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CEE and CIS Countries Could be affected by 
Possible Euro Area Economic Shocks, Albeit to 
Varying Degrees  
 

Summary  

» The purpose of this report is to assess the potential short- to medium-term effects of 
further negative economic shocks from the euro area on some economies in Central and 
Eastern Europe (CEE) and the Commonwealth of Independent States (CIS). We 
examine  three possible channels of transmission – trade, foreign direct investment and 
bank flows –by using the econometric technique of Vector Auto Regression (VAR). The 
report does not speculate on the likelihood of further economic shocks occurring or on 
how these may materialise.  

» As part of this analysis, we have grouped CEE and CIS economies into three categories to 
take account of the different levels of institutional integration with the euro area: (1) the 
EU member states in the CEE that are not members of the euro area, (2) EU accession 
countries in the CEE, and (3) economies in the CIS that are often referred to as the EU’s 
“Eastern Neighbourhood”.  

» We conclude that economies in the CEE and, to a lesser extent, in the EU’s Eastern 
Neighbourhood could potentially be negatively affected by further economic stress 
emanating from the euro area, given the numerous linkages and therefore also 
transmission channels between these economies and the euro area. Specifically, with the 
help of the VAR technique we have arrived at the following estimates of the likely extent 
to which the three categories of CEE and CIS economies might be affected:  

» Not surprisingly, the CEE region’s EU economies that are not members of the euro area 
have a high average sensitivity and would be significantly affected by euro area 
developments. 

» EU accession countries would also be affected, although there is a significant variation 
among them.  

» While the economies in the EU’s Eastern Neighbourhood are the least exposed  compared 
with the other two groups, they would nevertheless be affected by euro area shocks, 
despite the absence of the more comprehensive integration frameworks that are available 
to EU and accession countries.  
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» Debt ratings currently assigned to sovereign governments covered by this report reflect our current 
economic forecast for the euro area, which calls for a slight contraction in 2012 and weak recovery 
next year.  Although not our central scenario, this report suggests that a deep and prolonged 
contraction in the euro area following an intensification of  the current crisis would likely have 
negative rating implications for some countries in the CEE region and possibly in the CIS. Rating 
implications arising from such a situation would ultimately be a function of each country’s shock 
absorption capacity, fiscal position and debt profile, as well as the effectiveness of the country’s 
policy response to manage the economic and financial pressures that would arise from a severe 
economic disruption in the euro area. 

The euro area crisis and CEE and CIS economies     

Our Assessment of the Euro Area Crisis So Far  

As stated on 5 July 2012, our opinion1 on the ongoing euro area crisis continues to be that the 
measures contained in the statement by euro area leaders from 29 June 2012 will reduce the near-term 
risks of deposit runs or credit market shutdowns. The statement confirms that policymakers are 
inclined to take the necessary steps to avoid the severe and profoundly credit-negative downside 
scenario of a gradual unravelling of the euro area through additional defaults and/or exits. 
Nevertheless, the path of gradual policy developments towards closer fiscal integration also carries a 
high cost, as those countries that are effectively supporting the others will continue to face an increase 
in their contingent liabilities – which will in turn weaken their creditworthiness (as reflected in our 
outlook changes of 23 July 2012). In July we also noted that, given the continued reactive nature of 
policy decisions, we also believe that the normalisation of sovereign debt markets could take a number 
of years, with the risk of policy accidents and rising sovereign defaults the longer the crisis persists. 
Therefore, the long duration of the euro area crisis is due to its unique mixture of deep-seated 
economic problems that are difficult to resolve (low long-term growth potential, reflecting profound 
structural constraints, ranging from rigid labour markets to competition bottlenecks) and the evolving 
but still incomplete institutional framework. 

Grouping CEE and CIS Economies According to Euro Area Exposure 

The crisis does not detract from the euro area’s unchanged position as a significant player in the world 
economy: while the whole EU represents around 25% of global GDP, the euro area represents around 
19%, which is still roughly twice the share of China. This economic weight is even more relevant for 
CEE and some CIS economies, for which the euro area is the natural economic partner.  

For the purposes of analysing the effects of any stresses emanating from the euro area, we have 
categorised CEE and some CIS economies into three groups to reflect their differing levels of 
institutional integration with and access to the EU/euro area economy: 

» EU member states in CEE, including the Baltic states, that are not members of the euro area 
(hereafter referred to as “EU non-EA economies”): Bulgaria, Czech Republic, Hungary, Latvia, 
Lithuania, Poland and Romania. 

» EU accession countries, or ACs, comprising candidates and potential candidates: Albania, Bosnia 
and Herzegovina, Croatia, Kosovo, Macedonia, Montenegro, Serbia and Turkey. 

                                                                        
1  See Moody’s Special Comment entitled “European Sovereigns: Post-Summit Measures Reduce Near-Term Likelihood of Shocks, But Integration Comes at a Cost”, 

published on 5 July 2012. 

http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_143694�
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» Selected non-EU economies in the CIS: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russia 
and Ukraine. 2  

From among the above categories, EU non-EA economies have the strongest linkages with the euro 
area, as there are no barriers to trade, full capital or labour mobility. Many economies in this category 
also have a direct link with the euro as a currency (for instance, via currency pegs), as well as largely 
common policy and regulatory frameworks.  

They are followed by the ACs, which usually benefit from many pre-accession links, like largely 
liberalised trade access to the EU’s internal market and regulatory harmonisation programmes in 
several areas.  

The least exposed group is that of the CIS economies, which are often called the EU’s “Eastern 
Neighbourhood” 3 and maintain trade and/or FDI agreements with the EU on case-by-case and 
limited sector-specific basis. 

Potential Transmission Channels of Euro Area Stresses to CEE and CIS Economies 

This report will assess the likely short- to medium-term effects of further negative economic shocks 
arising from the euro area on these three groups of economies by using a simple but powerful 
analytical tool: a VAR model. In this report we do not speculate on how further economic stresses 
might develop.  We begin by offering a brief description of some of the potential channels of 
transmission of possible economic stresses and their relative importance for these economies. 

1) The ‘Real’ Channel: Trade 

Trade relations are the main channel through which the euro area crisis and the associated economic 
slowdown could affect the economies covered here.4 In general, the share of the total exports absorbed 
by the euro area market offers a reasonable proxy for the likely magnitude of the shock facing the 
partner country, and this is the approach used below. Nevertheless, several other factors might affect 
actual outcomes.  

GDP-adjusted trade exposure is one such factor: a large export exposure to the euro area would mean 
relatively less for a country whose exports are a small share of GDP (in general, the larger the size of an 
economy, the lower the degree of trade openness). Another factor is the possibility of these economies 
switching towards alternative markets, either inside the euro area – e.g. from more to less stressed parts 
of it – or outside the EU/EA. The composition of exports is relevant in this respect: both traditional 
commodities (agricultural and mineral products) and more sophisticated industrial products could 
easily achieve a greater geographical diversification in their export markets, albeit for different reasons.5 

                                                                        
2  Georgia, albeit normally seen as a CIS member, left the organisation in 2008. Additionally, Ukraine never ratified the CIS membership treaty, so formally it is not a 

member either. Finally, we exclude from this report the Central Asian CIS countries (Kazakhstan, Kyrgyzstan, Turkmenistan, Tajikistan, and Uzbekistan), as they have 
(a) naturally weaker links with the EU and EA given their geographical position, and (b) are not covered by EU policy frameworks that have significant integration 
components. 

3  Albeit Russia is not actually covered by the “Eastern Neighbourhood”: its relations with the EU are regulated by a so-called “Partnership and Cooperation Agreement”. 
4  The trade channel would also incorporate the potential effects in global commodity prices caused by further EA economic stresses. 
5  Exporters of basic agricultural and mineral commodity products would simply continue to shift their exports to faster-growing developing economies like China, a 

process that is already underway: an important qualification here is that those products need be cost-competitive in global terms for this to occur (for instance, the 
market share of some EU agricultural exports reflects support via subsidies or import restrictions). As for the latter, more sophisticated industrial products frequently 
have a degree of market power on their specific industry niches. 
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However, this may be more challenging for exporters of more traditional, undifferentiated and low-
technology products.  

Exhibit 1 below provides an initial assessment of the importance to these economies of the EU, the 
euro area, and five euro area economies (“EA5”) that could currently be classified as “stressed” 
(namely, the four euro area economies under EU or EU/IMF programmes – Greece, Ireland, Spain 
and Portugal, plus Italy).6 

Exhibit 1 also shows that, despite considerable variations by country, non-EA EU members in the 
CEE have the highest average exposure to the EU and the euro area: on average, the exports to these 
areas are high, representing over a third and almost 23%, respectively, of the GDPs of non-EA EU 
members, while the EA5 average share of this group’s exports is just about 4% of GDP.  

The average exposure of CIS economies and the ACs to the EU and euro area is quite similar, ranging 
from 12%-13% and 8%-10%, respectively. As expected, the average exposure of CIS economies and 
the ACs to the EU and euro area is less than half that of CEE non-EA EU members. The average 
exposure of CIS economies and the ACs to the EA5 is similar, at 4%-5%.  

This nevertheless notable exposure to the EU and euro area is based on some CIS economies’ position 
as large commodity or quasi-commodity exporters: for example, Azerbaijan and Russia are energy 
exporters, while Belarus and Ukraine are “transit countries” for oil and gas exports to the EU market. 
Given that energy products have liberalised access to the EU market, CIS economies and the ACs have 
a correspondingly large weighting of exports to GDP. Also, some types of commodity exports (notably 
gas) have a transportation infrastructure which is market-specific, limiting the ability of CIS economies 
and the ACs to diversify exports. Specifically, the Russian gas pipeline network that runs through 
Ukraine and Belarus was essentially built to supply the EU market only, therefore increasing its 
exposure.  

                                                                        
6 Although Cyprus is also a stressed euro area country, it was not included in this analysis due to its small size. 
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EXHIBIT 1 

Exposure of CEE and CIS countries’ exports to Europe, as a percentage of GDP 
  X as a GDP% X to EU as a GDP% X to EA as a GDP % X to EA5 as a GDP % 

CIS 

Bulgaria 43.2 25.9 18.8 7.5 

Czech Rep. 59.0 49.1 38.8 4.2 

Hungary 71.0 52.9 38.5 6.0 

Latvia 37.9 25.0 11.8 0.9 

Lithuania 56.8 33.5 17.8 2.0 

Poland 35.3 26.9 18.7 3.1 

Romania 30.0 20.8 15.6 5.1 

EU's ACs 

Albania 12.7 8.9 8.6 7.6 

Bosnia 29.8 16.2 14.3 3.9 

Croatia 19.8 12.4 10.6 4.0 

Macedonia 36.0 22.0 16.5 11.0 

Montenegro 11.5 6.4 4.9 3.7 

Serbia 25.6 14.6 10.2 3.6 

Turkey 16.5 7.7 5.6 1.8 

European Neighbourhood 

Armenia 12.5 6.3 4.3 0.3 

Azerbaijan 51.1 24.3 23.7 18.5 

Belarus 46.4 13.9 7.3 0.4 

Georgia 21.2 4.1 2.1 0.9 

Moldova 27.4 12.9 5.4 3.0 

Russia 27.1 12.4 9.0 2.1 

Ukraine 37.8 9.6 5.5 2.3 

Sources: EUROSTAT, DG TRADE, IMF, UNECE    

2) The Hybrid Real/Financial Channel: Foreign Direct Investment 

Foreign direct investment (FDI) is not only a financial flow, but can be seen as either a complement or 
a substitute for trade flows. This, together with its long-term nature, differentiates it from a pure 
“financial flow”. The reasoning here in terms of their expected relative importance is also similar to 
that for trade, but with the importance of institutional convergence looming larger, as the costs of 
reversing an FDI exposure are considerably higher than those related to a more fluid trade flow. As 
shown in Exhibit 2 below, because of these greater “sunken costs”, the relative exposure closely follows 
the ordering outlined in the first section: for the non-EA EU members states in the CEE, the average 
dependency on the EU and the euro area is at around 84% and 72%, respectively, while for the ACs it 
is 76% and 64%, and for the CIS economies it is a lower albeit still very significant 47% and 30%, 
respectively. 
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The exposure of the three categories of economies to the EA5 reflects the regional importance of two 
of those economies – Italy and Greece – to the ACs’ western Balkans sub-region: while these two 
economies are responsible for just 6% of the FDI in the non-EA EU, and 1.2% in the “Eastern 
Neighbourhood”, they represent almost 17% of the ACs’ total FDI. 

EXHIBIT 2 
Share of FDI Flows 
  EU % of FDI EA % of FDI EA5 % of FDI 

EU's MS 

Bulgaria 88.8 87.4 9.1 

Czech Republic 89.0 84.3 4.7 

Hungary 77.4 74.5 1.7 

Latvia 77.7 51.0 1.4 

Lithuania 80.2 41.0 0.5 

Poland 86.5 78.2 10.3 

Romania 90.7 86.2 13.9 

EU's ACs 

Albania 71.5 70.3 58.0 

Bosnia 53.9 48.3 2.0 

Croatia 92.7 75.1 4.1 

Macedonia 79.4 60.5 13.8 

Montenegro 66.3 43.5 27.1 

Serbia 89.0 83.0 2.9 

Turkey 79.2 69.2 10.6 

European Neighbourhood 

Armenia 42.4 41.7 1.1 

Azerbaijan 67.3 2.3 0.0 

Belarus 21.0 17.0 0.0 

Georgia 30.5 20.2 1.2 

Russia 38.6 32.6 1.6 

Ukraine 81.3 67.5 3.4 

Sources: EUROSTAT, WIIW, national central banks and statistical offices 

3) The Financial Channel: Bank Flows 

Another source of potential shock transmission stems from the euro area’s stake in the regions’ banking 
systems. Those euro area banks that currently face strong deleveraging pressures are geographically very 
widespread in the euro area’s neighbourhood and frequently one of the largest sources of local credit in 
the areas in which they operate. Consequently, the banking channel of transmission has the potential 
to directly affect economic growth and potentially with far greater speed than the trade and FDI 
channels. As a measure of that potential exposure, Exhibit 3 below presents the shares of the total bank 
foreign claims7 of the EU, euro area and EA5 in terms of the partner country’s GDP. 

                                                                        
7  These may include several different types of financial assets (loans, debt securities and equities, including participation in foreign subsidiaries). International banks may 

increase their foreign claims either by establishing foreign affiliates and then extending claims locally through these, and/or they may extend cross-border claims by 
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Again, the relative exposure is largely as suggested by the ordering outlined at the beginning of this 
report: for the non-EA EU members states, the GDP share of the EU and euro area bank claims is 
around 58% and 44%, respectively, while for the ACs it stands at 45% and 45%, and for CIS 
economies it is a much more limited 7% and 6%. As in the case of FDI, the EA5 also have a more 
than proportional share in terms of bank claims, both for the non-EA EU members (with 14%) and 
the ACs (with above 20%) – again, largely due to the presence of Italian and Greek banks in those 
markets, but with a marginal 2% in CIS economies. 

EXHIBIT 3 
Share of euro area bank claims in CEE systems, as a percentage of GDP 

  EU EA EA5 

EU's MS 

Bulgaria 59.2 58.3 37.7 

Czech Republic 83.9 81.8 7.9 

Hungary 70.5 67.9 16.2 

Latvia 60.8 6.7 2.8 

Lithuania 40.5 5.6 1.2 

Poland 46.7 43.1 17.6 

Romania 42.0 41.1 16.6 

EU's ACs 

Albania 30.2 30.2 23.6 

Bosnia 54.6 54.6 18.6 

Croatia 109.4 109.1 48.5 

Macedonia 24.7 24.7 18.2 

Montenegro 23.7 23.6 0.5 

Serbia 56.2 56.1 30.2 

Turkey 19.4 15.4 6.6 

European Neighbourhood 

Azerbaijan 3.5 2.7 0.1 

Belarus 3.5 3.5 0.5 

Georgia 4.8 4.6 0.0 

Moldova 5.0 4.9 4.7 

Russia 7.6 6.2 1.5 

Ukraine 15.2 13.8 5.2 

Source: IMF, BIS.      

Jointly Estimating the Vulnerabilities: The VAR Model 

The section above outlined the very significant and multifaceted links between the euro area and its 
bordering regions, both within and outside the EU. Estimating the potential effects of a greater level of 
euro area economic stress arising from these links is a considerably less straightforward process, as it 

                                                                                                                                                                                                                                                                          
providing credit and booking the resulting claim outside the recipient, or even the original host countries (although cross-border claims are usually provided via the 
banks’ headquarters). 
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would require not only an assessment of the particular weights and the interactions of all those 
different channels – which are both country-specific and vary over time – but also a quantification of 
those effects. This is at the same time analytically quite complex and demands a very large amount of 
data. 

One way of achieving this effectively is through the use of a VAR model, a widely used estimation 
procedure. The inputs to the VAR consist of the following: 

 

itttttt

tttt

GDPDEVcGDPDEVdOILcOILcGDPEAb
GDPEAbGDPCountryaGDPCountryaGDPCountry

υ+∆+∆+∆+∆+∆+
∆+∆+∆=∆

−−−−−

−−−

242141232131222

121212111

___
____

 

Essentially, the GDP growth changes in the euro area partner country are assumed to capture all the 
euro area linkages in a joint fashion, without the need to specify these channels individually. For that 
purpose, the series that represent an external “energy price shock” (as denoted by ‘OIL’) and a measure 
of an external demand shock from developing countries (‘DEV’8) were added as control variables, as 
shown above.   

The data series are annual, reflect real changes and cover the period 2000-2011.9 Prior to the 
estimations, they were all subject to the traditional econometric tests to ensure that they possess the 
statistical properties necessary to make the VAR estimations reliable.10 

In practical terms, the VAR will estimate the effects of a standard deviation euro area GDP shock on 
the individual CEE and CIS economies (this would translate into a 2% GDP shock off the 
benchmark). The VAR estimation will be complemented with impulse response and variance 
decomposition analyses, which are tools that enable a differentiation between the strength and the 
relative importance of the shock for the partner country. The results are summarised in Exhibit 4 on 
the next page. 

As shown in Exhibit 4 (where economies are now ordered in each grouping by the level of importance 
of the EA shock, and not alphabetically as before), the typology of the shocks mostly follows the 
expected patterns: the average percentage of the total shock attributable to the euro area increases in 
proportion to the depth of integration of that grouping with the euro area: it is 73% for the non-EA 
EU economies, 52% for the ACs and 38% for CIS economies.  

Nevertheless, there is a considerable country variation among EU ACs: for example, while the 
simulated shocks that hit the very small and very open Bosnian economy are fundamentally just a euro 
area shock, the share for Serbia (a country that has long faced significant economic sanctions by the 
EU) is marginal, and even negative for Turkey (i.e., the domestic demand share of the aggregate GDP 
shock in Turkey is so strong – for example, the country grew by 8.5% in 2011 – that it would 
completely drown out the negative effects of the euro area shock). 

                                                                        
8   Developing countries’ GDPs are introduced as an additional variable for several reasons: firstly, developing countries have been the true engine of the global economy 

since the beginning of the current millennium; secondly, the “developed countries” GDP shock is already represented by the EA GDP changes; and thirdly, the DEV 
variable also acts as a proxy for intra-regional economic partners, as it also includes some important regional economies like Russia and Turkey (beyond, of course, other 
developing country giants like China, etc.). 

9   This enables the data series to cover a full economic cycle (peak-to-trough), while at the same time bypassing the rather unstable dynamics experienced during the post-
“transition” period of the 1990s (most of the neighbouring EA regions are former command economies, and the implementation of market economy institutions is 
followed by a frequently prolonged period of economic instability, or even downright economic contraction). Pre-1990s data is either not available or not reliable. 

10 Results are available from the author upon request. 
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On the other hand, while the average relative intensity of the simulated shock would indeed be greater 
for the non-EA EU economies than it would be for the ACs (at respectively 2.2% and 1.4% of GDP 
for the cumulated two-year effects of the euro area shock), the intensity for the CIS economies is 
essentially the same as for the non-EA EU economies, at 2.3%. This figure implies an elasticity to 
growth that is slightly above 1 (i.e., a 1% growth reduction in GDP in the euro area reduces growth 
on average in the non-EA EU economies and in CIS economies by a little more than 1%). 

This is because economies like Armenia, Russia and Ukraine – which either have significant trade, FDI 
or banking exposures to the euro area– are shown to be relatively sensitive to a euro area shock because 
of those links, even though they do not benefit from the comprehensive integration frameworks 
provided by full EU membership or Accession status. 

EXHIBIT 4 

Estimated Effects of a Euro Area Shock on CEE Countries, percentage of GDP 

  
GDP effects of 1% EA GDP 

shock in Y1 
GDP effects of 1% EA GDP 

shock in Y2 
Total Shock Attributable to 

the EA in % 

EU's MS 

Romania 1.1 2.2 99.8 

Bulgaria 1.5 1.4 96.0 

Hungary 0.5 0.3 82.0 

Czech Republic 1.6 0.3 77.2 

Poland 1.1 0.3 64.9 

Lithuania 2.0 1.2 51.5 

Latvia 2.6 -0.7 36.4 

EU's ACs 

Bosnia 1.2 0.8 124.7 

Macedonia 1.7 0.4 86.7 

Albania 0.5 0.6 60.9 

Croatia 0.9 0.9 57.8 

Montenegro 1.3 1.7 45.5 

Serbia -0.2 0.3 3.4 

Turkey 0.6 -1.1 -16.5 

European Neighbourhood 

Ukraine 2.0 1.3 54.4 

Belarus 0.6 1.4 51.0 

Armenia 2.8 1.5 45.5 

Moldova 1.2 0.3 44.9 

Russia 1.9 0.1 43.3 

Georgia 1.4 -0.2 26.9 

Azerbaijan 1.0 1.0 19.0 

Sources: Estimations by the authors  
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Conclusions 

The economies to the East of the euro area, regardless of whether or not they are EU members, are 
linked to it via several different channels, from trade to FDI to banking flows. This exposure, which 
reflects the very significant economic might of the euro area, carries with it the potential for those 
economies to be negatively affected by further euro area economic stress. Given the stronger links, the 
non-EA EU economies are potentially more exposed to this risk than economies with weaker 
connections. 

A VAR estimation of the potential magnitude of those hypothetical effects shows that, while non-EA 
EU economies have a high average sensitivity and are significantly affected by euro area developments, 
there is a very significant variation among the universe of ACs that cannot be ignored. The average 
magnitude of the shock for some CIS economies rivals that faced by the non-EA EU members, even in 
the absence of the formal integration frameworks shared by the EU and the ACs.  

Debt ratings currently assigned to sovereign governments covered by this report reflect our current 
economic forecast for the euro area, which calls for a slight contraction in 2012 and weak recovery 
next year.  Although not our central scenario, this report suggests that a deep and prolonged 
contraction in the euro area following an intensification of  the current crisis would likely have 
negative rating implications for some countries the CEE region and possibly in the CIS.11 Rating 
implications arising from such a situation would ultimately be a function of each country’s shock 
absorption capacity, fiscal position and debt profile, as well as the effectiveness of the country’s policy 
response to manage the economic and financial pressures that would arise from a severe economic 
disruption in the euro area. 

 

                                                                        
11 On that, see, for instance, Moody’s Special Comment entitled “Rating Euro Area Governments Through Extraordinary Times – Implications of Spain’s bank 

recapitalisation needs and the rising risk of a Greek Exit”, published on 8 June 2012. 

http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_142756�
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_142756�


 

 

  

SOVEREIGN & SUPRANATIONAL 

11   AUGUST 29, 2012 
   

SPECIAL COMMENT: CEE AND CIS COUNTRIES COULD BE AFFECTED BY POSSIBLE EURO AREA ECONOMIC SHOCKS, ALBEIT TO VARYING DEGREES 
 

Moody’s Related Research 

Special Comments: 

» European Sovereigns: Post-Summit Measures Reduce Near-Term Likelihood of Shocks, But 
Integration Comes at a Cost, July 2012 (143694) 

» Rising Severity of Euro Area Sovereign Crisis Threatens Credit Standing of All EU Sovereigns, 
November 2011 (137652) 

» Rating Euro Area Governments Through Extraordinary Times – Implications of Spain’s bank 
recapitalisation needs and the rising risk of a Greek Exit (142756) 

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of 
this report and that more recent reports may be available. All research may not be available to all clients. 

Other Research: 

» Spillovers to Low Income Countries: Importance of Systemic Emerging Markets, IMF Working 
Paper WP/12/49 

» How Russia Affects the Neighborhood: Trade, Financial, and Remittance Channels, IMF 
Working Paper WP/09/277 

» Low-Income Countries' BRIC Linkage: Are There Growth Spillovers? , IMF Working Paper 
WP/11/267 

MOODY’S has provided links or references to third party World Wide Websites or URLs ("Links or References") solely for your 
convenience in locating related information and services. The websites reached through these Links or References have not 
necessarily been reviewed by MOODY’S, and are maintained by a third party over which MOODY’S exercises no control. 
Accordingly, MOODY’S expressly disclaims any responsibility or liability for the content, the accuracy of the information, and/or 
quality of products or services provided by or advertised on any third party web site accessed via a Link or Reference. Moreover, 
a Link or Reference does not imply an endorsement of any third party, any website, or the products or services provided by any 
third party. 

 

 

http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_143694�
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_143694�
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_137652�
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_137652�
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_142756�
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_142756�
http://www.imf.org/external/pubs/ft/wp/2012/wp1249.pdf�
http://www.imf.org/external/pubs/ft/wp/2012/wp1249.pdf�
http://www.imf.org/external/pubs/ft/wp/2009/wp09277.pdf�
http://www.imf.org/external/pubs/ft/wp/2009/wp09277.pdf�
http://www.imf.org/external/pubs/ft/wp/2011/wp11267.pdf�
http://www.imf.org/external/pubs/ft/wp/2011/wp11267.pdf�


 

 

  

SOVEREIGN & SUPRANATIONAL 

12   AUGUST 29, 2012 
   

SPECIAL COMMENT: CEE AND CIS COUNTRIES COULD BE AFFECTED BY POSSIBLE EURO AREA ECONOMIC SHOCKS, ALBEIT TO VARYING DEGREES 
 

 

 
Report Number: 144936 

Author 
Lucio Vinhas de Souza 

Editor 
Maya Penrose 

Production Associate 
Sarah Warburton 

 

 
 
 
 
 
 

© 2012 Moody’s Investors Service, Inc. and/or its licensors and affiliates (collectively, “MOODY’S”). All rights reserved. 

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. (“MIS”) AND ITS AFFILIATES ARE MOODY’S CURRENT 
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, 
AND CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY’S (“MOODY’S PUBLICATIONS”) MAY INCLUDE 
MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR 
DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, 
FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT 
RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR 
PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT 
STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND MOODY’S PUBLICATIONS DO NOT CONSTITUTE OR 
PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT 
PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR 
MOODY’S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S 
ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING 
THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION 
FOR PURCHASE, HOLDING, OR SALE. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE 
OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, 
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, 
IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.  

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the 
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without 
warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient 
quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However, 
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the rating process. Under 
no circumstances shall MOODY’S have any liability to any person or entity for (a) any loss or damage in whole or in part caused by, 
resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of 
MOODY’S or any of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, 
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential, 
compensatory or incidental damages whatsoever (including without limitation, lost profits), even if MOODY’S is advised in advance of the 
possibility of such damages, resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, 
projections, and other observations, if any, constituting part of the information contained herein are, and must be construed solely as, 
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. Each user of the 
information contained herein must make its own study and evaluation of each security it may consider purchasing, holding or selling.  

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR 
ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY 
FORM OR MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt 
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS have, prior 
to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500 to 
approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS’s ratings and rating 
processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities who 
hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at 
www.moodys.com under the heading “Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation Policy.” 

Any publication into Australia of this document is by MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657, 
which holds Australian Financial Services License no. 336969. This document is intended to be provided only to “wholesale clients” within 
the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent to 
MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you 
represent will directly or indirectly disseminate this document or its contents to “retail clients” within the meaning of section 761G of the 
Corporations Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody’s Japan K.K. (“MJKK”) are MJKK’s current 
opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities. In such a case, “MIS” in the 
foregoing statements shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned credit rating agency subsidiary of Moody's 
Group Japan G.K., which is wholly owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of MCO. 

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any 
form of security that is available to retail investors. It would be dangerous for retail investors to make any investment decision based on 
this credit rating. If in doubt you should contact your financial or other professional adviser. 

 

http://www.moodys.com/�

