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Credit Risks in the Global Economies and Markets
— Current trends and future prospects —
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Summary

With development of capital account and financial liberalization, international capital flows have
increased significantly since 1990s. This expansion of capital inflow/outflow has resulted in ‘capital
account crises’ in Asia and other regions, as well as disturbances of capital markets as seen after
the Russian and LTCM crises in 1998 and 2001 after the burst of IT bubble. On the other hand,
interest rates have generally declined in the global markets, with massive expansion of liquidity
through not only oil money but also liquidity mobilized in the Japanese markets through ‘carry-trade’
which has expanded under the Bank of Japan’s Zero Interest Rate Policy and Quantitative Monetary
Easing Policy. The abundance of global liquidity has resulted in lowering interest rats and increased
investment in securities in the global markets, including emerging markets. Stabilization of global
markets has been achieved through several factors, including strengthening regulatory rules of ‘Hedge
Funds (Highly Leveraged institutions, HLIs), strict regulations under the new accord of BIS, as well
as strengthening capital account regulations and controls in foreign exchange in the major ‘crises’
experienced countries, such as Thailand, Argentina, Brazil, etc.

The study in this paper takes up the general risk evaluation by the major rating agencies
(Standard & Poor’s, Moody’s), and assess their trends in sovereign risk ratings recently, and draw
some implications of appropriate evaluation of country risks and rating methods.
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P 7,391 3.6 3.7 -0.5 -1.2] -9.6 1.2
FiJ 7,107 57 3.2 1.2 4.7 13.6 0.2
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ov7F 5113 6.5 10.3 11.3 42 22 2.1
=] 4945 58 8.5 6.1 -0.2 30.9 6.0
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1.5~1.749 40 2.0~2.24 40| 110.0~124.9 40{ 30.0~34.99 40] 75.0~79.9 40
1.75~1.99 45 2.25~24 45( 100.0~109.9 45| 250~29.99 45] 65.0~74.9 45
2.0~2.48 50 2.5~2.74 50| 90.0~99.9 50{ 25.0~24.99 50| 60.0~64.9 50
2.5~2.89 55 2.75~2.9 55| 80.0~89.9 55| 225~24.99 55 57.5~59.9 55
3.0~3.749 60 3.0~3.49 60{ 70.0~79.9 - 60] 20.0~22.49 60| 55.0~57.4 60
3.75~4.99 65 3.5~349 65| 60.0~69.9 65| 17.5~19.99 65} 50.0~54.9 65
50~5.74 70 4.0~4.9 70f 55.0~59.9 70 15.0~17.49 70{ 40.0~49.9 70
5.75~6.99 75 5.0~59 75{ 50.0~54.9 75| 12.5~14.99 75) 32.5~33.,9 75
7.0~8.99 80 6.0~6.9 80| 45.0~49.9 80| 10.0~12.49 80| 25.0~324 80
9.0~10.99 85 7.0~79 85| 40.0~44.9 85| 7.5~9.99 85 20.0~24.9 85
11.0~13’.99 g0 8.0~89 90| 3.05~39.3 90 5.0~748% 90| 15.0~19,9 90
14.0~16.99 95 9.0~9.9 95| 30.0~34.9 95 2.5~4.99 95| 10.0~14.9 95
17.0~ 100 10.0~ 100] ~29.9 100 ~249 100 ~8.9 100
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