
 

 



        

 

 

Welcome to the Q1 2014 issue of S&P Capital IQ’s Global Sovereign Debt Report, A Market Driven Perspective.    

This report, produced with the unique credit information needs of investment managers, risk officers and 

Government affiliated institutions in mind, focuses on the implied risk profile – the Credit Default Swap (CDS) 

market’s current perception - of sovereign debt issuers in our global database of 76 countries over the previous 

three months.  

Divided into six sections, the report provides S&P Capital IQ’s proprietary market implied risk rankings together 

with commentary identifying key trends and potential drivers of changes in perceived risk.  The data are designed 

to be used to augment users’ in-house efforts to recognise and understand early indicators of changes in 

sovereign risk profiles.  We believe this information, when used alongside other quantitative metrics and 

qualitative information can be particularly useful in arriving at clearer, longer-term risk assessments.  

The report is broken into six parts, with the first two sections directed at the ten sovereign debt issuers that 

demonstrate the highest and lowest market implied risk as of 31st March 2014, respectively.   Sections three and 

four highlight the five issuers whose CDS spreads tightened and widened the most over Q1 2014.  

In the last two sections, readers will find trends in sovereign issuers’ CDS spreads from a regional perspective and 

regional comparisons, as well as the market implied risk of global sovereign debt issuers based on their five year 

Cumulative Probability of Default (CPD) and five year CDS mid-price as of 31st March 2014.  These final parts of 

the report look specifically at eight regions: the United States & United Kingdom, Western Europe, Emerging 

Europe, Scandinavia & the Nordic Region, the Middle East & Africa, Asia, Australia & New Zealand, and Central & 

South America.   

Our report defines market implied risk as the five year cumulative probability of default, calculated using CDS 

prices compiled by S&P Capital IQ, market assumptions on recovery levels, and an industry standard CDS pricing 

model.  The report and data are collated completely independently of Standard & Poor’s Ratings Services and 

any other qualitative inputs. 



        

 

 



        

 

 

This paper focuses on changes in the risk profile of sovereign debt issuers, with the intention to identify key 
trends and drivers of change. 
 
We have divided world debt risk into eight regions: US & UK, Western Europe, Emerging Europe, Scandinavia & 
Nordic Region, Middle East & Africa, Asia, Australia & New Zealand and Central & South America. In addition to 
identifying themes within each of these regions, macro trends across the sovereign debt sector are also discussed. 
 
All Credit Default Swap (CDS) values contained in the tables and graphs within this document are calculated by S&P 
Capital IQ CDS (formerly CMA Datavision), which provides independent CDS prices intraday and end-of-day based 
on data collected from S&P Capital IQ’s consortium of CDS buy-side firms. S&P Capital IQ CDS specialises in 
consensus-based pricing for over-the-counter credit instruments, including CDS (single name, indices, tranches 
and quantos), Bonds and ABS.  

All spreads shown are five year mid PAR spreads, which is not the normal convention that is quoted in the market. 
CDS quoting conventions vary according to market conditions and conventions, and Par spreads are used as they 
can be computed consistently across all credits allowing for cross comparison.  

Where CDS data for the Sovereign is not available a majority state owned national bank “Proxy” is used to derive 

CDS and consequently the CPD of the country. This is the case for India, for which data for the “State Bank of 

India” is used, and for Tunisia, for which the “Banque Centrale de Tunisie” is used. 

Unless otherwise stated, data is as of the 31st March 2014 close. Record highs are determined by using closing 
values and do not factor in intraday highs. 

 quantifies the probability of a country being unable to honour 
its debt obligations over a given time period. For sovereign CDS, this typically includes the probability of a 
restructuring of debt. Unless otherwise stated, all values are for the five year CPD. CPD is calculated using an 
industry standard model and proprietary credit data from S&P Capital IQ CDS and is based on the price of the CDS 
and recovery assumption.  
 
Reference to ‘risky’ in this report is in terms of the CPD. The CPD number may also include an element of 
devaluation risk if the standard currency for Sovereign CDS is not the domicile currency. 
 

 S&P Capital IQ CDS provides independent, intraday pricing on approximately 1,450 single name 
CDS and CDS Indices. Widely used by traders, risk managers, treasurers and researchers in financial institutions 
across the world, CDS data is available directly from S&P Capital IQ CDS or via our strategic channel partners 
www.cmavision.com/partners/. 

For more information about how S&P Capital IQ CDS can help you effectively monitor and manage your credit 
exposures please contact us at emea-marketing@spcapitaliq.com 

 None 

 None

http://www.cmavision.com/partners/
mailto:emea-marketing@spcapitaliq.com


        

 

 

Based on the CDS market’s current perception of the issuers’ risk profile 
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Based on the CDS market’s current perception of the issuers’ risk profile  

Position Q1 Country 5 Year CPD (%) 5 year CDS Mid (bps) Previous Ranking 

1 Argentina 70.54% 1920.9 1 – No Change 

2 Venezuela 58.91% 1289.9 2 – No Change 

3 Ukraine 45.06% 902.1 4 – Down 1 

4 Pakistan 42.81% 775.1 5 – Down 1 

5 Cyprus 28.96% 386.1 3 – Up 2 

6 Egypt 27.25% 448.8 6 – No Change 

7 Greece 26.67% 453.1 7 – No Change 

8 El Salvador 25.88% 412.5 8 – No Change 

9 Lebanon 24.63% 385.2 12 – Down 3 

10 Tunisia (Proxy) 22.09% 346.5 13 – Down 3 
Source: S&P Capital IQ CDS. For illustrative purposes only. 

Note: For CPD definition see Introduction. 

In Q1 2014, global credit default swaps (CDS) continued the tightening trend of Q4 2013, despite the Russian 
military presence in Crimea, which did not cause a widening of spreads in either Western European CDS or in 
US/UK markets.  However, Russian spreads did widen 30% over the quarter. 

 Argentina remained the most risky sovereign based on market implied risk, with its CDS spreads widening 

10% as the second largest country in Central and South America looks to issue overseas bonds for the first 

time since 2001. 

 The cost of debt protection in Cyprus continued the trend from the Q4 2013, with CDS spreads tightening 

53% ending the quarter at 386bps. 

 Lebanon and Tunisia re-entered the list of the top 10 most risky sovereigns due to Portuguese CDS 

spreads tightening 46% and Serbian spreads, which remained very illiquid, tightening 18%. 
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Based on the CDS market’s current perception of the issuers’ risk profile 

1 Norway 1.21% 13.5 1 – No Change 

2 Sweden 1.45% 16.2 2 – No Change 

3 USA 1.55% 17.5 7 – Up 4 

4 Germany 2.01% 22.5 5 – Up 1 

5 Finland 2.07% 23.2 3 – Down 2 

6 UK 2.13% 23.8 6 – No Change 

7 Denmark 2.15% 23.8 4 – Down 3 

8 Switzerland 2.67% 29.8 8 – No Change 

9 Netherlands 2.89% 32.5 9 – No Change 

10 Austria 3.53% 39.7 11 – Up 1 

Source: S&P Capital IQ CDS. For illustrative purposes only.
 
 Norwegian and Swedish CDS spreads remained virtually unchanged from Q4 2013, retaining their status 

as the least risky sovereigns in terms of 5 year CDS. 

 US CDS spreads tightened to 17.5bps as growth in the world’s largest economy and tapering continue.  

 Japan exited the table of top 10 least risky sovereign credits due to its spreads widening 10bps as fiscal 
stimulus continues to drive the Yen lower in an effort to boost exports. 

 

Source: S&P Capital IQ CDS. For illustrative purposes only.  



        

 

 

Based on the CDS market’s current perception of the issuers’ risk profile 

Cyprus 820.9 386.1 -52.97% 

Portugal 344.2 182.8 -46.89% 

USA 27.5 17.5 -36.30% 

Ireland 119.7 77.9 -34.92% 

Slovenia 227.5 149.2 -34.40% 

Source: S&P Capital IQ CDS. For illustrative purposes only.

 Portuguese and Cypriot CDS spreads tightened significantly in Q1 2014, possibly signalling that their 

economic recovery is on the horizon. 

 Spreads for Ireland 1 year CDS fell to 12bps and the 5 year CDS ended the quarter at 78bps (see history 

graph below). 

Source: S&P Capital IQ CDS. For illustrative purposes only.  
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Based on the CDS market’s current perception of the issuers’ risk profile 

Russia 164.6 214.8 30.50% 

Japan 40.3 49.8 23.53% 

Australia 39.4 44.7 13.35% 

China 80.2 90.6 12.95% 

Venezuela 1149.3 1289.9 12.24% 
Source: S&P Capital IQ CDS. For illustrative purposes only. 

 Russian CDS spreads widened to 215bps as the prospect of sanctions by the US and Western Europe 

threatens economic growth - as well as basic resources and energy, Russia is also used for technology and 

IT outsourcing by the West. 

 Chinese CDS spreads widened 10bps over the quarter as the prospect of slower economic growth looms, 

although it currently remains above 7%. 

  

 

 

 

 

 

 

 

 

 

 

 

Source: S&P Capital IQ CDS. For illustrative purposes only. 
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Based on the CDS market’s current perception of the issuers’ risk profile 

 

 US 5 year CDS spreads tightened to 18bps with concerns about the debt ceiling outweighed by broad 

economic growth, unemployment at 6.6% (the lowest since December 2008) and a continuation of the 

Federal Reserve’s tapering program.  

 UK CDS spreads also tightened, but by a more modest 2bps as the International Monetary Fund predicts 

that the UK economy will top the growth of the G7 countries.  

Source: S&P Capital IQ CDS. For illustrative purposes only 

  



        

 

 

Based on the CDS market’s current perception of the issuers’ risk profile 

 

 On average, Western European CDS spreads tightened a further 21% in Q1 2014, following the 16% 

tightening in Q4 2013, and were unaffected by the hostile situation between Russia and Ukraine 

 The CDS spreads of Cyprus, Portugal, Spain and Greece tightened the most in the region. 

N.B: S&P Capital IQ CDS provides data in the domicile currency (EUR) and the markets implied devaluation risk 

of the EUR/USD Foreign Exchange rate, which is required to price the EUR CDS Spread given he USD Spread. 

Source: S&P Capital IQ CDS. For illustrative purposes only  
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Based on the CDS market’s current perception of the issuers’ risk profile 

 

 Ukrainian CDS spreads ended the quarter at 902bps, 12% wider than at the end of Q4 2013, as it seeks a 
diplomatic solution to the sovereignty of Crimea.  

 CDS spreads in the rest of Eastern Europe were unaffected by the dispute over the sovereignty of Crimea - 
in the region they tightened 5% overall in Q1 2014. 

 Slovakian CDS spreads tightened the most in the region, ending the quarter at 149bps – 34% tighter. 
 Hungarian CDS spreads tightened to 231bps. 

 

Source: S&P Capital IQ CDS. For illustrative purposes only 
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Based on the CDS market’s current perception of the issuers’ risk profile 

 

 CDS spreads in the Scandinavian and Nordic regions remained stable and flat overall in Q1 2014. 

 Icelandic CDS spreads remained stable, with the price movements reflecting very low liquidity in CDS 

Source: S&P Capital IQ CDS. For illustrative purposes only 
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Based on the CDS market’s current perception of the issuers’ risk profile 

 

 CDS spreads in the Middle East and Africa tightened 10% overall, with Dubai, Bahrain and Egypt all 

tightening by approximately 25%. 

 CDS spreads of Dubai tightened to 179bps on hopes that the Expo 2020 event will drive economic 

expansion in Dubai. 

 The cost of debt protection in Israel dropped to below 100bps to end Q1 2014 at 89bps, a level not seen 

since August 2008 (see chart showing Israel 5 year CDS history below). 

 Egyptian CDS spreads ended the quarter at 449bps, 7.48% tighter than Q4 2013, as Fitch Ratings removed 

its negative outlook on the credit rating on the country’s Long Term Foreign Currency debt.  

Source: S&P Capital IQ CDS. For illustrative purposes only 



        

 

 

                                                            

Source: S&P Capital IQ CDS. For illustrative purposes only 
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Based on the CDS market’s current perception of the issuers’ risk profile 

 

 Indian and Indonesian CDS spreads tightened the most in the region, ending the quarter approximately 

22% tighter. 

 The cost of protection for Chinese Government debt widened 10bps to 91bps over the quarter as the 

World Bank reduced its growth forecasts. 

Source: S&P Capital IQ CDS. For illustrative purposes only 

 

 



        

 

 

Based on the CDS market’s current perception of the issuers’ risk profile 

 

 Australian and New Zealand CDS spreads widened around 5bps over the quarter, in line with the 

percentage widening of Chinese CDS spreads, a country that is an important trading partner for these two 

commodity rich countries. 

Source: S&P Capital IQ CDS. For illustrative purposes only 



        

 

 

Based on the CDS market’s current perception of the issuers’ risk profile 

 

 Emerging market stock markets came under pressure in Q1 2014 but CDS prices in Central and South 

America tightened 5% overall. The tightening of Panama and Peruvian CDS spreads were offset by the 

widening of Argentinian and Venezuelan spreads. 

 Brazilian CDS spreads tightened 22bps to 170bps as the country prepares for the Football World Cup later 

this year. 

 Chilean CDS spreads remained the tightest in the region, ending the quarter at 79bps. 

Source: S&P Capital IQ CDS. For illustrative purposes only  
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Based on the CDS market’s current perception of the issuers’ risk profile 

Argentina 70.5% 1920.87 

Venezuela 58.9% 1289.9 

Ukraine 45.1% 902.06 

Pakistan 42.8% 775.1 

Cyprus 29.0% 386.08 

Egypt 27.2% 448.8 

Greece 26.7% 453.1 

El Salvador 25.9% 412.52 

Lebanon 24.6% 385.21 

Tunisia (Proxy) 22.1% 346.47 

Serbia 21.6% 335.2 

Iraq 20.5% 322.8 

Croatia 20.2% 308.55 

Costa Rica 17.9% 272.9 

Vietnam 17.8% 211.13 

Iceland 16.4% 195.6 

Nigeria 15.9% 243.9 

Hungary 15.5% 231.48 

Portugal 15.4% 182.83 

Indonesia 14.8% 172.97 

Republic of India 14.6% 215.9 

Guatemala 14.5% 218.17 

Turkey 14.4% 214.22 

Russia 14.3% 214.77 

Algeria 13.7% 205 

Morocco 13.7% 203.75 

South Africa 12.9% 190.32 

Kazakhstan 12.3% 180.71 

Dubai 12.3% 178.67 

Bahrain 11.9% 173.82 

Brazil 11.7% 169.7 

Romania 11.6% 168.7 

Italy 11.3% 131.54 

Thailand 10.8% 125.05 

Uruguay 10.7% 154.6 

Slovenia 10.3% 149.23 

Lithuania 9.3% 134.5 

Philippines 9.0% 103.44 

Spain 8.9% 102.47 

Malaysia 8.7% 99.51 

Latvia 8.7% 124.65 

Bulgaria 8.6% 123.6 

China 8.0% 90.64 

Peru 7.8% 112.09 



        

 

 

 

Colombia 7.6% 108.83 

Ireland 6.8% 77.88 

Panama 6.8% 96.59 

Israel 6.3% 89.46 

Mexico 6.3% 88.67 

Chile 5.6% 79.43 

Korea 5.4% 60.88 

Slovakia 5.2% 72.77 

Poland 4.8% 67.84 

Qatar 4.6% 64.39 

France 4.4% 49.06 

Hong Kong 4.2% 47.8 

Czech Republic 4.1% 57.78 

Japan 4.1% 49.8 

Australia 4.0% 44.66 

New Zealand 3.9% 43.81 

Abu Dhabi 3.8% 53.47 

Belgium 3.8% 42.88 

Saudi Arabia 3.7% 52.24 

Austria 3.5% 39.7 

Estonia 3.5% 49.2 

Netherlands 2.9% 32.46 

Switzerland 2.7% 29.8 

Denmark 2.1% 23.84 

UK 2.1% 23.79 

Finland 2.1% 23.17 

Germany 2.0% 22.51 

USA 1.5% 17.52 

Sweden 1.5% 16.18 

Norway 1.2% 13.52 



        

 

 

S&P Capital IQ, a business line of McGraw Hill Financial (NYSE:MHFI), is a leading provider of multi-asset class data, research 

and analytics to institutional investors, investment advisors, universities, consultants, and financial and quantitative analysts 

around the world. We provide a broad suite of capabilities designed to help you track performance, broaden your research 

and support your analysis and investment ideas. Through leading desktop solutions such as Capital IQ and Global Credit 

Portal, enterprise solutions such as Compustat, S&P Securities Evaluations and Global Data Solutions, S&P Capital IQ sharpens 

financial intelligence into the wisdom today’s investors need. For more information visit: www.spcapitaliq.com.  

(Formerly CMA Datavision).  
Following the acquisition of CMA in 2012, S&P Capital IQ CDS offers independent pre & post-trade pricing, with deep 

capabilities and broad asset class coverage for fixed income and OTC derivatives. To date S&P Capital IQ provides:  

 CDS – 1,500 intraday single name and index curves, plus 200 rating sector benchmark curves 
 Corporates, Sovereigns and Loans - 275,000+ evaluated prices and pre and post trade prices 
 Structured Finance and US Municipal Bonds – Over 3.2 Million daily evaluated prices  

If you have questions or comments about this report, or wish to learn more about the products 
and services that S&P Capital IQ offers, please contact us: 
 

20 Canada Square 
London 
E14 5LH 
UK 
+44 (0)20 7176 7176 

55 Water Street 
New York 
NY 10004 
USA 
+1 212 438 4350 

Phone: +44 (0)20 7176 6575 
Email: emea-marketing@spcapitaliq.com 

   

http://www.spcapitaliq.com/
mailto:emea-marketing@spcapitaliq.com
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user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, 

INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR 

USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE 

UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no 
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of such damages. 

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date 

they are expressed and not statements of fact or recommendations to purchase, hold, or sell any securities or to make any 

investment decisions. S&P assumes no obligation to update the Content following publication in any form or format. The 

Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, 

employees, advisors and/or clients when making investment and other business decisions.  S&P’s opinions and analyses do 

not address the suitability of any security. S&P does not act as a fiduciary or an investment advisor except where registered 

as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and 

undertakes no duty of due diligence or independent verification of any information it receives. 

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and 
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S&P provides a wide range of services to, or relating to, many organizations, including issuers or underwriters of securities or 

obligors, investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries.  As 

a result, S&P may receive fees or other economic benefits from organizations whose securities or services it may 

recommend, analyze, rate, include in model portfolios, evaluate, price or otherwise address.  
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