -6.2 59.9 Very low

Kenya -7.4 61.6 Very low

Source: IMF, UBS, as of 31 October 2019
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The commodity-producing countries in the region also face envi-
ronmental and social challenges. Growing calls to tackle climate
change, combined with major technological advances from fracking
and renewable energy sources, mean growing competition for
energy producers in Russia, the Middle East, and Africa. This
impacts the creditworthiness of affected sovereigns directly by low-
ering revenues, export proceeds, and economic growth, and indi-
rectly by increasing the pressure on them to adjust growth models
to these changing realities. High unemployment rates, combined
with demographic pressures arising from rapid population growth,
require measures to create jobs in the private sector that go beyond
existing labor market nationalization policies.

Similarly, the mining industry is confronted with mounting pressure
from structurally slowing demand growth and more calls to address
social and environmental concerns. And with agriculture resources
dwindling, the difficulty of feeding a growing, urbanized population
without further harming biodiversity and the ecosystem is intensi-
fying. This will constitute a big challenge for many African coun-
tries, which combine high population growth with a limited ability
to cope with the consequences of climate change (Fig. 5).

Reforms help countries stay competitive
Structural reforms, infrastructure investment, and a solid macroeco-
nomic framework are crucial elements for addressing these chal-
lenges. The scores of CEEMEA countries in global competitiveness
and ease-of-doing business rankings reveal that much progress has
been made in recent years, but they also make clear that more work
needs to be done to attract and maintain human talent and capital
(Fig. 6).
Fig. 5: High population growth rates still a challenge in some African countries
Bubble size shows total population (196m in Nigeria, 1.6m in Bahrain)
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Fig. 6: More business reforms needed despite progress in recent years
Bubble size shows GDP per capita in USD, at PPP (USD 133,000 in Qatar, USD 3,900 in Kenya)
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We think the reform and diversification efforts in such CEEMEA
countries as Saudi Arabia, the UAE, Egypt, Morocco, Ivory Coast,
and Kenya are encouraging. The ability to improve infrastructure
is also important, provided it does not put public finances at risk.
Progress in these areas can spur long-term growth prospects, espe-
cially in countries with low per capita GDP. Finally, sound macro
policies are needed to ensure growth and inflation stability. Russia is
a leader in this area, with its independent monetary policy and fiscal
rules in place, and others are following suit. Egypt, for instance, has
been able to improve its policy framework under the recent IMF
program.

Low global interest rates help, but complacency remains a
danger
Reliance on foreign funding and the sustainability of public debt tra-
jectories are other factors investors must consider. A few exceptions
aside (in smaller countries such as Croatia, Bahrain, Egypt, Hungary,
and Lebanon), public debt is low to moderate and fiscal spending
is being handled sensibly throughout the region. Such prudence, in
combination with low sovereign bond yields in core markets (Fig.
7), offers an important advantage to those countries trying to foster
change.

At the same time, it might encourage others to remain complacent.
Absent a clear commitment to a reform agenda that aims to tackle
longer-term threats to their growth outlook, they can fall into
jeopardy of succumbing to longer-term credit risks. So we consider it
useful to assess not only a country's willingness and ability to adopt
reforms, but the urgency with which it goes about doing so.

Fig. 7: Low core yields limit pressure on sov-
ereign funding costs
Yield on 10-year government bonds (in %)
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Fig. 8: High income inequality and poor governance lead to social risks
Bubble size shows GDP per capita in USD, at PPP (USD 133,000 in Qatar, USD 3,900 in Kenya)
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While our country snapshots provide additional details, we highlight
a few examples here.

- Saudi Arabia has been proactive in addressing the need to
diversify its economy. It has shown a high willingness to adopt
reforms and a clear understanding of its pressing need to because of
lower energy prices. A coherent and ambitious reform plan should
reduce its dependence on energy exports and foster job growth
for its young and growing population. Notwithstanding the several
risks it is prey to, we think the likelihood that it will achieve these
objectives is fairly high.

- In Russia, prudent monetary and fiscal policies have lowered
the urgency for reforms. Slower reforms come with the cost of
lower growth potential, amplified by an aging society, though it has
enabled the country to cope with sanctions in recent years. Sound
fiscal metrics and immense commodity resources act as a shock
absorber, and will permit Russia to pursue such policies for longer.

- The willingness of the current South African government to
pursue reforms seems high, but political infighting within the ruling
party, high poverty rates and income inequality, and fierce domestic
resistance to change—particularly from labor unions—hinder its
ability to enact them. We think the urgency for change is high
already, given weakening fiscal metrics, contingent liabilities from
poorly managed state-owned enterprises, and the fact that the sit-
uation could deteriorate quickly, for example if international capital
flows drop abruptly.

- By contrast, both the willingness and ability to adopt meaningful
reforms are limited in Nigeria at this point, and we don't expect
the situation to change anytime soon. Low government debt and
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large energy reserves serve as important buffers, but the country is
vulnerable to declining energy prices and prone to civil unrest due
to its low growth potential.

Inequality threats and rising populism
The growing number of mass protests and the rise of populism,
both in developing and developed nations, also warrant close mon-
itoring. While grounded in different causes, the dissatisfaction in
many populations related to economic inequality and policies con-
ducted by and perceived to be for the benefit of elites seems to be
a common element. Demands to address inequality are likely to rise
in coming years.

Policymakers will also need to balance job creation and distrib-
uting social welfare benefits to the unemployed while maintaining
the attractiveness of their economies as an investment destination.
Delivering sufficient, more inclusive economic growth will be a
test for them. Higher population growth, more jobs at risk due to
automation and broader industry threats, and insufficient progress
made in improving competitiveness will make it more difficult for a
country to master the challenges ahead.

It is not easy to ascertain how likely it is that a country will be hit
by protests and anticipate how much those protests could affect its
sovereign creditworthiness. Yet we think investors should monitor
proxies for income inequality, corruption, government effectiveness,
and other governance indicators (Fig. 8). They need to be assessed in
the context of a country's medium- to longer-term ability to ensure
sufficient wealth creation and its fair distribution.

It's equally necessary to analyze how well an incumbent gov-
ernment can withstand a period of stress. Argentina is an important
reminder that implementing market-friendly policies is not without
its risks. A government might be voted out of office if its policies
require too much austerity. A populace incensed by price hikes on
basic goods and services increases the danger of more populist
leaders taking over.

With this analytical framework in mind, we think the countries we
cover that are most at risk are South Africa, Bahrain, Oman, and
Egypt, as well as, to a lesser extent, Morocco and Nigeria. In CEE,
we see the risks skewed more toward political polarization and pop-
ulism.
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Summary of credit views and key indicators 

Page Sovereign Corporate

number

Central & Eastern Europe

Poland 9 A2 STABLE / A- STABLE Stable g g y y 37.28 1 / 1 4.0 3.3 -1.5 47.8 -0.9 61.4

Hungary 10 Baa3 STABLE / BBB STABLE Stable g y y y 11.97 0 / 0 4.6 3.2 -1.8 67.5 -0.9 92.3

Romania 11 Baa3 STABLE / BBB- STABLE Stable g y y y 23.68 0 / 0 4.0 4.5 -3.7 37.4 -5.5 46.8

Croatia 12 Ba2 POS / BBB- STABLE Improving g y y y 12.69 0 / 0 3.0 1.2 0.0 71.1 1.7 73.1

Turkey 13 B1 NEG / B+ STABLE Deteriorating y r r r 56.88 12.59 / 7 0.2 13.5 -4.6 30.1 -0.6 57.7

Russia and CIS

Kazakhstan 14 Baa3 POS / BBB- STABLE Improving g y y y 7.67 0 / 0 3.8 5.7 0.4 20.8 -1.2 90.7

Russia 15 Baa3 STABLE / BBB- STABLE Stable g y y y 16.98 58.75 / 15 1.1 3.8 1.0 16.5 5.7 27.4

Middle East

Kuwait 16 Aa2 STABLE / AA STABLE Stable g g g g 8.00 0 / 0 0.6 1.8 6.7 15.2 8.2 41.2

United Arab Emirates 17 Aa2 STABLE / NA Stable g g g g 28.90 21.54 / 3 1.6 -1.5 -1.6 20.1 9.0 69.8

Qatar 18 Aa3 STABLE / AA- STABLE Stable g g g y 40.40 10 / 3 2.0 0.0 7.0 53.2 6.0 101.6

Israel 19 A1 POS / AA- STABLE Improving g g g y 10.94 0.95 / 1 3.1 1.1 -3.7 61.9 2.4 25.3

Saudi Arabia 20 A1 STABLE / A- STABLE Stable g g y y 63.94 20.72 / 2 0.2 -1.1 -6.1 23.2 4.4 28.1

Oman 21 Ba1 NEG / BB NEG Deteriorating g y r r 22.50 0 / 0 0.0 0.8 -6.7 59.9 -7.2 94.0

Bahrain 22 B2 STABLE / B+ STABLE Stable y y r r 13.95 0 / 0 2.0 2.0 -8.0 101.7 -4.3 187.4

North Africa

Morocco 23 Ba1 STABLE / BBB- STABLE Stable g y y y 4.22 0 / 0 2.7 0.7 -3.7 65.3 -4.5 41.4

Egypt 24 B2 STABLE / B STABLE Improving y y r r 18.94 0 / 0 5.5 9.4 -7.6 84.9 -3.1 39.6

Sub Saharan Africa

South Africa 25 Baa3 STABLE / BB STABLE Deteriorating g y r r 16.06 8.55 / 4 0.7 4.7 -6.2 59.9 -3.1 48.7

Côte d'Ivoire 26 Ba3 STABLE / NA Stable g y r r 7.91 0 / 0 7.5 1.0 -3.0 52.7 -3.8 36.4

Kenya 27 B2 STABLE / B+ STABLE Stable y y r r 5.60 0 / 0 5.6 6.2 -7.4 61.6 -4.7 35.8

Nigeria 28 B2 STABLE / B STABLE Stable y y r r 10.17 0 / 0 2.3 11.7 -5.0 29.8 -0.2 11.6

Credit rating

 (Moody's / S&P)

CIO credit 

outlook

CIO credit risk flags
CIO credit coverage Key indicators for 2019 (%) *

0-2y 2-5y 5-10y >10y

Economics Fiscal External

Amount (USD 

bln)

Amount (USD 

bln / # of issuers
GDP Growth Inflation

Budget 

balance/

GDP

Public debt 

/ GDP

Current 

account / 

GDP

External 

debt / GDP

 
* External debt/GDP ratios are 2018 actual data. All other indicators are IMF forecasts for 2019. Source: IMF, WB, UBS, as of 31 October 2019. 
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Central and Eastern Europe 
Poland: Strong fundamentals, but institutional strength 
worth watching 

With an A- composite rating, Poland is the best-rated CEE 
sovereign under CIO coverage. The country has stronger 
institutions than many emerging economies, in part due to the EU 
membership. Trend growth in Poland is solid, at around 3.5–4%, 
underpinned by sizable inflows of EU funds and robust domestic 
demand. The Polish economy is also fairly large and more resilient 
than regional peers due to a lower export dependence and 
diversified export base. That's positive given the ongoing 
economic slowdown in the euro area. Structural economic 
challenges exist, however, including negative demographic trends, 
gaps in infrastructure, increasing skill shortages, and likely lower 
volumes of EU funds going forward. The increasing 
unpredictability of economic policy and contentious reforms 
implemented by the ruling Law and Justice (PiS) party, such as 
changes in the judicial system, are also risks to monitor. These 
have polarized public opinion. On the fiscal side, the sizable 
structural deficit, fueled by increased social spending, is mitigated 
by high debt affordability.  
 
Our stable outlook for Poland reflects balanced risks. Growth 
prospects remain robust despite some expected slowdown in 
2020. More fiscal expansion is likely ahead of 2Q20 presidential 
elections. However, we expect fiscal metrics to remain compliant 
with EU rules and government debt to remain below 50% of GDP. 
Challenges to institutional strength and an increasingly polarized 
political landscape, with rising support for parties at extreme ends 
of the political spectrum, are worth monitoring. Positive credit 
catalysts would include fiscal consolidation, measures reversing 
the weakening of the institutional framework, and structural 
reforms supporting potential growth. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Poland Stable g g y y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 4.9 5.1 4.0 3.1

CPI inflation (%) 2.1 1.1 3.3 3.5

GDP per capita (PPP, USD) 29'717 32'005 33'891 35'651

Fiscal

Budget balance (% GDP) -1.5 -0.4 -1.5 -2.5

Public debt (% GDP) 50.6 48.9 47.8 47.3

Interest payment / gov. revenue  (%) 3.9 3.5 3.4 3.5

External

Current account balance  (% GDP) 0.1 -0.6 -0.9 -1.1

External debt (% GDP) 72.5 61.4 .. ..

FX reserves (% GDP) * 20.7 19.1 19.0 ..

Reserve coverage of ext. debt  (%) ** 28.5 31.0 .. ..

Governance

Ease of doing business  (percentile rank) 88.3 86.7 85.1 80.3

WB Governance indicator (percentile rank) 72.4 72.1 .. ..

Issuer Name
CIO credit risk flags

A2 STABLE / A- STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
 
  

Emerging market bonds

UBS CIO GWM 4 November 2019 9



Hungary: Deleveraging continues, despite political noise 

The Hungarian economy is diversified, with a focus on 
manufacturing, and strong export potential. Trend GDP growth of 
3.5–4% is mainly driven by strong household consumption, with a 
low unemployment rate and investment in productive sectors 
supported by EU funds. As a small, open economy integrated with 
European value chains, Hungary is exposed to external shocks and 
global trade tensions. We expect a moderation of growth over the 
next few years given structural headwinds, including slower 
demand in Eurozone markets (particularly in the automotive 
sector), a range of non-cost competitiveness challenges (e.g., skills 
mismatches) and the likely reduction in EU financial support. But it 
should remain robust overall thanks to strong private consumption 
and EU-financed infrastructure projects.  

 
The government debt burden (71% of GDP in 2018), its short-
term financing requirements (21%), and total external debt (above 
90% of GDP), are all elevated for a BBB rated country. Combined 
with pro-cyclical domestic fiscal and monetary policies of late, this 
exposes Hungary to deteriorating global liquidity conditions. But 
government and external debt ratios have dropped in recent years, 
a trend we expect to continue as authorities remain committed to 
gradual fiscal consolidation and a reduction of external and 
government debt and liquidity risks. Robust nominal GDP growth 
will be needed to achieve those objectives. On the political front, 
the EU accession process since 2004 has supported institutional 
capacity improvements. Recent government actions, such as the 
establishment of a National Competitiveness Council, go in that 
direction. But perceptions of institutional independence have 
worsened under the rule of the conservative-nationalist ruling 
party Fidesz, which remains a source of tension with the EU. We 
see risks as balanced and assign a stable outlook to Hungary. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Hungary Stable g y y y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 4.1 4.9 4.6 3.3

CPI inflation (%) 2.1 2.7 3.2 3.4

GDP per capita (PPP, USD) 29'627 31'914 34'046 35'941

Fiscal

Budget balance (% GDP) -2.2 -2.2 -1.8 -1.6

Public debt (% GDP) 73.4 70.8 67.5 65.1

Interest payment / gov. revenue  (%) 6.1 5.6 4.5 4.4

External

Current account balance  (% GDP) 2.3 -0.5 -0.9 -0.6

External debt (% GDP) 110.1 92.3 .. ..

FX reserves (% GDP) * 19.9 18.7 17.7 ..

Reserve coverage of ext. debt  (%) ** 18.1 20.2 .. ..

Governance

Ease of doing business  (percentile rank) 74.5 77.1 76.1 73.9

WB Governance indicator (percentile rank) 67.6 67.8 .. ..

Issuer Name
CIO credit risk flags

Baa3 STABLE / BBB STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)

15.1

22.9
20.2

-6.8

4.6

-0.9 -0.6

5.6

-0.9

3.2

3.4

-6.6

4.9 4.6 3.3

80.5

67.5

65.1

-5.4

-1.8 -1.6

185.9

92.3

34.8

17.7

74

71

78

  

Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Romania: Lingering political uncertainty  

Romania’s BBB- credit rating reflects the policy anchor provided by 
EU membership and relatively healthy public finances, 
underpinned by a low government debt-to-GDP ratio (around 
35%) and high debt affordability. The economy will likely slow this 
year and next, in tandem with the EU, but growth potential at 
around 3.0–3.5% remains one of the highest in the EU, thanks to 
robust private consumption. Macroeconomic policies since the 
global financial crisis have reduced fiscal and external imbalances. 
That said, these improvements have been partly reversed by a pro-
cyclical fiscal stance in recent years (e.g., via significant increases in 
the minimum wage and public-sector wages), which has been 
financed in part by unorthodox measures (e.g., a new tax on bank 
assets). This has pushed inflation and the current account deficit 
to higher levels, hence increasing external vulnerability risk. 
Romanian institutions remain weaker than their EU counterparts, 
and reforms to important judicial laws, the criminal code, and the 
criminal procedure code conducted under Liviu Dragnea, the 
controversial former leader of the Social Democratic Party (PSD), 
have prompted substantial criticism.   
 
We assign a stable outlook to Romania, with risks somewhat tilted 
to the downside. The strong growth potential and fiscal metrics 
mitigate rising policy risks which, if sustained in the longer term, 
may weigh further on public and external finances. Continuing 
fiscal expansion and increased budget rigidity are fueling macro 
imbalances and eroding the fiscal buffer needed to respond to 
potential shocks. Political risks remain elevated as well due to a 
fractious political landscape and threats to the rule of law. 
Combined with the lack of reforms, and uncertainty related to the 
recent break-up of the governing coalition, this could negatively 
affect investor sentiment ahead of a busy electoral calendar. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Romania Stable g y y y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 7.0 4.1 4.0 3.5

CPI inflation (%) 3.3 3.3 4.5 3.5

GDP per capita (PPP, USD) 24'651 26'448 27'998 29'555

Fiscal

Budget balance (% GDP) -2.8 -2.8 -3.7 -3.5

Public debt (% GDP) 36.9 36.7 37.4 38.6

Interest payment / gov. revenue  (%) 4.1 4.6 4.6 4.5

External

Current account balance  (% GDP) -3.2 -4.5 -5.5 -5.2

External debt (% GDP) 53.9 46.8 .. ..

FX reserves (% GDP) * 19.0 15.8 16.1 ..

Reserve coverage of ext. debt  (%) ** 35.2 33.8 .. ..

Governance

Ease of doing business  (percentile rank) 80.3 78.2 72.9 72.3

WB Governance indicator (percentile rank) 58.3 56.1 .. ..

Issuer Name
CIO credit risk flags

Baa3 STABLE / BBB- STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Croatia: The CEE rising star, at the door of the euro area  

S&P and Fitch have both upgraded Croatia's sovereign credit 
ratings to investment grade this year, and the positive trend will 
likely continue. Public debt, at around 75% of GDP in 2018, 
remains elevated, which leaves the country vulnerable to shocks. 
But it declined from its peak at 84% of GDP in 2014. The 
government expects to see a balanced budget in 2019 and 2020, 
which seems realistic as fiscal consolidation continues despite 
increased social spending and crystallization of some contingent 
liabilities (e.g., recent support for Croatia Airlines). Croatia's EU 
membership is strengthening its institutional framework, trade, 
and investment. Progress should continue with the forthcoming 
euro area membership application, and a potential euro adoption 
by 2023 at the earliest. The disciplined approach of the National 
Bank of Croatia to support the quasi peg to the euro and overall 
financial stability should help achieve this goal. Long-term 
potential growth is modest but improving. It is constrained by 
unfavorable demographic conditions, migration outflows, and low 
absorption of EU funds. Growth has picked up, however, and 
should hover around 2–3% in the medium term thanks to strong 
private consumption and investment. Croatia's small economy and 
its openness also lead to high growth volatility. 
 
We assign an improving outlook to Croatia. We expect the debt 
burden to continue to decline gradually given the prudent fiscal 
policy and improving growth prospects, which should benefit from 
further improvement in living standards and select reforms. The 
likely euro area candidacy application should also support 
economic activity via further improvements in institutions and 
macro policies. But reforms to boost growth further will remain 
vital to ensure debt sustainability. The recent backtracking on 
pension reform, with the retirement age reduced back to 65, 
highlights that this is not an easy task. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Croatia Improving g y y y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 2.9 2.6 3.0 2.7

CPI inflation (%) 1.2 0.9 1.2 1.3

GDP per capita (PPP, USD) 24'757 26'256 27'729 29'207

Fiscal

Budget balance (% GDP) 0.8 0.2 0.0 -0.2

Public debt (% GDP) 77.8 74.6 71.1 68.3

Interest payment / gov. revenue  (%) 5.2 4.5 4.1 3.7

External

Current account balance  (% GDP) 3.5 2.5 1.7 1.0

External debt (% GDP) 87.1 73.1 .. ..

FX reserves (% GDP) * 34.1 32.9 38.3 ..

Reserve coverage of ext. debt  (%) ** 39.2 45.0 .. ..

Governance

Ease of doing business  (percentile rank) 76.6 76.6 73.9 74.5

WB Governance indicator (percentile rank) 66.6 66.5 .. ..

Issuer Name
CIO credit risk flags

Ba2 POS / BBB- STABLE

 
Source: IMF, WB, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Turkey: Structural hurdles outweigh cyclical adjustments  

Since 2016, Turkey's composite credit rating has dropped by four 
notches to B+. Credit deterioration has been mostly driven by a 
steady erosion of institutional strength, the rule of law, and policy 
effectiveness, which has exacerbated already-high macro 
vulnerabilities. Combined with escalating geopolitical risks, this 
has undermined the country's growth potential and pushed it into 
a currency crisis in 2018. Turkey’s still-large external debt keeps it 
dependent on foreign capital inflows and foreign investor 
confidence, which in turn depends on political and geopolitical 
developments and global financial conditions. Public finances 
remain quite solid, however, underpinned by a low government 
debt-to-GDP ratio (about 30%), although budget deficit is 
widening toward 5% of GDP. Turkey also features a large, 
diversified middle-income economy, supported by favorable 
demographics, diverse trade linkages, and a dynamic and 
diversified private sector. 
  
We assign a deteriorating outlook to Turkey as structural hurdles 
and persistent economic policy uncertainty outweigh ongoing 
cyclical adjustments. The economy has been adjusting faster than 
expected, as reflected by improving growth, inflation, and current 
account dynamics. But the risk of renewed pressure on the 
balance of payments remains non-negligible. Policy decisions and 
political developments will likely determine Turkey's future credit 
trajectory. Prudent macro policies and reforms addressing 
persistently high inflation, dependence on imports, and the low 
savings rate, are crucial. But for now, Turkish authorities seem to 
prioritize near-term growth over those long-term objectives. 
Geopolitics also remains a major source of uncertainty, particularly 
the risk of US sanctions. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Turkey Deteriorating y r r r

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 7.5 2.8 0.2 3.0

CPI inflation (%) 11.9 20.3 13.5 12.0

GDP per capita (PPP, USD) 27'018 28'044 28'264 29'327

Fiscal

Budget balance (% GDP) -2.2 -3.1 -4.6 -4.7

Public debt (% GDP) 28.2 30.2 30.1 30.8

Interest payment / gov. revenue  (%) 4.2 4.6 5.8 7.0

External

Current account balance  (% GDP) -5.6 -3.5 -0.6 -0.9

External debt (% GDP) 53.5 57.7 .. ..

FX reserves (% GDP) * 9.9 9.4 10.2 ..

Reserve coverage of ext. debt  (%) ** 18.4 16.4 .. ..

Governance

Ease of doing business  (percentile rank) 72.9 72.3 80.3 84.0

WB Governance indicator (percentile rank) 40.3 37.9 .. ..

Issuer Name
CIO credit risk flags

B1 NEG / B+ STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Russia and CIS 
Kazakhstan: Increasing economic resilience  

Kazakhstan is the largest economy in Central Asia. The country 
enjoys an abundant supply of accessible mineral and fossil fuel 
resources, which is both a source of wealth and vulnerability given 
the country's limited economic diversification. Kazakhstan's 
investment grade status is mostly due to its strong public and 
external finances, underpinned by low public debt (around 20% 
of GDP), ample sovereign assets (equivalent to about 35% of 
GDP), and sizable international reserves (about 13 months of 
current external receipts). This provides a significant buffer against 
external shocks. We expect growth to remain healthy and close to 
potential this year and next, at around 3.5–4%, thanks to robust 
domestic demand, fostered by government social measures and 
infrastructure projects, and potentially recovering oil production 
with the Tengiz oil field expansion. Ongoing banking sector 
fragilities and weak—albeit gradually strengthening—institutions 
are key credit weaknesses.  
 
We assign an improving credit outlook to Kazakhstan as the 
country's economic resilience is increasing on the back of robust 
growth prospects, rising incomes, and a more effective macro 
policy mix. Policy continuity is likely to prevail with the newly 
elected president, Kassym-Jomart Tokayev. We also see prospects 
for moderate reforms and greater public investment, but the 
budget balance should remain in equilibrium. However, the 
government debt ratio should stay broadly stable, in our view. Key 
to monitor are banking sector risks, given the high dollarization 
and nonperforming loans, oil prices, and reforms. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Kazakhstan Improving g y y y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 4.1 4.1 3.8 3.9

CPI inflation (%) 7.1 5.3 5.7 4.7

GDP per capita (PPP, USD) 26'279 27'660 28'849 30'178

Fiscal

Budget balance (% GDP) -4.4 2.7 0.4 0.0

Public debt (% GDP) 20.3 21.0 20.8 21.1

Net interest payment / gov. rev.  (%) -4.9 -3.7 0.1 0.0

External

Current account balance  (% GDP) -3.1 0.0 -1.2 -1.5

External debt (% GDP) 97.6 90.7 92.7 88.3

FX reserves (% GDP) * 11.2 9.6 5.6 ..

Reserve coverage of ext. debt  (%) ** 11.5 10.5 6.0 ..

Governance

Ease of doing business  (percentile rank) 81.9 85.6 86.7 88.3

WB Governance indicator (percentile rank) 39.0 41.3 .. ..

Issuer Name
CIO credit risk flags

Baa3 POS / BBB- STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Russia: Back to a well-deserved investment grade rating  

Russia has come a long way since the structural drop in oil prices 
and the introduction of sanctions in 2014. Thanks to the 
government's coherent and credible policy response, which 
combined a flexible exchange rate, inflation targeting, fiscal 
reforms, and financial sector support, the country returned to 
investment grade in 2018. The implementation of the fiscal rule, 
coupled with a weaker ruble, reduced the fiscal breakeven oil 
price from USD 110/bbl in 2013 to USD 45/bbl in 2018, pushing 
the government budget back into surplus. Russia now has more 
than USD 530bn of international reserves (covering total imports 
by 13–14 times), a low government debt stock, matched by 
government deposits (each equivalent to about 15% of GDP), and 
a large net external creditor position. Russia also remains one of 
the world’s largest oil producers and possesses a quarter of total 
world natural gas reserves, in addition to other resource 
endowments. These strengths are balanced against lingering 
structural challenges such as a weak rule of law, still-high albeit 
diminishing dependence on the energy sector, and low potential 
growth amid unfavorable demographics and chronic 
underinvestment. Ongoing Western sanctions also weigh on 
Russia’s macro outlook. 
  
We attach a stable outlook to Russia as risks look symmetrical, in 
our view. Reforms boosting potential growth and improved 
structural indicators, such as governance standards, would be 
positive for creditworthiness. On the other hand, weak growth 
and productivity, lack of economic diversification, and the 
continued threat of sanction escalation are negative factors to 
watch. But these negative factors are partly mitigated by a more 
sustainable macro-policy mix as well as robust external and public 
finances. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Russia Stable g y y y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 1.6 2.3 1.1 1.9

CPI inflation (%) 2.5 4.3 3.8 3.7

GDP per capita (PPP, USD) 27'474 28'797 29'642 30'820

Fiscal

Budget balance (% GDP) -1.5 2.9 1.0 0.1

Public debt (% GDP) 15.5 14.6 16.5 17.7

Interest payment / gov. revenue  (%) 1.5 1.4 1.4 1.8

External

Current account balance  (% GDP) 2.1 6.8 5.7 3.9

External debt (% GDP) 32.8 27.4 .. ..

FX reserves (% GDP) * 22.5 23.0 25.6 ..

Reserve coverage of ext. debt  (%) ** 68.7 84.1 .. ..

Governance

Ease of doing business  (percentile rank) 83.0 84.6 85.6 86.7

WB Governance indicator (percentile rank) 27.7 28.8 .. ..

Issuer Name
CIO credit risk flags

Baa3 STABLE / BBB- STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  
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CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Middle East 
Kuwait: Solid as a rock despite the lack of reforms  

With oil accounting for around 90% of government receipts and 
over 50% of its GDP, Kuwait is the most energy-dependent GCC 
economy. It is also the wealthiest, as measured by assets held in 
the Kuwait Investment Authority (KIA), estimated at 400% of 
GDP. Kuwait also enjoys the largest proven oil reserves in the 
region, estimated at around 90 years at the current rate of 
production. The corollary is that progress on reforms to develop 
the non-oil sector has been very slow, as shown by the delay in 
unpopular reforms such as the introduction of VAT, new excise 
taxes, and public sector wage reviews. This also reflects 
institutional weakness, in our view, due to an inefficient 
bureaucratic environment and the long-running political gridlock 
between the appointed government and the elected parliament. 
Exposure to geopolitical uncertainty is another risk to consider, 
similar to other GCC countries. 
  
OPEC-led production cuts, which have been extended until March 
2020, and likely lower-for-longer oil prices will affect growth and 
the broader macroeconomic outlook this year and next. Fiscal 
reform acceleration before the 2020 parliamentary election is also 
unlikely given ongoing political tensions. That said, we assign a 
stable outlook to Kuwait due to its extremely high fiscal strength, 
which provides ample capacity to support the economy and 
absorb oil price shocks. The large current account surplus, 
ongoing infrastructure projects, and potential for raising oil 
production are positive credit drivers. Key to watch are energy 
prices, geopolitics, and reforms, whose prospects are closely 
related to the next legislative election, due in 2020. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Kuwait Stable g g g g

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) -3.5 1.2 0.6 3.1

CPI inflation (%) 1.0 0.4 1.8 3.0

GDP per capita (PPP, USD) 66'103 66'652 66'387 67'891

Fiscal

Budget balance (% GDP) 6.3 8.7 6.7 3.8

Public debt (% GDP) 20.7 14.7 15.2 17.4

Net interest payment / gov. rev.  (%) -27.1 -20.7 -21.2 -22.9

External

Current account balance  (% GDP) 8.0 14.4 8.2 6.8

External debt (% GDP) 45.0 41.2 45.5 48.2

FX reserves (% GDP) * 28.1 26.1 27.6 ..

Reserve coverage of ext. debt  (%) ** 62.5 63.5 60.6 ..

Governance

Ease of doing business  (percentile rank) 48.4 52.7 52.7 57.4

WB Governance indicator (percentile rank) 46.2 48.7 .. ..

Issuer Name
CIO credit risk flags

Aa2 STABLE / AA STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

Breakeven oil price (USD/bbl) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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UAE: On a slow recovery path  

The UAE consist of seven emirates issuing debt individually. The 
country's Aa2 credit rating is underpinned by the assumed full 
backing of Abu Dhabi, the largest emirate, which enjoys a very 
strong balance sheet, backed by assets held by ADIA—the Abu 
Dhabi Investment Authority—equivalent to 145% of the UAE's 
2018 GDP. Other credit strengths include a history of domestic 
political stability, a high GDP per capita, and hydrocarbon reserves 
of more than 70 years at the current rate of production. The 
economy is fairly diversified, but growth and public finances still 
depend on hydrocarbon exports and oil-driven liquidity in the 
region. Dubai has around USD 120bn of public debt (110% of 
GDP), split almost equally between the government and state-
owned enterprises. This high debt ratio is mitigated, in our view, 
by the relatively healthy credit fundamentals of state-owned 
enterprises and the likely support from Abu Dhabi, if needed. 
  
We assign a stable outlook to Abu Dhabi and Dubai. The UAE 
economy is on a slow recovery path from the 2014–2017 oil 
shock, and significant fiscal buffers remain in place. Headwinds 
will persist this year and next due to lingering trade tensions, the 
global economic slowdown, low energy prices, OPEC-led 
production cuts, and tensions with Iran. Growth should, however, 
pick up somewhat thanks to the ongoing fiscal stimulus measures, 
spending related to hosting Dubai Expo 2020, rate cuts in line 
with the Federal Reserve, and continuing diversification efforts. 
Key risks to watch beyond those mentioned above include the 
increasing economic competition from GCC neighbors, in 
particular Saudi Arabia, and debt levels of state enterprises. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

United Arab Emirates Stable g g g g

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 0.5 1.7 1.6 2.5

CPI inflation (%) 2.0 3.1 -1.5 1.2

GDP per capita (PPP, USD) 68'338 69'222 69'435 70'442

Fiscal

Budget balance (% GDP) -1.4 1.2 -1.6 -2.8

Public debt (% GDP) 20.0 19.1 20.1 20.3

Net interest payment / gov. rev.  (%) 0.5 0.8 1.2 1.2

External

Current account balance  (% GDP) 7.3 9.1 9.0 7.1

External debt (% GDP) 73.6 69.8 72.6 72.8

FX reserves (% GDP) * 25.2 23.9 24.9 ..

Reserve coverage of ext. debt  (%) ** 34.2 34.3 34.3 ..

Governance

Ease of doing business  (percentile rank) 87.2 90.4 95.2 92.6

WB Governance indicator (percentile rank) 69.4 70.1 .. ..

Issuer Name
CIO credit risk flags

Aa2 STABLE / NA

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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Qatar: Life goes on despite the boycott  

Qatar's AA- rating is underpinned by the world's highest per-
capita income (more than USD 130,000 at PPP), the return to 
fiscal and external surpluses despite the continued boycott by its 
GCC neighbors, the government's sound balance sheet, and vast 
hydrocarbon reserves. At the end of 2018, assets held in Qatar 
Investment Authority accounted for an estimated 180% of GDP, 
compared to about 50% of government debt. Qatar is also the 
world's leading exporter of liquefied natural gas (LNG), and its 
proven natural gas reserves should last for an estimated 130 years 
at the current rate of production. Reliance on volatile energy-
related revenues is only partly mitigated by the country's low fiscal 
breakeven oil price (around USD 50/bbl). Other credit constraints 
include the country's sizable external debt, which has grown 
rapidly in recent years, and regional geopolitical risks.    
  
We assign a stable outlook to Qatar. Qatar's economy contracted 
in 2Q19 due to lower oil prices, a shrinking construction sector, 
and stagnant hydrocarbon production growth. In addition, 
business cycle dynamics are likely to remain subdued in the 
foreseeable future. However, we expect a stable-to-declining 
government debt burden in the coming years. We also see 
prospects for significant improvements in public finances after the 
2022 World Cup and for higher potential growth, supported by 
the 40% increase in LNG production targeted by the government 
by 2023–25 and, to a lesser extent, ongoing reforms. Effective 
public responses to the GCC boycott have also demonstrated a 
strong institutional capacity to manage crises. Main risks include 
regional tensions, falling gas prices, and rising external debt. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Qatar Stable g g g y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 1.6 1.5 2.0 2.8

CPI inflation (%) 0.4 0.2 0.1 3.7

GDP per capita (PPP, USD) 127'603 129'638 132'886 138'910

Fiscal

Budget balance (% GDP) -2.9 5.3 7.0 6.9

Public debt (% GDP) 49.8 48.6 53.2 48.0

Net interest payment / gov. rev.  (%) 4.4 4.0 4.2 4.5

External

Current account balance  (% GDP) 3.8 8.7 6.0 4.1

External debt (% GDP) 99.6 101.6 107.6 102.7

FX reserves (% GDP) * 8.2 15.2 19.2 ..

Reserve coverage of ext. debt  (%) ** 8.3 14.9 17.8 ..

Governance

Ease of doing business  (percentile rank) 64.4 61.2 59.0 60.6

WB Governance indicator (percentile rank) 63.3 63.6 .. ..

Issuer Name
CIO credit risk flags

Aa3 STABLE / AA- STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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Israel: Inconclusive election outcome not a game changer:  

Israel's credit profile is very strong, as shown by its A1/AA- ratings. 
The government debt burden is moderate, at 62% of GDP, and 
lower than before the global financial crisis. Debt affordability is 
high, supported by low funding costs; debt is well structured, with 
limited near-term financing needs; and government debt is backed 
by a deep global and domestic investor base, which should grow 
further after the inclusion of Israel in the FTSE World Government 
Bond Index (WGBI) from April 2020. The Israeli economy is also 
very competitive, supported by a dynamic growth model fueled by 
the high-tech and startup sectors and a good education system. 
Combined with a sound macroeconomic policy framework, a 
strong external creditor position, and a wealthy population, this 
has brought resilience to shocks in the past. Key credit risks to 
watch stem from long-term demographic challenges, a 
fragmented political system, and persistent geopolitical concerns. 
Improving diplomatic and economic relations with Saudi Arabia 
and other Arab countries have somewhat reduced regional 
security threats, however.   
  
We assign an improving outlook to Israel. In our view, the 
inconclusive election outcome, and challenges to form a 
governing coalition, pose near-term risks to fiscal consolidation 
and reforms. However, they shouldn't derail the positive 
fundamental picture, in our view. We expect the Israeli economy 
to remain resilient, thanks to robust institutions and current 
account surpluses, and growth to remain at healthy levels, 
supported by robust domestic demand. The government debt 
burden should also remain in check as fiscal consolidation and 
reform efforts may intensify once a coalition government is 
formed. The development of the Leviathan gas fields, which are 
expected to begin operation soon, should also bring economic, 
fiscal, and foreign policy benefits. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Israel Improving g g g y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 3.6 3.4 3.1 3.1

CPI inflation (%) 0.4 0.8 1.1 1.8

GDP per capita (PPP, USD) 36'562 37'994 39'121 40'337

Fiscal

Budget balance (% GDP) -1.0 -3.3 -3.7 -3.8

Public debt (% GDP) 60.4 60.8 61.9 62.8

Interest payment / gov. revenue  (%) 5.1 5.5 5.6 5.7

External

Current account balance  (% GDP) 2.7 2.7 2.4 2.5

External debt (% GDP) 25.1 25.3 .. ..

FX reserves (% GDP) * 32.0 31.1 30.9 ..

Reserve coverage of ext. debt  (%) ** 127.5 122.9 .. ..

Governance

Ease of doing business  (percentile rank) 81.4 80.9 79.8 83.0

WB Governance indicator (percentile rank) 70.9 69.6 .. ..

Issuer Name
CIO credit risk flags

A1 POS / AA- STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) Real effective exchange rate (2010=100) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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Saudi Arabia: No room for complacency with reforms  

Saudi Arabia's creditworthiness is supported by the government's 
robust balance sheet, substantial external buffers, and a well-
capitalized banking sector. At the end of 2018, sovereign debt 
and foreign assets (central bank reserves and sovereign wealth 
fund holdings) accounted for less than 20% and more than 90% 
of GDP, respectively. The country also has substantial proven oil 
reserves, which at the current rate of production would last more 
than 60 years, according to BP. On the negative side, oil accounts 
for about one-third of GDP and 80% of total exports. This makes 
public finances and the economy vulnerable to declines in oil 
prices, particularly due to a rigid spending structure. The country's 
lower economic growth and a still-large fiscal deficit demonstrate 
this. Regional geopolitical tensions remain an important risk, as 
reflected by the attacks on Aramco's oil facilities, and socio-
economic challenges posed by high unemployment and rapid 
population growth are other risks to watch.    
  
We assign a stable outlook to Saudi Arabia as we think the risks 
are balanced. Ongoing reforms to capital markets, public finances, 
the legal framework, the business environment, and the SME 
sector are starting to yield positive results, as highlighted by the 
IMF. In turn, this could enhance competitiveness and raise long-
term potential growth as well as help achieve a balanced budget 
by 2023, in line with the government's target, although it will be 
difficult to fully achieve this objective, in our view. But social 
pressures or geopolitical events could slow or reverse the reform 
progress. Key factors to monitor are fiscal consolidation, economic 
reforms, oil market dynamics, and geopolitics. Aramco's upcoming 
partial IPO also needs to be watched as it could have positive 
credit implications, if successful. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Saudi Arabia Stable g g y y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) -0.7 2.4 0.2 2.2

CPI inflation (%) -1.1 2.3 -1.1 2.2

GDP per capita (PPP, USD) 54'416 55'730 55'704 56'912

Fiscal

Budget balance (% GDP) -9.2 -5.9 -6.1 -6.6

Public debt (% GDP) 17.2 19.0 23.2 28.4

Net interest payment / gov. rev.  (%) -7.7 -2.1 0.4 1.5

External

Current account balance  (% GDP) 1.5 9.2 4.4 1.5

External debt (% GDP) 27.7 28.1 30.4 32.3

FX reserves (% GDP) * 72.0 63.1 64.6 ..

Reserve coverage of ext. debt  (%) ** 260.4 224.3 212.1 ..

Governance

Ease of doing business  (percentile rank) 47.3 54.3 53.7 68.6

WB Governance indicator (percentile rank) 45.3 46.2 .. ..

Issuer Name
CIO credit risk flags

A1 STABLE / A- STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

Breakeven oil price (USD/bbl) FX reserves (% GDP) External Debt (% GDP)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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Oman: Fiscal consolidation still very much needed  

Due to its heavy reliance on hydrocarbons, Oman's fiscal and 
external accounts have deteriorated sharply since the drop in 
energy prices in 2014. Government debt is set to reach 60% of 
GDP in 2019 from only 5% in 2014, leading to multiple rating 
downgrades. Oman's proven oil reserves are also low relative to its 
regional peers (15 years of production at the current rate of 
output). The country's BB+ composite rating is underpinned by its 
still-high stock of liquid sovereign assets (around 40% of GDP in 
2018), high levels of per capita income, a sound and profitable 
banking system, and a long-term debt profile. Oman is exposed to 
geopolitical risks, but its neutral foreign policy and location 
outside the Gulf are mitigating factors. 
  
We assign a deteriorating outlook to Oman in light of the 
persistent weakening of government finances and external 
accounts. Despite ongoing consolidation efforts, the pace of policy 
adjustment has been slow as the government struggles to balance 
social and deficit-reduction objectives. A committee has been 
established with the aim of balancing the budget by 2023, but 
this has to be followed by concrete measures. The fiscal deficit 
may narrow on the back of spending cuts, the expected 
introduction of VAT in 2021, and revenue gains from the Khazzan 
gas field and potential increases in oil production. But 
implementation risks and credibility issues exist. On a more 
positive note, we think long-term growth potential may increase 
thanks to ongoing diversification efforts, with projects such as the 
large Liwa Plastics plant, the recently opened airport, a commercial 
seaport, and new, under-construction tourist complexes. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Oman Deteriorating g y r r

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 0.3 1.8 0.0 3.7

CPI inflation (%) 1.6 0.9 0.8 1.8

GDP per capita (PPP, USD) 46'395 47'933 47'366 48'593

Fiscal

Budget balance (% GDP) -14.0 -7.9 -6.7 -8.4

Public debt (% GDP) 46.4 53.4 59.9 63.9

Net interest payment / gov. rev.  (%) 1.8 2.8 3.6 4.7

External

Current account balance  (% GDP) -15.6 -5.5 -7.2 -8.0

External debt (% GDP) 91.0 94.0 105.7 112.4

FX reserves (% GDP) * 22.8 21.9 20.1 ..

Reserve coverage of ext. debt  (%) ** 25.0 23.3 19.0 ..

Governance

Ease of doing business  (percentile rank) 69.1 68.1 66.0 65.4

WB Governance indicator (percentile rank) 58.2 57.3 .. ..

Issuer Name
CIO credit risk flags

Ba1 NEG / BB NEG

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

Breakeven oil price (USD/bbl) FX reserves (% GDP) External Debt (% GDP)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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Bahrain: GCC support and fiscal reforms under way  

Bahrain is the smallest oil producer and the smallest economy in 
the GCC. The kingdom has a diversified and dynamic economy 
compared to its regional peers, as reflected by still-robust, albeit 
slowing, growth dynamics in the non-oil sector. It also has a very 
high per capita income. Bahrain's credit profile is, however, weak 
overall due to persistent fiscal deterioration, which started with 
the global financial crisis and continued with the Arab Spring in 
2011 and the structural drop in energy prices since 2014. The 
government debt-to-GDP ratio has more than doubled since 2014 
and is set to hit 102% in 2019. Government and external liquidity 
risks are also elevated given its very high borrowing requirements 
and low foreign exchange reserves, and the country is exposed to 
some degree of domestic political and geopolitical risks.   
  
Despite those challenges, we assign a stable outlook to Bahrain. 
The country enjoys strong political and financial support from its 
GCC neighbors, from which it received a USD 10bn (26% of 2018 
estimated GDP) financial assistance package in October 2018. 
Since then, fiscal reforms have picked up, with for instance 
spending cuts as well as the introduction of a value-added tax and 
a voluntary retirement scheme. The fiscal deficit shrank by 38% 
y/y in 1H19, and Bahrain was able to successfully come back to 
the Eurobond market. A more rapid and significant fiscal 
consolidation is, however, needed to set the government’s debt 
burden on a stable or declining path. Fiscal reforms, 
disbursements of GCC support, foreign exchange buffers, 
geopolitical tensions in the region and global conditions are key 
factors to watch. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Bahrain Stable y y r r

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 3.8 1.8 2.0 2.1

CPI inflation (%) 1.4 1.9 2.0 2.8

GDP per capita (PPP, USD) 48'965 50'049 50'931 51'991

Fiscal

Budget balance (% GDP) -14.2 -11.9 -8.0 -8.1

Public debt (% GDP) 88.2 94.7 101.7 106.9

Interest payment / gov. revenue  (%) 19.8 20.0 20.5 21.0

External

Current account balance  (% GDP) -4.5 -5.9 -4.3 -4.4

External debt (% GDP) 181.2 187.4 192.9 193.9

FX reserves (% GDP) * 7.4 5.7 8.4 ..

Reserve coverage of ext. debt  (%) ** 4.1 3.0 4.4 ..

Governance

Ease of doing business  (percentile rank) 69.7 69.1 69.1 78.7

WB Governance indicator (percentile rank) 45.5 45.5 .. ..

Issuer Name
CIO credit risk flags

B2 STABLE / B+ STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

Breakeven oil price (USD/bbl) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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North Africa 
Morocco: An investment grade African issuer  

Other than Botswana, Morocco is the only investment grade 
African sovereign with Eurobonds outstanding. Its credit profile is 
constrained by its relatively low wealth levels, structural rigidities, 
such as in the labor market, and a high government debt burden 
(around 65% of GDP). Growth potential of 3.5–4% is relatively 
solid, and above the 1.5% population growth rate, but it is 
exposed to a volatile agricultural growth pattern and the euro-
area business cycle. Government debt is sustainable, in our view, 
given the moderate interest burden (less than 10% of government 
revenue), the relatively low foreign-currency exposure (at about 
20%), and good access to relatively deep domestic capital 
markets. The economy is also gradually diversifying into higher 
value-added manufactured export products in the automotive and 
aeronautics sectors, which supports the buildup of foreign 
exchange reserves (five months of imports). The coherent 
macroeconomic policies and fiscal reforms implemented over the 
past few years, the return of Morocco to the African Union in 
2017 and its participation in the African Continental Free Trade 
Area, and its track record of political stability in comparison to its 
regional peers (despite sporadic social protests) also helped 
Morocco become an attractive investment destination in Africa. 
 
The stable outlook we assign to Morocco reflects our view that 
the modest ongoing fiscal consolidation should gradually reduce 
the government debt burden to 60% of GDP in 2024 (IMF 
forecast). It should, however, remain above its BBB peers, thus 
limiting the government’s capacity to absorb shocks. Economic 
diversification and continued expansion in renewable energies 
should also strengthen growth and economic resilience, while 
enhancing access to foreign exchange and limiting dependence on 
oil imports. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Morocco Stable g y y y

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 4.2 3.0 2.7 3.7

CPI inflation (%) 1.9 0.1 0.7 1.1

GDP per capita (PPP, USD) 8'557 8'931 9'235 9'667

Fiscal

Budget balance (% GDP) -3.5 -3.7 -3.7 -3.3

Public debt (% GDP) 65.1 65.0 65.3 64.5

Interest payment / gov. revenue  (%) 9.6 9.4 9.5 9.2

External

Current account balance  (% GDP) -3.4 -5.4 -4.5 -3.8

External debt (% GDP) 45.4 41.4 .. ..

FX reserves (% GDP) * 23.0 19.9 19.7 ..

Reserve coverage of ext. debt  (%) ** 50.7 48.0 .. ..

Governance

Ease of doing business  (percentile rank) 71.8 69.7 70.7 73.4

WB Governance indicator (percentile rank) 41.7 41.7 .. ..

Issuer Name
CIO credit risk flags

Ba1 STABLE / BBB- STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Egypt: Improving outlook amid ongoing reform efforts 

We expect macroeconomic conditions to improve, supported by 
the government's reform commitment, investments, and growing 
benefits from structural reforms and improved financial 
conditions. The country's GDP could sustainably expand at a 5% 
rate, in our view, and its diversified economy reduces growth risks. 
That said, important growth drivers such as construction, the 
energy sector, foreign investments, and trade expose the economy 
to global business cycle dynamics. Inflation has declined thanks to 
a more rigorous inflation-targeting and a stronger pound. Energy 
exports from the Zohr gas field and service exports, mainly 
through tourism, help reduce external dependencies. Ongoing 
investment inflows should underpin Egypt's external position. 
Weak public finances are the key weakness of the sovereign's 
credit profile: The public debt-to-GDP ratio is at 85% and the 
fiscal deficit remains sizable at 7.2% (current fiscal year). The low 
share of external debt (40% of GDP), a favorable maturity profile, 
sufficient foreign currency reserves, and improved liquidity 
conditions are mitigating factors. The high unemployment rate 
and widespread poverty are other important risks to monitor. 
 
We think Egypt's credit outlook is improving. But investors should 
monitor risks associated with global and local business cycle 
dynamics, energy price fluctuations, and reform fatigue, especially 
with regard to the consolidation of public finances. Political 
uncertainties and the risk of rising popular discontent or unrest are 
other risks to monitor. The government's ability to ease the 
burden of economic reforms for the poor and to distribute its 
benefits across the entire society, for example via job growth, is 
crucial in this regard. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Egypt Improving y y r r

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 4.1 5.3 5.5 5.9

CPI inflation (%) 29.8 14.4 9.4 8.7

GDP per capita (PPP, USD) 12'667 13'358 14'023 14'800

Fiscal

Budget balance (% GDP) -10.4 -9.4 -7.6 -7.0

Public debt (% GDP) 103.2 92.7 84.9 83.8

Interest payment / gov. revenue  (%) 36.4 43.6 44.3 42.7

External

Current account balance  (% GDP) -6.1 -2.4 -3.1 -2.8

External debt (% GDP) 35.7 39.6 .. ..

FX reserves (% GDP) * 14.0 15.5 13.4 ..

Reserve coverage of ext. debt  (%) ** 39.3 39.1 .. ..

Governance

Ease of doing business  (percentile rank) 35.6 35.6 38.8 41.0

WB Governance indicator (percentile rank) 22.6 23.7 .. ..

Issuer Name
CIO credit risk flags

B2 STABLE / B STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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Sub-Saharan Africa 
South Africa: Challenging fiscal outlook amid low growth 
and SOE troubles  

South Africa's credit profile is supported by a diversified economy, 
a well-developed financial sector, a liquid capital market, and 
strong institutions. Increasing credit constraints have, however, 
pushed the sovereign rating to below investment grade. GDP 
growth has averaged only 1.1% in the five years to 2018 due to 
major structural constraints and is expected to be around 0.7% 
this year, below trend population growth (1.6%). Income 
inequality is one of the highest in the world, and less than half of 
the working-age population is employed. This fuels social tensions 
and constrains policymaking. Combined with rising government 
support to poorly managed state-owned enterprises (SOEs), these 
factors have put pressure on government debt, which more than 
doubled to 60% of GDP in the last decade. Significant foreign 
participation in local-currency government debt is an important 
risk to monitor. 
 
We attach a deteriorating credit outlook to South Africa. The 
budget deficit is likely to rise above 6% of GDP by this fiscal year-
end in March 2020 due to weak growth and the financial support 
granted to Eskom. This will push up government debt from an 
already elevated level. The current administration is committed to 
much needed structural reforms. But progress has been limited so 
far due continued infighting within the ruling party and resistance 
to change from labor unions. The high tax burden and pressures 
on spending from high inequality and unemployment also limit 
the scope for further fiscal consolidation if economic growth 
remains sluggish. Key issues to watch are structural reforms, fiscal 
consolidation, and measures to sustainably improve the financial 
viability of SOEs (particularly Eskom, whose debt accounts for 9% 
of GDP; 14% if all SOE debt is taken into account). 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

South Africa Deteriorating g y r r

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 1.4 0.8 0.7 1.1

CPI inflation (%) 4.7 4.9 4.7 5.3

GDP per capita (PPP, USD) 13'396 13'630 13'754 13'965

Fiscal

Budget balance (% GDP) -4.4 -4.4 -6.2 -6.7

Public debt (% GDP) 53.0 56.7 59.9 64.2

Interest payment / gov. revenue  (%) 12.3 12.7 13.7 14.3

External

Current account balance  (% GDP) -2.5 -3.5 -3.1 -3.6

External debt (% GDP) 51.7 48.7 .. ..

FX reserves (% GDP) * 13.0 12.6 12.2 ..

Reserve coverage of ext. debt  (%) ** 25.2 25.9 .. ..

Governance

Ease of doing business  (percentile rank) 63.8 59.0 58.5 56.9

WB Governance indicator (percentile rank) 56.9 57.1 .. ..

Issuer Name
CIO credit risk flags

Baa3 STABLE / BB STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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0.7
1.1
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-0.5
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Ivory Coast: A growth and reform champion in Africa  

Ivory Coast is the largest economy in the West African Economic 
and Monetary Union and the world's largest cocoa producer. Its 
B+ (Fitch) and Ba3 (Moody's) credit ratings are in the upper range 
of sub-Saharan Africa sovereign ratings. GDP growth prospects 
are robust (expected to remain close to 7% in the coming years), 
thanks to strong domestic consumption and private investments in 
areas such as agribusiness, mining, light manufacturing, and 
services. They are underpinned by improved political stability, 
macro stability stemming from membership in the CFA franc zone, 
and an increasingly resilient and diversified economy (with high 
potential in mining and hydrocarbon production). The 
government's pro-business reforms, combined with diversification 
efforts into higher value-added export products, are also 
improving economic competitiveness, as shown by the 
improvement in the country's ranking in the Doing Business 
Report from 177 in 2013 to 110 in 2020. Lastly, fiscal 
fundamentals are relatively strong as a result of prudent fiscal 
management. Creditworthiness is constrained by low income and 
human development levels, youth unemployment, weak although 
improving institutional strength, and a small economy (nominal 
GDP of USD 43bn in 2018) exposed to environmental and 
lingering political risks.   
   
We assign a stable outlook to Ivory Coast as we see risks as being 
fairly balanced. Our base case scenario for the coming year is quite 
benign. We expect the government debt burden to remain below 
50% of GDP and sustained strong growth to raise incomes and 
enhance economic diversification further. A reemergence of 
political tensions ahead of the 2020 presidential election is a key 
risk to watch as it could impair the growth and fiscal outlook. But 
widespread instability and a renewed civil war are unlikely, in our 
view. 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Ivory Coast Stable g y r r

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 7.7 7.4 7.5 7.3

CPI inflation (%) 1.1 1.1 1.0 2.0

GDP per capita (PPP, USD) 3'897 4'180 4'457 4'754

Fiscal

Budget balance (% GDP) -4.5 -4.0 -3.0 -3.0

Public debt (% GDP) 49.8 53.2 52.7 51.5

Interest payment / gov. revenue  (%) 8.4 9.1 10.1 10.2

External

Current account balance  (% GDP) -2.7 -4.7 -3.8 -3.8

External debt (% GDP) 35.3 36.4 .. ..

Governance

Ease of doing business  (percentile rank) 26.1 26.6 36.7 43.1

WB Governance indicator (percentile rank) 29.3 33.1 .. ..

Issuer Name
CIO credit risk flags

Ba3 STABLE / NA

 
Source: IMF, WB, UBS, as of 31 October 2019 
  

 

 
Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) Interest payment / gov. revenue (%) External Debt (% GDP)

Current account balance (% GDP) Real effective exchange rate (2010=100) WB Ease of doing business (percentile rank)
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Average= 
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts. Source: IMF, WB, UBS, as of 31 October 2019 
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Kenya: Strong growth mitigates large fiscal deficits  

With a GDP per capita of USD 3,383, and 44% of its population 
living below the poverty line, Kenya is considered a lower middle 
income country by the World Bank. The country has the largest 
and most advanced economy in East and Central Africa, where it 
acts as an economic and transport hub. Its diversified economy 
enjoys strong growth prospects of about 6%, supported by a 
booming service sector in financial services, telecommunications, 
tourism, and higher education. This is above the population 
growth rate (2.3% in 2018). Also, oil discoveries in the northwest 
will, when exploited, support export diversification. But reforms 
are needed to address structural headwinds such as inadequate 
infrastructure, weak governance, and low productivity in the 
agricultural sector. Beyond weak government indicators, and a 
history of instability around national elections—the next of which 
is scheduled for 2022—Kenya's credit profile is mostly constrained 
by weak government finances. Government debt stands at 62% 
of GDP; interest payments consume more than a fifth of 
government revenue; and short-term financing needs account for 
about 20% of GDP, according to Fitch. However, government 
liquidity risks are moderate, in our view, due to the good access to 
funding domestically and externally, a diversified funding base, 
and the elevated level of foreign-exchange reserves, covering six 
months of imports.  
  
We assign a stable outlook to Kenya as the government debt 
burden is likely to stabilize at around 60% of GDP over the 
medium term. Strong economic growth should counterbalance 
persistent large fiscal deficits. The effective implementation of 
fiscal reforms that would put the government debt on a sustained 
downward trend needs to be monitored. It's also a precondition 
for a renewed agreement with the IMF, in our view. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Kenya Stable y y r r

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 4.9 6.3 5.6 6.0

CPI inflation (%) 4.5 5.7 6.2 6.2

GDP per capita (PPP, USD) 3'497 3'705 3'875 4'078

Fiscal

Budget balance (% GDP) -7.9 -7.4 -7.4 -6.6

Public debt (% GDP) 55.2 60.1 61.6 61.3

Interest payment / gov. revenue  (%) 18.2 20.0 20.8 20.9

External

Current account balance  (% GDP) -6.2 -5.0 -4.7 -4.6

External debt (% GDP) 34.1 35.8 .. ..

FX reserves (% GDP) * 9.3 9.3 9.9 ..

Reserve coverage of ext. debt  (%) ** 27.4 26.0 .. ..

Governance

Ease of doing business  (percentile rank) 56.9 59.6 69.7 71.8

WB Governance indicator (percentile rank) 31.6 31.2 .. ..

Issuer Name
CIO credit risk flags

B2 STABLE / B+ STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) FX reserves (% GDP) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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30

  

Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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Nigeria: Limited growth potential caps upside  

Nigeria's growth potential remains around 2%, close to its 
population growth. Structural hurdles to unleash the country's 
potential are security issues, a poor business climate, corruption, 
power shortages, credit conditions, and access to foreign funds. 
President Muhammadu Buhari is unlikely to scale up reforms, in 
our view. Specifically, we expect the prevailing multi-tiered 
foreign-exchange system to remain in place, reducing the odds of 
a pickup in foreign direct investments. The central bank should 
remain committed to keeping the naira stable under governor 
Godwin Emefiele. However, given the need to foster growth and 
job creation, monetary policy should stay accommodative. Hence, 
inflation is unlikely to decline to single-digit territory, making 
another one-off exchange rate adjustment more likely, although 
not a base case, in the coming quarters. A low general 
government debt level of 25% of GDP, with around 70% 
denominated in the local currency, makes Nigeria a solid debtor. 
The liquid domestic debt market enjoys significant, although 
volatile, interest from foreigners. Large oil and gas reserves and 
foreign-exchange reserves worth USD 44bn (as of July 2019) 
further underpin external buffers. At the same time, public 
finances remain too dependent on hydrocarbon revenues (around 
45% of public revenues and 60% of current account receipts). 
Security issues and the lack of sufficient funds for investments in 
oil facilities can further aggravate the sensitivity to energy prices. 
  
We attach a stable credit outlook to Nigeria. Upside and downside 
risks are roughly balanced, in our view. Local tensions, especially in 
areas with oil production facilities, would weigh on our growth 
outlook and assessment of fiscal strength. Declining energy prices 
would hit fiscal metrics. With regard to reforms, we see risks 
skewed to the upside, given muted market expectations. 

 

 Selected indicators 

CIO credit

outlook 0-2y 2-5y 5-10y >10y

Nigeria Stable y y r r

Credit ratings (Moody's / S&P)

Key Indicators 2017 2018 2019f 2020f

Growth and Inflation

Real GDP growth (%) 0.8 1.9 2.3 2.5

CPI inflation (%) 15.4 11.4 11.7 11.7

GDP per capita (PPP, USD) 5'865 5'967 6'055 6'172

Fiscal

Budget balance (% GDP) -5.4 -4.5 -5.0 -4.7

Public debt (% GDP) 25.3 27.3 29.8 31.4

Net interest payment / gov. rev.  (%) 20.5 19.7 21.0 18.3

External

Current account balance  (% GDP) 2.8 1.3 -0.2 -0.1

External debt (% GDP) 10.6 11.6 .. ..

FX reserves (% GDP) * 10.5 10.8 10.1 ..

Reserve coverage of ext. debt  (%) ** 99.6 92.6 .. ..

Governance

Ease of doing business  (percentile rank) 21.8 25.0 25.5 31.9

WB Governance indicator (percentile rank) 17.4 17.0 .. ..

Issuer Name
CIO credit risk flags

B2 STABLE / B STABLE

 
Source: IMF, WB, UBS, as of 31 October 2019 
* Latest available data 
** FX reserves / external debt  

 

Overview of key indicators  

Real GDP growth (%) Budget balance (% GDP) Public debt (% GDP)

CPI (%) Real effective exchange rate (2010=100) External Debt (% GDP)

Current account balance (% GDP) FX reserves / external debt (%) WB Ease of doing business (percentile rank)
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Average= 
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Note: Data range 2008–2020; lighter-colored data points indicate forecasts.  
Source: IMF, WB, UBS, as of 31 October 2019 
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For details please see "Understanding bonds: A guide to CIO's credit offering", published 22 January 2019.

UBS CIO risk views

Credit risk flags

CIO attaches a credit risk flag to the instruments under its coverage. Credit risk is assessed based on the remaining tenor and / or instrument

type. The flag indicates the likelihood that a holder of the instrument will not receive a coupon or principal payment when it comes due.

For subordinated and hybrid instruments, which are usually callable and have a remote or no fixed maturity date, we apply one uniform

credit risk flag per issuer and instrument type. The idea is to reflect the possibility of contractual trigger events or regulatory intervention

occurring. Either can impose losses on bondholders regardless of the remaining term of the instrument or a specific issuer default event.

Credit risk flags only indicate our view of the riskiness of a particular instrument. Credit risk flags should not be seen as recommendations

to buy, hold or sell. In fact, any combination of risk flags and relative value recommendations is possible.

Very low credit risk
We believe that the probability of debt payments not being made when they come due is very low (cumulative probability

of less than 2%).

Medium credit risk
We believe that the probability of debt payments not being made when they come due is low to medium (cumulative

probability of non-payment between 2% and less than 20%).

High credit risk
We believe that the probability of debt payments not being made when they come due is at least one in five cumulatively.

Issuer credit outlook

We complement the instrument-specific risk information of the credit risk flags by indicating our outlook for the credit quality of an

issuer over the next 12 months. Depending on instrument pricing, all combinations of an issuer credit outlook and relative valuation

recommendations are possible.

Improving: We expect the credit profile of the issuer to improve, to an extent that may result in upgrades by rating agencies.

Stable: We do not expect the credit profile of the issuer to change meaningfully.

Deteriorating: We expect the credit profile of the issuer to deteriorate, to an extent that may result in downgrades by rating agencies.

UBS CIO valuation views

Relative value bond recommendations

Our relative value bond recommendations are based on an average investment horizon of six to 12 months. They reflect our assessment

of a bond's attractiveness relative to comparable instruments under CIO coverage. Comparable instruments typically exhibit similar credit

quality, are denominated in the same currency, belong to the same segment of the bond market, and have a similar remaining tenor until

redemption.

Views on a particular instrument can change within the six- to 12-month time frame, and those that apply to one instrument do not

necessarily apply to others of the same issuer. Views on a particular instrument may be withdrawn if it does not have a sizeable basket

of comparable instruments under CIO coverage.

Bonds seen as “attractive” are expected to generate a total return exceeding the average return of comparable instruments.

Our recommendation can stem from a positive view on the issuer’s credit profile not fully reflected in the price, unduly high risk

premiums, our take on an instrument's call probability, the risk of coupon deferrals, and external factors including regulatory

intervention.

Bonds seen as "fair" are expected to produce a total return broadly in line with the average return of comparable instruments.

Bonds seen as "expensive" are expected to earn a total return that is less than the average return of comparable instruments.

Our recommendation can stem from a negative view on the issuer’s credit profile not fully reflected in the price, unduly

tight risk premiums, our take on an instrument's call probability, the risk of coupon deferrals, and external factors including

regulatory intervention.

Sell recommendations

A Sell recommendation is assigned when the risk of an adverse outcome for an instrument exceeds what is reflected in its

current valuation. Such situations can include those in which the instrument appears likely to post negative total returns until

redemption, either due to a highly negative yield to maturity or an imminent call at a price below market valuations.

.
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Appendix

Contact
If you require information on UBS Chief Investment Office GWM, its research publications, ratings histories and UBS
disclosures with regard to financial instruments and/or issuers, please contact the mailbox ubs-cio-wm@ubs.com (note
that e-mail communication is unsecured) or contact your client advisor for assistance.

Frequency of updates
Equity recommendation lists can be updated on a daily basis, and are refreshed at least every two weeks. Risk views
on bond issuers and instruments are affirmed sporadically and changed ad hoc, subject to market developments.

Competent authority of the producer
UBS Switzerland AG is regulated by the Swiss Financial Market Regulatory Authority (FINMA). UBS Europe SE,
Succursale Italia is regulated by Commissione Nazionale per le Società e la Borsa (CONSOB). UBS Securities Japan Co.,
Ltd. is regulated by the Financial Services Agency (FSA). UBS Asesores Mexico, S.A. de C.V. is regulated by Comisión
Nacional Bancaria y de Valores (CNBV). UBS AG Singapore Branch is regulated by the Monetary Authority of Singapore
(MAS). UBS Europe SE, sucursal en España is regulated by Comisión Nacional del Mercado de Valores (CNMV). UBS
AG London Branch is regulated by the Prudential Regulatory Authority (PRA) and the Financial Conduct Authority
(FCA). UBS AG Hong Kong Branch is regulated by the Securities and Futures Commission (Hong Kong) and the Hong
Kong Monetary Authority. UBS Brasil Administradora de Valores Mobiliarios Ltda is regulated by Comissão de Valores
Mobiliários. UBS Financial Services Inc. is registered as a broker-dealer with the Securities and Exchange Commission
("SEC"), a futures commission merchant with the Commodity Futures Trading Commission ("CFTC") and the National
Futures Association and is a member of various exchanges and the Financial Industry Regulatory Authority ("FINRA").

Competent authority of the disseminator
This publication has been disseminated by the UBS Group entity you have a banking relationship with. The full name
of the disseminating entity and its competent authority can be found in the country-specific disclaimer at the end
of this document.

Disclosures (4 November 2019)
Within the past 12 months UBS AG, its affiliates or subsidiaries may have received or provided investment services
and activities or ancillary services as per MiFID II which may have given rise to a payment or promise of a payment in
relation to these services from or to each company mentioned in the publication.
Kingdom of Bahrain 1, 2, Kingdom of Saudi Arabia 1, 2, Republic of Kazakhstan 1, 2, 3, 4, 5; Republic of Poland 1,
2, Russia 1, 2, 3, 4, State of Kuwait 1, 2, State of Qatar 1, 2, Sultanate of Oman 1,
1. Within the past 12 months, UBS Securities LLC and/or its affiliates have received compensation for products and
services other than investment banking services from this company/entity.
2. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-investment
banking securities-related services are being, or have been, provided.
3. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity or one of its affiliates.
4. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking
services from this company/entity within the next three months.
5. UBS AG London Branch is acting as manager/co-manager, underwriter, placement or sales agent in regard to an
offering of securities of this company/entity or one of its affiliates.

Disclaimer

For more information about our present and past recommendations, please contact ubs-cio-wm@ubs.com.
UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated
by FINMA in Switzerland) or its affiliates ("UBS").

The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment research.
Instrument/issuer-specific investment research – Risk information:

This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other specific product.
The analysis contained herein does not constitute a personal recommendation or take into account the particular investment objectives, investment strategies, financial
situation and needs of any specific recipient. It is based on numerous assumptions. Different assumptions could result in materially different results. Certain services and
products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information
and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied,
is made as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and market prices
indicated are current as of the date of this report, and are subject to change without notice. This publication is not intended to be a complete statement or summary
of the securities, markets or developments referred to in the report. Opinions expressed herein may differ or be contrary to those expressed by other business areas or
divisions of UBS as a result of using different assumptions and/or criteria.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the
following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial
contract; or (iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value
or of defining the asset allocation of portfolio or of computing performance fees. By receiving this document and the information you will be deemed to represent and
warrant to UBS that you will not use this document or otherwise rely on any of the information for any of the above purposes. UBS and any of its directors or employees
may be entitled at any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant investment instruments
in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer, the investment instrument itself or

Emerging market bonds

UBS CIO GWM 4 November 2019 30

mailto:ubs-cio-wm@ubs.com


Appendix

Disclaimer

to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions (including whether to buy, sell or hold securities) made by
UBS and its employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments may not be readily realizable since
the market in the securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on
information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and
options trading is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur. Past performance of an
investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may be subject to sudden and
large falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an
adverse effect on the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel,
sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information.
Research publications from CIO are written by UBS Global Wealth Management. UBS Global Research is written by UBS Investment Bank. Except for economic
forecasts, the research process of CIO is independent of UBS Global Research. As a consequence research methodologies applied and assumptions made by CIO and
UBS Global Research may differ, for example, in terms of investment horizon, model assumptions, and valuation methods. Therefore investment recommendations
independently provided by the two UBS research organizations can be different. The compensation of the analyst(s) who prepared this report is determined exclusively
by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking, sales and trading
or principal trading revenues, however, compensation may relate to the revenues of UBS as a whole, of which investment banking, sales and trading and principal
trading are a part.
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and makes no representations
as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's circumstances and needs. We are of necessity
unable to take into account the particular investment objectives, financial situation and needs of our individual clients and we would recommend that you take financial
and/or tax advice as to the implications (including tax) of investing in any of the products mentioned herein.

This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly prohibits the distribution
and transfer of this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or
distribution of this material. This report is for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in which
CIO manages conflicts and maintains independence of its investment views and publication offering, and research and rating methodologies, please visit www.ubs.com/
research. Additional information on the relevant authors of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on
this topic; are available upon request from your client advisor.
Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate environmental, social and
governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles approach ESG analysis and incorporate the findings
in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may inhibit the portfolio manager’s ability to participate in certain investment
opportunities that otherwise would be consistent with its investment objective and other principal investment strategies. The returns on a portfolio consisting primarily
of sustainable investments may be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio
manager, and the investment opportunities available to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects
of ESG or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate responsibility, sustainability,
and/or impact performance.
Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil
Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS Securities Japan Co., Ltd, UBS Wealth Management Israel Ltd and UBS Menkul
Degerler AS are affiliates of UBS AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of UBS Financial Services Inc. UBS Financial Services Inc. accepts
responsibility for the content of a report prepared by a non-US affiliate when it distributes reports to US persons. All transactions by a US person in
the securities mentioned in this report should be effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate.
The contents of this report have not been and will not be approved by any securities or investment authority in the United States or elsewhere. UBS
Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 15B of the Securities
Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained herein are not intended to be, and do not constitute, advice within
the meaning of the Municipal Advisor Rule.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager or an External Financial
Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial Consultant and is made available to their clients
and/or third parties.
Austria: This publication is not intended to constitute a public offer under Austrian law. It is distributed only for information purposes to clients of UBS Europe SE,
Niederlassung Österreich, with place of business at Wächtergasse 1, A-1010 Wien. UBS Europe SE, Niederlassung Österreich is subject to the joint supervision of the
European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für
Finanzdienstleistungsaufsicht), as well as of the Austrian Financial Market Authority (Finanzmarktaufsicht, FMA), to which this publication has not been submitted for
approval. UBS Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly authorized by the ECB. Bahrain: UBS is a Swiss
bank not licensed, supervised or regulated in Bahrain by the Central Bank of Bahrain and does not undertake banking or investment business activities in Bahrain.
Therefore, clients have no protection under local banking and investment services laws and regulations. Canada: The information contained herein is not, and under no
circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, solicitation of an offer to buy securities
described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption
from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable securities laws or,
alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made.
Under no circumstances is the information contained herein to be construed as investment advice in any province or territory of Canada and is not tailored to the needs
of the recipient. To the extent that the information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a
province or territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada or, alternatively, pursuant to a dealer registration
exemption. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained
herein or the merits of the securities described herein and any representation to the contrary is an offence. In Canada, this publication is distributed by UBS Investment
Management Canada Inc.. China: This research report is neither intended to be distributed to PRC investors nor to provide securities investment consultancy services
within the territory of PRC. Czech Republic: UBS is not a licensed bank in the Czech Republic and thus is not allowed to provide regulated banking or investment
services in the Czech Republic. Please notify UBS if you do not wish to receive any further correspondence. Denmark: This publication is not intended to constitute
a public offer under Danish law. It is distributed only for information purposes to clients of UBS Europe SE, Denmark Branch, filial af UBS Europe SE, with place of
business at Sankt Annae Plads 13, 1250 Copenhagen, Denmark, registered with the Danish Commerce and Companies Agency, under No. 38 17 24 33. UBS Europe
SE, Denmark Branch, filial af UBS Europe SE is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank),
the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Danish Financial Supervisory Authority
(Finanstilsynet), to which this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a
Societas Europaea, duly authorized by the ECB. Egypt: Securities or other investment products are not being offered or sold by UBS to the public in Egypt and they
have not been and will not be registered with the Egyptian Financial Supervisory Authority. France: This publication is distributed by UBS (France) S.A., French "société
anonyme" with share capital of € 132.975.556, 69, boulevard Haussmann F-75008 Paris, R.C.S. Paris B 421 255 670, to its clients and prospects. UBS (France) S.A. is a
provider of investment services duly authorized according to the terms of the "Code Monétaire et Financier", regulated by French banking and financial authorities as
the "Autorité de Contrôle Prudentiel et de Résolution." Germany: This publication is not intended to constitute a public offer under German law. It is distributed only
for information purposes to clients of UBS Europe SE, Germany, with place of business at Bockenheimer Landstrasse 2-4, 60306 Frankfurt am Main. UBS Europe SE is a
credit institution constituted under German law in the form of a Societas Europaea, duly authorized by the European Central Bank ("ECB"), and supervised by the ECB,
the German Central Bank (Deutsche Bundesbank) and the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht),
to which this publication has not been submitted for approval. Greece: UBS Switzerland AG and its affiliates (UBS) are not licensed as a bank or financial institution
under Greek legislation and do not provide banking and financial services in Greece. Consequently, UBS provides such services from branches outside of Greece, only.
This document may not be considered as a public offering made or to be made to residents of Greece. Hong Kong: This publication is distributed to clients of UBS
AG Hong Kong Branch by UBS AG Hong Kong Branch, a licensed bank under the Hong Kong Banking Ordinance and a registered institution under the Securities
and Futures Ordinance. UBS AG Hong Kong Branch is incorporated in Switzerland with limited liability. Indonesia, Malaysia, Phillipines, Thailand: This material
was provided to you as a result of a request received by UBS from you and/or persons entitled to make the request on your behalf. Should you have received the
material erroneously, UBS asks that you kindly destroy/delete it and inform UBS immediately. Any and all advice provided and/or trades executed by UBS pursuant to
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the material will only have been provided upon your specific request or executed upon your specific instructions, as the case may be, and may be deemed as such by
UBS and you. The material may not have been reviewed, approved, disapproved or endorsed by any financial or regulatory authority in your jurisdiction. The relevant
investments will be subject to restrictions and obligations on transfer as set forth in the material, and by receiving the material you undertake to comply fully with such
restrictions and obligations. You should carefully study and ensure that you understand and exercise due care and discretion in considering your investment objective, risk
appetite and personal circumstances against the risk of the investment. You are advised to seek independent professional advice in case of doubt. India: UBS Securities
India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India)
400051. Phone: +912261556000. It provides brokerage services bearing SEBI Registration Number INZ000259830; merchant banking services bearing SEBI Registration
Number: INM000010809 and Research Analyst services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have debt holdings
or positions in the subject Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-
investment banking securities-related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have
been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to investment
banking and/or non-investment banking securities-related services and/or non-securities services. With regard to information on associates, please refer to the Annual
Report at: http://www.ubs.com/global/en/about_ubs/investor_relations/annualreporting.html. Israel: UBS is a premier global financial firm offering wealth management,
asset management and investment banking services from its headquarters in Switzerland and its operations in over 50 countries worldwide to individual, corporate
and institutional investors. In Israel, UBS Switzerland AG is registered as Foreign Dealer in cooperation with UBS Wealth Management Israel Ltd., a wholly owned UBS
subsidiary. UBS Wealth Management Israel Ltd. is a Portfolio Manager licensee which engages also in Investment Marketing and is regulated by the Israel Securities
Authority. This publication is intended for information only and is not intended as an offer to buy or solicitation of an offer. Furthermore, this publication is not intended
as an investment advice and/or investment marketing and is not replacing any investment advice and/or investment marketing provided by the relevant licensee which
is adjusted to each person needs. No action has been, or will be, taken in Israel that would permit an offering of the product(s) mentioned in this document or a
distribution of this document to the public in Israel. In particular, this document has not been reviewed or approved by the Israeli Securities Authority. The product(s)
mentioned in this document is/are being offered to a limited number of sophisticated investors who qualify as one of the investors listed in the first supplement to the
Israeli Securities Law, 5728-1968. This document may not be reproduced or used for any other purpose, nor be furnished to any other person other than those to whom
copies have been sent. Anyone who purchases the product(s) mentioned herein shall do so for its own benefit and for its own account and not with the aim or intention
of distributing or offering the product(s) to other parties. Anyone who purchases the product(s) shall do so in accordance with its own understanding and discretion
and after it has received any relevant financial, legal, business, tax or other advice or opinion required by it in connection with such purchase(s). The word "advice" and/
or any of its derivatives shall be read and construed in conjunction with the definition of the term "investment marketing" as defined under the Israeli Regulation of
Investment Advice, Investment Marketing and Portfolio Management Law, 1995.Italy: This publication is not intended to constitute a public offer under Italian law. It
is distributed only for information purposes to clients of UBS Europe SE, Succursale Italia, with place of business at Via del Vecchio Politecnico, 3-20121 Milano. UBS
Europe SE, Succursale Italia is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank), the German
Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Bank of Italy (Banca d’Italia) and the Italian Financial
Markets Supervisory Authority (CONSOB - Commissione Nazionale per le Società e la Borsa), to which this publication has not been submitted for approval. UBS Europe
SE is a credit institution constituted under German law in the form of a Societas Europaea, duly authorized by the ECB. Jersey: UBS AG, Jersey Branch, is regulated and
authorized by the Jersey Financial Services Commission for the conduct of banking, funds and investment business. Where services are provided from outside Jersey,
they will not be covered by the Jersey regulatory regime. UBS AG, Jersey Branch is a branch of UBS AG a public company limited by shares, incorporated in Switzerland
whose registered offices are at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH 8001 Zurich. UBS AG, Jersey Branch's principal place business is 1, IFC
Jersey, St Helier, Jersey, JE2 3BX. Luxembourg: This publication is not intended to constitute a public offer under Luxembourg law. It is distributed only for information
purposes to clients of UBS Europe SE, Luxembourg Branch, with place of business at 33A, Avenue J. F. Kennedy, L-1855 Luxembourg. UBS Europe SE, Luxembourg
Branch is subject to the joint supervision of the European Central Bank ("ECB"), the German Central bank (Deutsche Bundesbank), the German Federal Financial Services
Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Luxembourg supervisory authority (Commission de Surveillance du Secteur
Financier), to which this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a Societas
Europaea, duly authorized by the ECB. Mexico: This information is distributed by UBS Asesores México, S.A. de C.V. ("UBS Asesores"), an affiliate of UBS Switzerland
AG, incorporated as a non-independent investment advisor under the Securities Market Law due to the relation with a Foreign Bank. UBS Asesores is a regulated entity
and it is subject to the supervision of the Mexican Banking and Securities Commission ("CNBV"), which exclusively regulates UBS Asesores regarding the rendering
of portfolio management, as well as on securities investment advisory services, analysis and issuance of individual investment recommendations, so that the CNBV
has no surveillance faculties nor may have over any other service provided by UBS Asesores. UBS Asesores is registered before CNBV under Registry number 30060.
You are being provided with this UBS publication or material because you have indicated to UBS Asesores that you are a Sophisticated Qualified Investor located in
Mexico. The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior management of any entity of UBS
Group to which such analyst(s) render services. Nigeria: UBS Switzerland AG and its affiliates (UBS) are not licensed, supervised or regulated in Nigeria by the Central
Bank of Nigeria or the Nigerian Securities and Exchange Commission (SEC) and do not undertake banking or investment business activities in Nigeria. The investment
products mentioned in this material are not being offered or sold by UBS to the public in Nigeria and they have not been submitted for approval nor registered with
the Nigerian SEC. If you are interested in products of this nature, please let us know and we will direct you to someone who can advise you. The investment products
mentioned in this material are not being directed to, and are not being made available for subscription by any persons within Nigeria other than the selected investors
to whom the offer materials have been addressed as a private sale or domestic concern within the exemption and meaning of Section 69(2) of the Investments and
Securities Act, 2007 (ISA). Portugal: UBS Switzerland AG is not licensed to conduct banking and financial activities in Portugal nor is UBS Switzerland AG supervised
by the portuguese regulators (Bank of Portugal "Banco de Portugal" and Portuguese Securities Exchange Commission "Comissão do Mercado de Valores Mobiliários").
Russia: This document or information contained therein is for information purposes only and constitute neither a public nor a private offering, is not an invitation to
make offers, to sell, exchange or otherwise transfer any financial instruments in the Russian Federation to or for the benefit of any Russian person or entity and does
not constitute an advertisement or offering of securities in the Russian Federation within the meaning of Russian securities laws. Singapore: This material was provided
to you as a result of a request received by UBS from you and/or persons entitled to make the request on your behalf. Should you have received the material erroneously,
UBS asks that you kindly destroy/delete it and inform UBS immediately. Clients of UBS AG Singapore branch are asked to please contact UBS AG Singapore branch, an
exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by
the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or report. Spain: This publication is is not intended to
constitute a public offer under Spanish law. It is distributed only for information purposes to clients of UBS Europe SE, Sucursal en España, with place of business at
Calle María de Molina 4, C.P. 28006, Madrid. UBS Europe SE, Sucursal en España is subject to the joint supervision of the European Central Bank ("ECB"), the German
Central bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the
Spanish supervisory authority (Banco de España), to which this publication has not been submitted for approval. Additionally it is authorized to provide investment
services on securities and financial instruments, regarding which it is supervised by the Comisión Nacional del Mercado de Valores as well. UBS Europe SE, Sucursal en
España is a branch of UBS Europe SE, a credit institution constituted under German law in the form of a Societas Europaea, duly authorized by the ECB. Sweden: This
publication is not intended to constitute a public offer under Swedish law. It is distributed only for information purposes to clients of UBS Europe SE, Sweden Bankfilial,
with place of business at Regeringsgatan 38, 11153 Stockholm, Sweden, registered with the Swedish Companies Registration Office under Reg. No 516406-1011. UBS
Europe SE, Sweden Bankfilial is subject to the joint supervision of the European Central Bank ("ECB"), the German Central bank (Deutsche Bundesbank), the German
Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Swedish supervisory authority (Finansinspektionen), to
which this publication has not been submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly
authorized by the ECB. Taiwan: This material is provided by UBS AG, Taipei Branch in accordance with laws of Taiwan, in agreement with or at the request of clients/
prospects. Turkey: No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and
services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey in the Republic
of Turkey. UBS Switzerland AG is not licensed by the Turkish Capital Market Board (the CMB) under the provisions of the Capital Market Law (Law No. 6362). Accordingly
neither this document nor any other offering material related to the instruments/services may be utilized in connection with providing any capital market services to
persons within the Republic of Turkey without the prior approval of the CMB. However, according to article 15 (d) (ii) of the Decree No. 32 there is no restriction on
the purchase or sale of the instruments by residents of the Republic of Turkey. UAE: UBS is not licensed in the UAE by the Central Bank of UAE or by the Securities &
Commodities Authority. The UBS AG Dubai Branch is licensed in the DIFC by the Dubai Financial Services Authority as an authorised firm. UK: This document is issued by
UBS Wealth Management, a division of UBS AG which is authorised and regulated by the Financial Market Supervisory Authority in Switzerland. In the United Kingdom,
UBS AG is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential
Regulation Authority. Details about the extent of regulation by the Prudential Regulation Authority are available from us on request. A member of the London Stock
Exchange. This publication is distributed to retail clients of UBS Wealth Management. Ukraine: UBS is not registered and licensed as a bank/financial institution under
Ukrainian legislation and does not provide banking and other financial services in Ukraine. UBS has not made and will not make any offer of the mentioned products
to the public in Ukraine. No action has been taken to authorize an offer of the mentioned products to the public in Ukraine and the distribution of this document shall
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not constitute financial services for the purposes of the Law of Ukraine "On Financial Services and State Regulation of Financial Services Markets" dated 12 July 2001.
Accordingly, nothing in this document or any other document, information or communication related to the mentioned products shall be interpreted as containing an
offer or invitation to offer, or solicitation of securities in the territory of Ukraine. Electronic communication must not be considered as an offer to enter into an electronic
agreement or electronic instrument within the meaning of the Law of Ukraine "On Electronic Commerce" dated 3 September 2015. This document is strictly for private
use by its holder and may not be passed on to third parties or otherwise publicly distributed.
Version 06/2019. CIO82652744
© UBS 2019. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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