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11Insurers
» MBIA's Settlement with Bank of America is Credit Positive

NEWS & AS
Corporates

» Crestwood-lnergy Merger Expands Midstream Companies’ 
Scale, Offerings and Reach

» Nord Anglia Education Acquires WCL Group, a Credit Positive 

infrastructure

» PG&E's $2,25 Billion Penalty Recommendation Is, ironically, 
Credit Positive

Banks

» GSE Debate Will Grind Reform to a Halt, a Credit Positive for 
Bondholders

» Bank of America Settlement with MBIA Is Credit Positive

» Spanish Banks' increased Transparency on Loan Refinancings 
Helps Creditors Assess Risk

2
13Asset Managers

» Man Group's Plan to Extinguish All Outstanding Debt Is Credit 
Positive

155 Sovereigns

» Malaysia's Election Outcome Assures Country's Pro-Growth 
Policy and Supports Petronas

. » (Bangladesh Strikes and Factory Disasters Are Credit Negative
6 '

_ 1Y > , 1 , , „ „
» Articles in Last Monday’s Credit Outlook 
>5 Go to Last Monday's Credit Outlook

18

'1
Click here for 'Weekly Market Outlook, our sister publication containing 
Moody's Analytics' review of market activity, financial predictions, and 
the dates of upcoming economic releases.
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The Increased and integrated operations of the combined company will encompass a diverse set of 
operations, consisting of gathering and processing and compression assets, natural gas storage and 
transportation, and crude and supply logistics for natural gas liquids.

s

me

We expect to see Crestwood benefit from, the proposed merger, creating a larger and diversified combined 
company, which it will control. The new entity should bring in EBITDA of more than $‘450 million, this 
year, with leverage that will gradually decline over dine.

MOODY’S CREDIT OUTLOOK 3 MAY 20132
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NRGY and NRGMi for the units it would hold to service its debt, which will be structurally subordinated
to the debt at CMLP, NRGM and NRGY. NRGM plans to increase the size of its secured revolver after the 
merger closes, when the combined company pays off CMLP’s current secured revolver.
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Margaux Pery
Analyst
+44 20,7772,5628
margaux.pery@moodys.com

metrics.

However, the company’s four schools in China will continue to contribute more than 50% of EBITDA 
after it acquires WCL, leaving Not'd Anglia Education exposed to expatriate flows in China given, that 
nearly all die students at those four schools are expatriates.
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Infrastructure

PG&E's $2,25 Billion Penalty Recommendation Is, Ironically, Credit Positive
Toby She-*
Vice Pres 
+1.212,5
toby.shedcgimuuuyb.Lum Last Monday, after more than two years of investigation of the 2010 San Bruno, California, pipeline 

explosion, the California Public Utilities Commission's (CPUC) Consumer Safety and Enforcement
stable) be penalized $2,25

billion in unrecoverable costs applied coward improving the safely of its pipeline systems.

for

PG&E.

o

credit quality.

being regulated.
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Banks
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BAC’s credit profile remains constrained by its sizable unresolved exposure to repurchase claims on private- 
label mortgages and by other litigation matters, BAC’s earnings ate tinder pressure on a variety of fronts, 
and we believe they are likely to remain weak until more of these matters arc resolved.

BAG agreed to pay $1,6 billion in cash to MBIA and to cancel existing credit default swap (CDS) contracts 
with MBIA that we believe BAG valued at $1.3 billion at year-end 2012.1 BAG is also surrendering the 
senior MBIA notes ft purchased at tender in December/ In exchange, BAG is receiving five-year warrants to 
purchase up to 9.94 million shares of MBIA’s common stock at an exercise price of $9.59 per share. BAG is 
also providing a $500 million three-year senior secured line of credit to MBIA Insurance Corporation 
(financial strength Caa2 review for downgrade).

by

BAG is awaiting court approval of a settlement with The Bank of New York Mellon as trustee that covers 
slightly more than half of that pool ($409 billion original principal balance of first-lien mortgages originated 
and securitized by Countrywide Financial Corporation). A court hearing is scheduled to begin 30 May. If 
the BNY settlement is not approved, BAC would remain exposed to repurchase claims on those mortgages, 
although the $8.5 billion in repurchase reserves set: aside for the BNY settlement would still be available to 
cover any such claims.

trustees.

BAC’s 2012 10-K reported $1.3 billion of exposure to a single unnamed monoline counterparty with which BAC also had 
potential representations and warranties exposure,

3 Under US GAAP. BAC is requited to record the settlement-related charges as a part of its first quarter results because the settlement 
occurred before BAC filed its 10-Q.
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Spanish Banks' Increased Transparency on Loan Refinancings Helps Creditors Assess
Risk

The Bank of Spain’s new regulatory initiative follows its 2012 requirement*1 that banks publish the volume 
of loans whose terms and conditions were modified when the borrower was unable to meet its debt 
obligation.

4 Circular 6/2012,
Substandard loams arc performing loans that are under surveillance because of their risky characteristics.5

9 MAY 2013MOODY’S CREDIT OUTLOOK8
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NEWS & AW
Credit implications of cun CJ Si C?C!?U

Spanish Loan Rel

Refinancings 
Classified as

Doubtful Total Gross Loans

Percent 
Refinancing! 
Gross Loans

25,55%€12 €15,1Caja 3
24,64%1.5 322Banco Marenostrum

2,5 4.7 33,6 2236%NCC Banco 7.5 0.4

Catalunya Banc 45,3 13,66%8,4 1.9 2.6 3.9

16,80%Ibercaja Banco 3.7 0.5 1.0 31.05,2

15,56%Banco De Valencia 1.1 0.7 12.92.0 0.2

14.25%Liberbank 34.11.4 0.8 2,64.9

146.3 13.33%BFA Group 19.5 7.2 3.3 9,0

12.38%Banco Sabadell 7.2 1.6 5.7 117.319.5

11.91%Banco Popular 7.7 1.4 5,0 117.914.0

1.0 29.7 11.64%Unicaja 3.5 1.6 0.8

3.5 9.17%10.7 6,3 222.7La Caixa Group ,20.4

8.12%Caja Laboral 17.41.4 0.6 0.2 0.6

7.89%367,4BBVA 29.0 12.0 8.4 8.6

7.47%Banco Santander 15.3 18.2 746.055,7 22,2

6,64%Kutxabank 1.7 0.8 42.62.8 0.3

Bankinter 44,5 3.08%0.8 0.1 0,51,4

1,64%59,1Santander
Consumer

1,0 0.4 0.3 0,3

9.60%Total € 44.1 €71.6 € 2,115.1€203,0 € 87,3

Source: Banks' 2012 annual reports (consolidated)

0

6 The 10% general provisioning requirement applies to ail types of loans except those related to real estate developments, for which 
the provisioning requirement is higher, at 35%-8Q% depending on the type of property underlying the real estate project,

9 MAY 2013MOODY'S CREDIT OUTLOOK9

SB GT&S 0475491



by 30 September.
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Insurers

ifyst

!

Although the settlement is positive for the group, material risks remain for MBIA Corp., which had 
approximately $21,7 billion of below-investment-gradc insured exposures at the end of 2012, excluding the 
exposures with BA.C, Our continuing rating review of MIMA will consider the potential losses of its 
remaining insured exposures and their risks to National and MBIA.

from the settlement proceeds.

;y.

end 2012.
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Asset Managers

Soo Shin Kobberstad
Vice President - Senior Analyst 
+44.20.7772.S214
soo.kobberstad@moodys.com

s

In its interim management statement last Friday, Man Group stated that it intended to use cash as follows:

Buy back all of the €.216 million senior 2015 fixed-rate bonds on 7 May

Buy back up to all of die $232 million 'Her 2 subordinated 2017 fixed rate bonds by 14 June, subject to 
bondholder consent:

Redeem all of the $168 million Tier 2 subordinated 2015 floating-rate notes at the next call date on 24 
June

Redeem all of the $174 million senior 2013 fixed-rate bonds on i August

Redeem all of the $300 million Tier 1 perpetual subordinated capital securities at the next call date on 7 
August

s

1
a

his
nately

7 Under Basel IT!, regulatory-compliant capital will be subject to equity conversion or a principal write-down at the point of non
viability or dose to it, upon :t regulatory capital trigger breach.
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of funds under management at the beginning of the quarter. Man Group continues to face challenges in its
business, which include the persistent decline in funds under management to $54.8 billion, in March 2013 
from $75.6 billion in March 2008 despite gains from acquisitions; reduced revenues to $13 billion for the 
12 months ended December 2012 from $1.7 billion a year earlier; and EBITDA that fell to $460 million in 
2012 from $2 billion in 2008.
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Sovereigns

Malaysia's Election Outcome Assures Country's Pro-Growth Policy and Supports 
Petronas

Simon Wong
Vice President - Senior Analyst 
+65,6338,8322
sirnori, wong@moodys.com
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1

With Petronas In particular, the threat of an increased royally payout and 'the redistribution of oil profits in 
the form of lower petrol prices would likely have resulted in a material deterioration in its credit profile.
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Vice President - Senior Analyst
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Strikes and industrial incidents have yet to result in any 'visible effect on exports, which were up 10.2% for 
the nine months ended March 2013 versus die same period a year earlier. Foreign direct investment, which 
was already low at 0.9% of GDP in fiscal 2012 versus the Ba median of 2.3%, will likely decrease further in 
such an uncertain operating environment.

While the damage from the unrest could still be contained through a mix of policy measures and political 
consensus, prolonged tensions would weigh on the credit profile.
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NEWS & Ai CREDIT IN DEPTH
Venezuela's Close Election Signals Rise in Borrowing, Civil Unrest 20

Nicolas Maduro’s narrow victory in Venezuela's presidential 
election on 14 April will deprive him of the mandate he needs to 
assure governability in a highly polarized environment. In 
addition, it will increase pressure on the government to ramp up 
borrowing in order to address rising public dissatisfaction 
reflected in the election results. Moreover, with the opposition 
disputing the results and increasingly confrontational political 
rhetoric corning from both sides, there is a risk of civil unrest.

Corporates
» Pfizer Continues to Study Splitting in Two, a Credit Negative 
» Sinclair's Equity Offering is a Credit Positive Alternative to 

Finance Acquisitions

2

itive

Banks
» Government Deposits Underpin Qatari Banks’ Funding Base, 

a Credit Positive

Insurers

» INC US Initial Public Offering Is Credit Positive 
» Highmark-WPAHS Affiliation Is Negative for Highmark, 

Positive for WPAHS
» Ontario’s Plan to Cut Auto Premiums Is Credit Negative for 

Canadian Insurers

9

RATINGS & RESEARCH
ii Rating Changes

Last week we downgraded Halcon Resources, j.C. Penney, BRE 
Bank, BRE Bank Hipoteczny, Commonwealth Annuity and Life 
Insurance, First AUrnerita Financial Life Insurance, Factor Banka, 
Highmark Health Services, OJSC 1C Allianz, SID banka, and 
Slovenia, and upgraded the Mexican state of Zacatecas, the 
Mexican municipality of Benito Juarez and 21 US ARM RMBS, 
among other rating actions.

23

Sovereigns

» Persistent Delays to Fuel Subsidy Reductions Are Credit 
Negative for Indonesia

US Public Finance

» Tennessee’s Pension Reform Will Lower Costs and Liability 
Growth, a Credit Positive

16

Research Highlights 32
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