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SI NGAPORE ( S&P d obal Ratings) Feb. 16, 2017--A study of four advanced

Asi a-Pacific countries shows clear statistical evidence that the economc
cycle affects the credit quality of conpanies, said S& d obal Ratings in a
report published today, titled "How The Economi c Cycle Drives Changes In
Sectoral Credit Quality."

Using data from S&P d obal Market Intelligence, we anal yzed t he behavi or of
sectoral credit quality, nmeasured as the probability of default, over the
econoni ¢ cycle in four advanced Asia-Pacific econom es--Australia, Japan, New
Zeal and, and Sout h Korea.

"We found evidence that phases of the economic cycle affect credit quality in
the expected way; for exanple, credit quality inproves nost in the recovery
phase of growth," said Paul G uenwal d, Asia-Pacific chief econom st for S&P
d obal Ratings.

We al so confirmthat perceived high-beta sectors, such as netals and mi ning
and energy, have the nost variation in credit quality over the cycle, with
perceived | owbeta sectors, such as utilities and transportation, having the
| east variation.
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"The worst credit quality is exhibited in the pre-dawn phase of the econonic
cycle, with slower-than-trend growh and slack capacity," M. Guenwal d said.
"This suggests that slow growth and perhaps the sheddi ng of unneeded capacity
are wei ghing down credit quality."

"In terns of sectors, netals and nining, telecons and, surprisingly,
heal t hcare had the nost fluctuations in probability of defaults. Not
surprisingly, utilities and transportation had relatively stable probability
of defaults over the cycle. Energy and real estate provided sone anonulies,"
M. Guenwal d said.

Qur data set contains annual observations from 2007 to 2015 and i ncl udes 3, 255
conpany-| evel observations, which we aggregate into 13 sectors.

Only a rating conmittee nmay determne a rating action and this report does not
constitute a rating action.

The report is available to subscribers of RatingsDi rect at

www. gl obal credi tportal.comand at www. spcapitalig.com If you are not a

Rati ngsDi rect subscriber, you may purchase a copy of the report by calling (1)
212-438-7280 or sending an e-mmil to research_request @pgl obal.com Ratings

i nformati on can al so be found on the S&P d obal Ratings' public website by
usi ng the Ratings search box located in the Ieft columm at

wwv. st andar dandpoors. com Menbers of the nmedia may request a copy of this
report by contacting the media representative provided.
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