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LONDON ( Standard & Poor's) Nov. 4, 2009--Standard & Poor's Ratings Services
said today that its specul ati ve-grade default rate (by number) anmong Western
Eur opean conpani es increased further in the third quarter of 2009, to a
prelimnary rate of 13.1%for the 12 nonths to end- Septenber 2009.

This default rate falls within the 11.7% 14. 7% range of outcomes that we
projected for the end of the year (see "Leveraged Buyouts Are Fueling Surging
Defaults I n Western Europe,"” published April 8, 2009, on RatingsDirect). Wile
this is an increase on the upwardly revised default rate of 11.4%at the end
of the second quarter of 2009, the pace of increase has slowed. The default
rate accelerated to 9.2%in the first quarter of 2009, fromb5.3%at the end of
2008, representing a 74% i ncrease. The default rate subsequently rose to 11.4%
at the end of the second quarter, a 24%increase, while the latest rise of
13. 1% represents a 15% i ncrease

This means that 96 conpanies in our dataset, with total outstanding
funded debt of €68.9 billion, have defaulted over the past 12 nonths. This
breaks down into 15 publicly rated conmpanies, with total outstanding debt of
€36.4 billion, and 81 private conpanies with credit estinmates, whose
out st andi ng debt anmpunted to €32.5 billion

In our viewit is highly probable that the default rate for this cycle
wi || have peaked in the third quarter of 2009. W base this view on the
econom ¢ stabilization that is evident in Europe, and the banks' success in
strengt heni ng their bal ance sheets, which has inproved the funding options for
the lower-rated corporate credits. W believe it quite likely that the
prelimnary 13.1%third-quarter default rate could be revised upward in com ng
weeks as we receive nore private conpanies' third-quarter performance reports.
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Thereafter, we believe it highly possible that the default rate, particularly
for rated entities, will start to unwind in the fourth quarter of 2009, a
trend that we believe will continue throughout 2010. One inportant reason we
see is that senior |enders are now nmuch nore inclined to reset covenants
rather than inpose the nore radical balance sheet surgery that was nore
evident in the second quarter. W anticipate that the 12-nonth default rate at
year-end will slip back toward 11% 12% This would translate into 12-19
further defaults in the fourth quarter of 2009.

The default rate for the third quarter conbines that of our public
specul ati ve-grade comnpani es (those conpanies with long-termratings of 'BB+
and below) of 10.4%wth the 13.8% rate for our private credit estinates. At
the end of Septenber, 11.2% of the total portfolio (excluding defaults) had a
corporate credit rating or credit estinmate of below 'B-'. The dataset
under pi nni ng our default anal ysis covers 733 corporate specul ative-grade
ratings and credit estimates relating to conpanies based in Wstern Europe.
(Western Europe: EU 27 plus Norway, Switzerland, and |cel and).

Additional Contact:
Industrial Ratings Europe; CorporateFinanceEurope@standardandpoors.com

Standard & Poor's, a subsidiary of The McGawH || Conpani es ( NYSE: VHP) ,
is the world's forenost provider of independent credit ratings, indices, risk
eval uation, investment research, and data. Wth approxi mately 10,000
enpl oyees, including wholly owned affiliates, located in 23 countries and
mar kets, Standard & Poor's is an essential part of the world's financial
infrastructure and has played a |leading role for nore than 140 years in
providing investors with the i ndependent benchmarks they need to feel nore
confident about their investnment and financial decisions. For nore
i nformation, visit ww. standardandpoors. com
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