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S@E Sovereign and Public Sector ratings

Strengthening of coverage ratio of EU
sovereigns/public entities against that
of the US-3 agencies — reaching 2" of
the European Union

Coverage of EU sovereigns and public-finance
issuances, top 4 CRAs, % of total number of

outstanding issuances

Source: ESMA, “Report on CRA Market Share Calculation”, 15 December 2022 (% of the total number of EU
sovereign and public entity instruments (ISINs) that have at least one rating assigned by a CRA registered in the EU
rated by each CRA), ESMA supervisory data as of 30 September 2022.
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https://www.esma.europa.eu/sites/default/files/library/esma80-416-1564_report_on_cra_market_share_calculation_2022.pdf
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score Overview: Sovereign and Public Sector ratings

» Sovereign ratings and research

* 39 sovereigns rated publicly, covering 100% of EU debt issuers, and ~75% of world’s sovereign debt (at issuer level)

* First major agency to include ESG as stand-alone sovereign ratings methodological pillar, first agency to withdraw Russia credit rating

* Presents alternative ratings conclusions: US (AA), Italy (BBB+), Ukraine (CC); releases market-leading research

» Supranational ratings

* Public ratings on seven major European supranationals; only European credit rating agency mandated by the European Union

» Sub-sovereigns, government-related entities (GRE), and U.K. university ratings

*  Four sub-sovereigns rated publicly; additional German, Italian, Spanish and Swiss sub-sovereign ratings available on subscription

* Inaugural GRE methodology introduced in 2018; published methodology for rating of UK social housing associations (2021)

. | Geography | | Type | ]
- # of issuers
27 18 39 6 45
6 1 7 0 7
31 0 4 27 31
13 0 4 9 13
0 3 0 3 3
UK. universites | 0 15 0 15 15
77 37 54 60 114

Ap ril 2023 * Refers to GRE issuers rated under the top-down GRE methodological approach only.


https://www.scoperatings.com/ScopeRatingsApi/api/downloadmethodology?id=01508950-119c-4ab5-9182-54fffdc1003f
https://www.reuters.com/article/ukraine-crisis-russia-ratings-idINL2N2VK36N
https://ec.europa.eu/info/news/european-commission-mandates-scope-rate-its-creditworthiness-2022-jun-23_en#:~:text=The%20European%20Commission%20is%20currently,stable%20unsolicited%20rating%20by%20DBRS.
https://www.scoperatings.com/#!search/research/detail/167820EN

A

SCOPE
hd

» Scope’s public sovereign ratings*, as of 17 April 2023

Austria
Belgium
Croatia
Cyprus
Estonia
Finland
France
Germany
Greece
Ireland
Italy
Latvia
Lithuania

Luxembourg

Malta
Netherlands
Portugal
Slovakia
Slovenia
Spain

Euro area

AAA/Stable
AA-/Stable
BBB+/Stable
BBB/Stable
AA-/Stable
AA+/Stable
AA/Stable
AAA/Stable
BB+/Positive
AA-/Positive
BBB+/Stable
A-/Pos.
A/Pos.
AAA/Stable
A+/Stable
AAA/Stable
A-/Stable
A+/Negative
A/Stable
A-/Stable

EU

Sovereign ratings

Bulgaria
Czech Rep.
Denmark
Hungary
Poland
Romania
Sweden

v Public coverage of 39 sovereigns

Europe

Non-euro area

BBB+/Stable
AA/Negative
AAA/Stable
BBB/Stable
A+/Negative
BBB-/Stable
AAA/Stable

Other western Europe

Norway
Switzerland
UK

v' Covering 100% of EU issuers

AAA/Stable
AAA/Stable
AA/Stable
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*Foreign-currency long-term issuer ratings.
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S@E Sovereign ratings: ESG as an independent ratings pillar

» Scope’s 5 sovereign risk categories

ESG Risk

(20%)

» Explicit and transparent assessment of ESG-related sovereign credit risk

0~0
EE ] . . O . . @ .
Environmental risks “»  Social risks Governance risks

* Transition risks: economic (structural changes) and fiscal * Demographics: challenges to growth, fiscal * Rule of law, corruption, accountability,
costs of transition towards low(er) carbon economies and inflation developments governance effectiveness, political

* Natural disasters: economic and fiscal costs from increased * Income inequality: social mobility, human stability, regulatory quality
incidence and severity of natural disasters capital formation, social conflicts and

* Resources: constraints depending on SIATCR
consumption/production patterns, * Labour force participation: critical for
availability/substitutability of resources growth potential and favourable labour

market dynamics

April 2023 6
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s@E Sovereign ratings vs ESG drivers: long-term rating implications?

Potential rating challenges and opportunities from ESG trends

Notches

mE S G ESG

Middle East
CEE - EU
CEE - Other
CIS+

Asia

Euro area
Anglosphere
Nordics & CH
LatAm
Caribbean
Africa

Source: Scope Ratings GmbH. Scores are based on Scope’s core variable scorecard, which is the first step for determining an indicative
sovereign rating. For more details, please visit www.scoperatings.com.

April 2023

Implied ratings: African sovereigns could benefit from
demographic and environmental opportunities, while the
Middle East and CEE are most exposed to ESG-risks.

Environment: transition risks represent a big challenge for
the Middle East. Anglosphere countries face greater

environmental challenges than the euro area.

Social: ageing populations could be a drag on the long-term

credit outlooks of the euro area, Anglosphere and CEE.

Governance: governance risks represent a big challenge for
all regions of emerging economies, underscoring the need to

strengthen institutions.


http://www.scoperatings.com/

Natural disaster risks

SCOPE CEE: Environmental and Social risks

Physical and transition risks
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s@E Growth Outlook

Real GDP growth rates, %
* Growth Outlook to remain challenging in 2023 and 2024
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Source: IMF WEO, Scope Ratings GmbH.
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SCOPE Inflation

Inflation rates, 22, 23 and 24

F%

25 * Inflation set to decelerate in 2023 but likely to miss
20 targets in 2023-24
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Source: IMF, Scope Ratings GmbH.

April 2023 11
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score| Monetary policy remains tight

Monetary Policy rates, %
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* Tight monetary policy since 2022
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score | External borrowing will cover the current account deficit

Current account and NIIP 2022, %

NIIP 2022, %
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Source: IMF WEO, Scope Ratings GmbH.
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Source: IMF WEO, Scope Ratings GmbH.

* Current account deficits increased in 2022 due to higher energy bills and weak exports

April 2023
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SCOPE Public finances overview

Debt to GDP, % Government budget deficit, % of GDP
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* Fiscal policy turns expansionary again in 2023
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S@E Enhanced EU fund absorption key for growth prospects

Estimated and requested grants & loans from Recovery and Resilience Facility, EUR bn

Total grants allocated Grants disbursed Total loans Loans disbursed Total allocation as Grants and loans
allocated share of 2021 GDP disbursed, % of total

Bulgaria 6.3 1.4 0.0 0.0 9.2 22.2
Croatia 6.3 2.2 0.0 0.0 11.0 34.9
Czech Republic 7.0 1.8 0.0 0.0 3.0 25.7
Estonia 1.0 0.1 0.0 0.0 3.2 10.0
Hungary 5.8 0.0 0.0 0.0 3.8 0

Latvia 1.8 0.4 0.0 0.0 5.6 22.2
Lithuania 2.2 0.3 0.0 0.0 4.0 13.6
Poland 23.9 0.0 11.5 0.0 6.2 0

Romania 14.2 3.6 14.9 2.7 12.2 21.6
Slovakia 6.3 1.9 0.0 0.0 6.5 30.2
Slovenia 1.8 0.2 0.7 0.0 4.8 8.0

Source: European Commission, Recovery and Resilience Scoreboard

April 2023 16
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score, CEE: improving institutional quality key for longer-run economic outlook

Worldwide Governance Indicators, averages
CEE-11 vs Germany, France
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Source: World Bank, Scope Ratings GmbH; WGI scores range from around -2.5 (weakest) to 2.5 (strongest); dividing line for the
x-axis relates to 2021 average score for CEE-11 among six WGI

April 2023

Diverging institutional developments: institutional quality
has declined in Poland and Hungary since 2015 but improved

in the Baltic states.

EU funds & ‘Rule of Law Conditionality’: the disbursement
of EU funds is tied to respect for rule-of-law standards. EU
funds account for a crucial share of public investments in the
CEE-11.

Importance of institutional robustness: CEE governments’
ability to enhance labour force participation, productivity
and capital markets is the key to address structural

challenges.

17
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S@E Enhanced EU fund absorption key for growth prospects

Institutional quality & EU fund implementation Rule of law
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Source: World Bank, European Commission, Scope Ratings GmbH; EU fund implementation as of 30/06/2021; WGl scores

range from around -2.5 (weakest) to 2.5 (strongest); bubble size relative to RRF grants & loans, % of 2020 GDP. Source: World Bank, Scope Ratings GmbH; scores range from around -2.5 (weakest) to 2.5 (strongest).

*  Weak progress of EU fund absorption may signal broader *  The rule of law declined in Hungary and Poland to the levels of
difficulties to invest public funds efficiently Romania

April 2023 18
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score| Overview: Scope at a glance
h_d

Registered credit 240+

rating agency
employees
ESMA accreditation in 2012

(European Securities and Markets Authority) entrepreneurial culture

serving EC B

~3 50 institutional
investors Coverage requirements

with total assets under for ECAF status met in

management of ~ € 49tn 2018

April 2023

Pan-European

Berlin - London - Madrid -
Frankfurt - Milan - Paris - Oslo

The largest
European rating
agency

Internal Document
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Headquarters

BERLIN

Lennéstrale 5
D-10785 Berlin

Phone +49 30278910

Central & Eastern Europe
FRANKFURT AM MAIN
Eurotheum Neue

Mainzer StraRRe 66-68
D-60311 Frankfurt am Main
Phone +49 69 66 77 3890

HAMBURG
FerdinandstrafRe 29-33
D-20095 Hamburg

Phone: +49 40 60 77 812 00

WWWw.scopegroup.com
WWw.app.scope-one.com
WWw.scope-one.com
www.scoperatings.com

April 2023

Northwestern Europe
LONDON

52 Grosvenor Gardens
London SW1W 0AU
Phone +44 20 3457 0444

Nordics & Baltics
OoSsLo

Karenslyst allé 53
N-0279 Oslo

Phone +47 21 62 31 42

Western Europe

PARIS

23 Boulevard des Capucines
FR - 75002 Paris

Phone +33 6 62 89 3512

www.scoperisksolutions.com

www.scopeanalysis.com
www.scopeinvestors.com

www.scopeexplorer.com

Southern Europe
MADRID

Edificio Torre Europa
Paseo de la Castellana 95
E-28046 Madrid

Phone +34914 186 973

MILAN

Regus Porta Venezia

Via Nino Bixio, 31

20129 Milano Ml

Phone +39 02 8295 8254
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Scope SE & Co. KGaA is the holding company of Scope Group and the leading EU-based provider of independent ratings, research and risk analysis
solutions across all asset classes. The Scope Group is based in Berlin and has offices in Frankfurt, London, Madrid, Milan, Oslo and Paris. The Scope
Group has five fully-owned operating companies:

Scope Ratings

The leading European credit
rating agency, offers clients
opinion-driven, forward-
looking and non-mechanistic
credit risk analysis and
contributes to a greater
diversity of opinions for
institutional investors. Scope
Ratings is a credit rating
agency registered in
accordance with the EU rating
regulation and operating in the
European Union with External
Credit Assessment Institution
(ECAI) status.

April 2023

Scope Risk Solutions

a provider of high-quality
credit risk solutions, enabling
market participants to
measure and manage credit
risk, providing capabilities to
extend their credit workbench,
and helping them to meet
regulatory requirements.
Scope Risk Solutions’ approach
is fully aligned with Scope
Ratings’, incorporating the
same European perspective as
well as quantitative and
qualitative consistency.

Scope Analysis

specialises in the analysis and
rating of mutual funds,
alternative investment funds,
asset management companies
and certificate issuers. Scope
Analysis offers opinion-driven
and forward-looking risk-
return research and monitors
risks on an ongoing basis.

Scope Investor Services

supports institutional investors
with the selection of asset
managers, funds and provides
portfolio strategies for indirect
investments. According to
quantitative and qualitative
criteria, funds from all asset
classes, investing in securities
and real assets, are considered
in the selection process.

Scope Insights

specialises in the preparation
and distribution of market
studies and comparative
analyses in the field of
investments, with a focus on
commenting on and assessing
the markets for bank bonds,
corporate bonds and debt
securities issued by public-
sector issuers.

22



scoprE| Disclaimer

“Scope Group” or “Scope” refers to the holding company “Scope SE & Co. KGaA” and its subsidiaries
“Scope Ratings GmbH” or “Scope Ratings”, “Scope Risk Solutions GmbH” or “Scope Risk Solutions”,
“Scope Analysis GmbH” or “Scope Analysis”, “Scope Investor Services GmbH” or “Scope Investor
Services” as well as “Scope Insights GmbH” or “Scope Insights”, all headquartered in LennéstralRe 5, D-

10785 Berlin, Germany. All entities are referred to as “Scope” hereinafter.

This presentation contains data and information of all types, which are subject to copyright and/or
trademark laws in favour of “Scope” or in individual cases also in favour of third parties and/or

” o«

companies. The latter is, especially, the case where in terms of i.e. “selected key clients”, “mandates”
and/or “track record” the name of the respective (ex-)client of Scope and its trademark and/or

company logo is shown for informative and promotional purposes.

This presentation does not purport to be exhaustive and does not assume any liability for its
correctness. Scope therefore does not make any representations or guarantees for the correctness

and completeness of the information provided in the presentation.

The information and data supporting Scope’s products as i.e. reports, research, opinions in general
and, especially, ratings, rating reports, rating opinions and related research and credit opinions
originate from sources Scope considers to be reliable and accurate. Scope cannot, however,

independently verify the reliability and accuracy of the information and data.

Scope’s products as i.e. reports, research, opinions in general, and, especially ratings, rating reports,

”

rating opinions, or related research and credit opinions are provided “as is” without any

April 2023
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representation or warranty of any kind. Ratings and other related credit opinions issued by Scope are,
and have to be viewed by any party, as opinions on relative credit risk and not as a statement of fact or
recommendation to purchase, hold or sell securities. Past performance does not necessarily predict

future results.

Any report issued by Scope is not a prospectus or similar document related to a debt security or issuing
entity. Scope issues credit ratings and related research and opinions with the understanding and
expectation that parties using them will assess independently the suitability of each security for

investment or transaction purposes.

Scope’s credit ratings address relative credit risk, they do not address other risks such as market,
liquidity, legal, or volatility. Scope is not liable for any losses, claims, damages, costs or injury
(including, without limitation, legal fees) of whatever nature arising from or in connection with (i) any
incomplete, inaccurate or out-of-date information and/or documentation provided to Scope, and/or

(i) any information and/or documentation provided to Scope without authorization.

Scope also assumes no liability for the information underlying the sources of third parties to which this

presentation refers to at the affected point of the presentation described therein as “source”.

This document does not constitute an offer. All the prices indicated are subject to VAT at the prevailing

rate.

If you should have any further questions on the topics discussed here, please contact Scope Group,
LennéstralRe 5, 10785 Berlin, Germany, Phone +49 30 27891-0.
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