Figure 1.37. Global Financial Stability Map: Emerging
Market Risks

Adjusted EMBIG Spreads: Emerging Market Sovereign Credit

Actual and Fundamentals Quality: Net Credit Ratings Changes?

Model Estimates’ (12-month rolling sum of net ratings
1500- (In basis points) _upgrades less downgrades) 100

Actual adjusted spreads - 80

40
900-
.20
600 - 0
.......................... -20
300- Fundar{lenta/s -40
model spreads N 60
OIIIIIIIIIII IIIIIIIIIIIIIIIIIII_80
1998 2000 02 04 06 08 1990 95 2000 05 08
Emerging Market Private Sector Median Volatility of Inflation Across
Credit Growth® Emerging Market Countries*
(GDP-weighted average, in percent) (In percent)
35- - 3.0
30 2.5
s
25
2.0
07
1.5
15-
1.0
10-
J
5I 1 1 1 1 1 1 1 1 1 1 1 L 1 1 1 1 1 1 1 1 1 1 1 I05

1996 98 2000 02 04 06 08 1996 98 2000 02 04 06 08

Emerging Market Corporate
Credit Spreads

16- (In basis points) 1200
Sovereign
14 (right scale) 1000

Corporate
(right scale)
Corporate-to-
sovereign ratio
(left scalg)

.
[e)
o
o

4 L L L L L L L

2002 03 04 05 06 07

Sources: Bloomberg L.P.;; JPMorgan Chase & Co.; The PRS Group; IMF, International Financial
Statistics, Credit Suisse; and IMF staff estimates.

Note: Dashed lines are period averages. Vertical lines represent data as of the October 2007 GFSR.

"EMBIG = Emerging Market Bond Index Global. The model excludes Argentina because of breaks in
the data series related to debt restructuring. Owing to the short data series, the model also excludes
Indonesia and several smaller countries. The analysis thus includes 32 countries.

*Net actions of upgrades (+1 for each notch), downgrades (-1 for each notch), changes in outlooks
(+/-0.25), reviews and creditwatches (+/~0.5).

%44 countries.

“Average of 12-month rolling standard deviations of consumer price changes in 25 emerging markets.



