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Overview

Expectations for 2010 and Beyond

> Anaemic growth in 2010 after 2009 low point

> Growth dependent on private sector and consumer recovery

> Corporate liquidity aided by 2009’s exuberant bond market and 
impaired banks rolling existing exposures at higher cost

> Companies have conserved cash 

– some equity issuance, cancel share buybacks, reduce capex, some 
reduce dividend, working capital management

> Management action 

> Less fall in profit v. turnover decline as companies cut costs
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Overview (cont.)

> All credit ratings and outlooks based on our 
independent forecasts

– Forecasting the downturn and ‘exit point’

> By FY11e some sectors yet to recover to FY07’s absolute 
profit levels
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Oil Price Dynamics - WTI 
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Oil Consumption Recovery Expected in 2010
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Industrial
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Advertising Spend Downturn:2009 – Eye of the Storm?
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Semiconductors: 2010 – Improved spending? 

Source: SEAJ
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RLCP

Like-for-like (LFL) Sales
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Fitch Forecasts 2009 to 2011
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> Rating focus on the degree to which incremental change in financial 
profile, or decline in business model prospects, leave an issuer
fundamentally weakened by the passage through the recession

Impact of Recession
Illustrative curves (Rating through the cycle)

"Exit" point

Source: Fitch



17

-20

-15

-10

-5

0

Jan 08 May Sep Jan 09 May Sep

Downgrades Downgrade and Negative Outlook

Recent Rating Action

-20

-10

0

10

20

30

40

Jan 08 Mar 08 May 08 Jul 08 Sep 08 Nov 08 Jan 09 Mar 09 May 09 Jul 09 Sep 09 Nov 09
0.0

0.5

1.0

1.5

2.0
Down Affirm Up Average Notches per Monthly Downgrade (RHS)

Rating Actions 2008-09

EMEA IDRs on Watch/Directional 
Outlook, 31 Dec 2009

Cyclical Company Downgrades, 
2008-09 by Issuer, Europe and Asia

-60
-50
-40
-30
-20
-10

0
10

Ind TMT RLCP E/U

(%)
Q409 Neg Q309 Neg Q409 Pos Q309 Pos

Source: Fitch



18

Stabilisation
EMEA Timeline for Estimated Stabilisation of Credit Ratings vs. 
Stabilisation of Company Fortunes

Not including non-cyclical: Food, Beverage & Tobacco, Food Retailing, Telecoms, Aerospace &
Defence, Healthcare, and Utilities
Source: Stabilising Corporate Ratings in Europe and Asia Pacific (Oct 2009)
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Timing of 
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Start period for move from negative bias. Sector should show first sustainable evidence of reaching its (potentially altered) 
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Corporate Liquidity 

> Do corporates have enough RCFs?

> Health of banks

> Refinance Risk   

> Annual Liquidity Study

> Each sub-sector: Liquidity reports
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Corporate Liquidity (cont.)
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> Developed market companies – sufficient liquidity through 2011
– External liquidity: Sufficient 3-5 yr committed Revolving Credit Facilities (RCFs), retained 

cash, accessed the bond market

‘BBB’ and Below (UK)
UK prior study and UK total
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Corporate Liquidity (cont.)
> Emerging market companies – Insufficient liquidity (1-2 years horizon)

– Short-term debt, less sophisticated markets, lack of disclosure, concept of committed 
available lines is less prevalent
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Source: Corporate Liquidity Study, September 2009
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Objectives

> Continue to provide research which states clearly:

– Rating rationale

– Potential triggers of rating movements

> Provide issuers and investors with a deeper understanding of the
rating using:

– Peer analysis

– Comparison of key financial and credit metrics against sector and 
rating medians

– Forward-looking data

> Improve frequency of output 
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Front Page

Front page unchanged 
from current version 
except more focus on 
what could move even 
a stable rating

Note: The draft report presented here is 
intended to be for illustrative purposes 
only
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Peer group analysis to 
allow users to 
understand our overall 
view of a sector, and 
how an issuer 
measures up compared 
to its closest peers

Page 2: Peer Analysis
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Snapshot profile of 
key credit 
considerations vs
peers

Page 2: Peer Analysis
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Page 3: Context and 
Direction

Make clear to issuers and 
investors:

•How the issuer compares to a 
broader peer group based on 
sector/rating

•What expectations we are 
building into the rating
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Page 3: Context and 
Direction

•Key financial and operational 
metrics

•Historical and prospective 
comparisons against sector and 
rating medians

•Prospective cashflow-based 
ratios based on Fitch internal 
forecasts, to provide an 
indication of expected trend 

•Context and key assumptions 
explained
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Criteria Reports

Master Criteria: Corporate Rating Methodology

(November 2009)
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Sector-Specific Criteria Reports

New Sector Specific Criteria Reports to be structured as assessment of 

1. Sector Risk Profile 
– Recognises inherent traits or limitations of the sector. Also indicates 

parameters, rating categories, within which representative companies 
operate. 

2. Company Specific Traits
– Company traits narrow down range within, or potential for position outside, 

the Sector Risk Profile. 

3. Financial Profile
– Financial profile, specific measures, help narrow down to rating level.

4. Other Factors (some overriding) associated with that sector
– Country Ceiling, Economic Regulation, Gov’t Support.
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Example – Deutsche Telekom

Source: Fitch
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Example – Virgin Media
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List of Topical Pieces published during 2009
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> The Long March – Outlook for European Leveraged Credit (Sep09)

> EMEA Corporates Capital Expenditure Update (October 2009)

> Stabilising Corporate Ratings in Europe and Asia (October 2009)
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(December 2009)

> EMEA Emerging Markets Corporate Outlook 2010 (December 2009)
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EMEA Corporates’ 2010 Outlooks


