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2024 Ratings Recovery Accelerated, Driven by EM

Global Rating Changes Distribution of Countries by IDR Category, Jan 07- Present
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End-2024 Outlooks Showing Marginal EM Positive Bias By Number

Negative Outlooks (8) Positive Outlooks (11)
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Trump Presidency: Key Issues and Risks for Global Sovereigns

Countries at Risk
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Potential Risk and Impact

Higher tariffs loom large

Slower global growth, supply chain disruption, higher prices,
stronger US dollar.

Large US government deficits and rising public debt to continue
Higher US bond yields and stronger US dollar

More transactional and unpredictable US foreign policy, and
reduced security commitments; heightened insecurity and
defence spending; greater China conflict and decoupling risk.

Reduced funding for international financial institutions could lead
to MDB rating downgrades and reduced financing for poor
countries. Institutional gridlock and de-globalization.

Slowdown in reduction in US greenhouse gas emissions, which
could also weaken global commitments.

In the long term, more severe climate change and extreme
weather events

Likely reinstatement of greater restrictions on immigration,
potential increase in deportations.

Weaker US growth, higher inflation; reduced remittances abroad

China, Mexico, Canada,
Europe, All; EM with high
USD-denominated debt

Potential effect on
emerging markets

e China; NATO and
Europe; APAC, Middle
East, global

e MDBs, poor countries;
global

Sovereigns exposed to
physical risks

Central America




DM Budget Pressures Exacerbated by Rising Debt Service Costs

Expansive Fiscal Policies General Government Interest Payments (% of GDP)
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While Structural Headwinds Add To Near-term Pressures

DM Fiscal Consolidation Stalls

Medians
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EU Budget Deficit Pressures

EU median

m 2024 baseline m Ageing ® Defence ® Climate Interest
(% GDP)
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Ageing: expenditure increase 2022-2030 (EC)

Defence: 2024 estimate, gap to 3% of GDP (NATO members)

Climate: if 1% of GDP impact on budget.

Interest: if average effective interest rate increases from 2.1% in 2024 to 2005-2023 average of 3.1% in 2030, based on 2024 median govt
debt/GDP of 58%.

Source: Fitch Ratings, EC and NATO




And Fiscal Rules Provide Patchy Backstop in Europe

EU Fiscal Rules
Number of breaches, 1998-2023
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But Median Belies Divergent Debt Ratio Trends

Projected Change In Government Debt Ratio General Government Debt - Selected Latest Projections
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Emerging Markets: Heightened Debt Service Pressures

EM Post-Pandemic Fiscal Consolidation Stalls EM Government Interest (% Revenue)
Medians Percent of Fitch-rated EM in different brackets
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