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Current Markets



Russia recovers, and it’s not all commodity-related

Relative to 15 Oct 2020



Natural Gas Markets – Winter is coming

• European gas prices have been climbing 
since April, amid fears of insufficient 
supplies this winter (>EUR 100/MWh)

• LNG storage 75% (now) vs 92% 
(normal)

• Colder than normal winter is possible

• Dutch TTF day-ahead gas prices are up 
four times since April, record close EUR 
116 / MWh on 05 Oct

• Tight global LNG market, lower-than-
normal gas flows from Russia, and 
depletion of gas storage last winter 

• Contentious interactions ongoing as to 
policies, levels of supplies, short-term vs 
long-term contracts, replenishing storage.

Dutch TTF day-ahead prices, 2016-21

2021

Source: Bloomberg



Oil Markets surging on imbalances and shortages

• Crude has surged in 2021 as a 
rebound from the pandemic has 
boosted consumption, depleting 
inventories

• Shortages of natural gas and coal 
have driven oil prices upwards, with 
backwardation in EU diesel

• Recent price spike could extend into 
2022, while OPEC voices caution on 
global demand strength

• IEA warns of more turbulence and 
further spillover from gas to oil 
markets



Demand for Internal Combustion Engines to Decline

• Electrification accelerating

• Ford and Volvo plan to stop ICE sales by 2030

• PSA Group and Volkswagen have decided to 
stop investing in gasoline vehicles

• This will impact demand for fossil fuels



Climate Risk



Themes – Pressing Global Issues and Responses

Extreme Weather, impacting businesses, environment and climate
Rising temperatures, widespread drought / wildfires, more frequent storms
Melting permafrost causing damage (e.g. 21,000T oil spill, May 2020, methane craters, etc.)

Regulator / Investor / Issuer Interests Converging 
Regulators moving to oversee corporate work to reduce greenhouse gasses, blunt impacts of climate change
Investors have banded together to pressure governments and firms to improve their climate and carbon footprints
Multiple events in 2021. COP26 in November

Growing green bond issue volume
Bond volume growing rapidly, as some credit stresses ongoing
Higher volatilities, lower correlations, lower recoveries 

Credit risk continues to be a significant concern for investors
Issues:  Supply chain, commodity volatility, QE taper, debt challenges, political and trade risks



Climate Change

UN Intergovernmental Panel on Climate Change (IPCC)
• August 2021: 4,000 pages (summary 41 pages) – 195 countries agreed
• “[T]here is a near-linear relationship between cumulative anthropogenic CO2 

emissions and the global warming they cause.”

• CO2 emissions from 1850 to 2019 totaled 2,390 billion tons
• To have a 50% chance of limiting the temperature rise to 1.5C, emissions from 2020 

and onward must stay below 500 billion tons
• That’s ~13 years at the current emissions rate. Despite an historic pandemic-related 

drop, CO2 emissions from fossil fuels and land use last year totaled 39 billion tons, with 
a strong rebound expected this year.

• Global emissions have yet to peak, let alone fall at the necessary estimated rate, which 
was estimated in 2019 to be 7.6% / year. (It’s even higher now.) 

• Oil and gas production must fall 3% a year globally through 2050 to meet the 1.5C goal.

https://link.mail.bloombergbusiness.com/click/25376965.31384/aHR0cHM6Ly9lc3NkLmNvcGVybmljdXMub3JnL2FydGljbGVzLzEyLzMyNjkvMjAyMC8/5b605e1824c17c38c5f038f3B1df23b3e
https://link.mail.bloombergbusiness.com/click/25376965.31384/aHR0cHM6Ly93d3cubmF0dXJlLmNvbS9hcnRpY2xlcy9zNDE1ODYtMDIxLTAzODIxLTg/5b605e1824c17c38c5f038f3B033a5695


Climate risk is both physical and transition risk

PHYSICAL RISK TRANSITION RISK

How does warming world affect asset values? How does decarbonization affect asset values?

Risk drivers:
Fire, flood, drought, hurricanes, sea rise, etc. 

Examples:

 Fire risk impacts Russia air quality.
 Rising sea level represents a large risk to 

Florida seafront real estate portfolios 
(especially Miami)

 Auto industry currently heavily disrupted by 
Taiwan chip shortage, caused by water stress

Risk drivers: 
Net zero, electric vehicles, renewables, hydrogen, etc.

Examples:

 Coal miners struggle to secure debt for new 
projects, like Adani’s coal seaport in Australia

 Portfolio oil industry exposure represents a risk as 
society shifts to electric vehicles and low-carbon 
power, reducing oil & gas demand.

 A third of Canada’s GDP is reliant on fossil fuels at 
risk of displacement – direct impact to bond holders

 Green bond adoption may lock high carbon issuers 
out of raising finance



Investors recognize that climate risk is investment risk

 Climate risk analysis tools, 
solutions, and data (e.g. 
physical and transition risk 
modeling) in order to meet 
regulatory requirements and 
buy-side/sell-side needs to 
meet net-zero commitments

* * RCP8.5 is frequently referred to as “business as usual”, suggesting a likely outcome where society does not make concerted efforts to cur greenhouse gas emissions.. 
** Hard to abate sectors are energy-intensive industries that produce basic materials, such as steel, petrochemicals, aluminum, cement, and fertilizers. 

Mandatory climate risk reporting 
is here….

Buy-side and sell-side are now seeking 
answers to the following questions…

This is accelerating the 
demand for…

 What is the aggregate physical risk and transition 
risk for my portfolio(s) under RCP8.5* by 2030?

 How can I understand the breakdown of my 
transition climate VaR and physical climate VaR? 

 How can I stress test my portfolio under 
regulatory or economic climate scenarios? 

 How can I optimize my portfolio to mitigate 
climate risk and be best positioned to capitalize 
on climate opportunities and improve 
sustainability? 

 How do I quantify and price-in climate-related 
financial risks? 

 How will the business models of hard to abate 
sectors fare in transition to a world of “net zero” 
carbon emissions?** And what is the impact on 
valuations? 

 Financial institutions and 
companies will be required to 
disclose climate risks aligned 
with the TCFD framework

 The Bank of England and the 
Hong Kong Monetary Authority 
have already begun stress 
testing financials institutions on 
climate risk

 ECB to fully review bank’s 
practices and run supervisory 
stress tests in 2022

 HKMA expected to include 
climate-related scenarios in its 
annual financial stress test by 
2022

Выступающий
Заметки для презентации
ISSB timeline - https://www.esginvestor.net/issb-climate-reporting-standard-could-be-ready-by-july-2022-iosco/SEC - https://www.esgtoday.com/sec-chair-eyes-mandatory-climate-disclosure-rules-proposal-by-end-of-year/UK timeline - https://www.fca.org.uk/firms/climate-change-sustainable-finance/reporting-requirements (see “roadmap” PDF download)Also see new FCA guidance CP21/17 which details AUM cutoffsNZ - https://www.cdsb.net/mandatory-reporting/1094/new-zealand-becomes-first-implement-mandatory-tcfd-reportingEU - https://www.bloomberg.com/professional/eu-sustainable-finance-regulation/?utm_medium=Adwords_SEM&utm_source=pdsrch&utm_content=eu-taxonomy-hub&utm_campaign=434408&tactic=434408&gclid=CjwKCAjw9aiIBhA1EiwAJ_GTSuqwP-QdQ4dO465rcYGKt0L-1di0VnmDYQO_CLFomj-8QGUaHsz0-hoCtnoQAvD_BwE



The climate risk disclosure and regulatory landscape is changing quickly… 

Source: SASB Climate Risk Bulletin; April 13, 2021, regulator websites, news search | *ISSB timing still tentative, June 2022 based on ESG Investor report | **subject to Parliamentary approval, 2023 is earliest potential implementation year

2021

2022

2023

March 2021: EU’s 
Sustainable Finance 
Disclosure Regulation 
comes into force, 
mandating climate risk 
disclosure aligned with 
TCFD

June 2021: Bank of 
England stress tests 
start. The BoE 
supervises ~1,500 
financial institutions via 
the PRA

November 2021: emission reduction 
pledges expected by COP26 (from 
governments, financial institutions, and 
companies) including interim targets and 
accountability mechanisms (e.g., annual 
reporting on progress)

2022: Treasury’s TCFD roadmap calls 
for increasingly large portion of UK 
financial sector to be subject to 
mandatory disclosure (e.g., 2022: large 
asset managers, life insurers, FCA-
regulated pension providers; 2023: 
smaller asset managers, life insurers, 
FCA-regulated pension providers)

June 2021: G-7+EU 
backed “moving 
towards” mandatory 
climate-risk 
disclosure

June 2021: NGFS published updated set of 
standardized climate stress testing scenarios. 
The Network for Greening the Financial 
System is a coalition of 83 central banks
developing recommendations for regulation’s 
role in climate change

July 2021: HKMA proposed 
addition to its Supervisory 
Policy Manual requiring 
climate stress-testing, with 
12 month implementation

December 2021: SEC 
expected to propose rules 
for mandatory climate risk 
reporting (final rules 
expected in H2 2022) 

June 2022: the IFRS’s 
International Sustainability 
Standards Board completes its 
sustainability accounting 
standards based on TCFD, for 
adoption by jurisdictions 
globally

2023: New Zealand expected to 
require disclosure from all large 
(>$1B AUM) registered banks, 
credit unions, registered 
investment schemes, licensed 
insurers, and all equity/debt issuers 
listed on the NZX



Every additional degree of warming brings bigger changes in, for 
example, temperature and precipitation

Source: IPCC WG1 2021



Every additional degree of warming brings bigger changes in, for 
example, temperature and precipitation

Source: IPCC WG1 2021

“Physical risk”



When the IPCC talks, governments listen

Source: Governments, WRI CAIT. Note: Greenhouse-gas emissions including land use and forestry by status of EU, national 
or state-level targets for net zero or carbon neutrality.
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Global carbon budget, by sector to meet zero emissions in 2050 and 
keep warming to ~1.75 degrees C

Source: BloombergNEF
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Global carbon budget, by sector to meet zero emissions in 2050 and 
keep warming to ~1.75 degrees C

Source: BloombergNEF
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Temperatures are rising

• Russia temperature rise as much 
as +6ºC from 1979 to now, most of 
which has happened since 2010.

• Highest increases north of 60 N, 
but concentrated in Northern 
Russia, Alaska, Europe/Eurasia



Climate Change – Warmer, with more anomalies

Source: Copernicus Source: Copernicus



Climate change – wetter / drier, more extremes

Source: Copernicus Source: Copernicus



Climate risk impacting credit risk
• News events

• 5/26: Bad day for Big Oil? For shareholders? Since then?
• G-7: limit to +1.5ºC, cut emissions by ½ by 2030, net zero by 2050
• Need to “clean up” is accelerating at an accelerating pace
• COP26 – new accounting and regulatory guidance anticipated
• EU natural gas shortage and price spikes – Russia offered to supply more

• Industry Drivers
• The Investor Agenda (457 investors, $41tn AUM) – governments to 

accelerate climate control improvements or miss out on investments
• Carbon Disclosure Project (168 investors, $17tn AUM) – increase pressure 

on companies to make clearer disclosures
• Green bonds 2012: $0, 2018: $1tn, 2021: $3tn+

• Regulatory Drivers -- Guidance is generally what, but not how
• UK FCA CP 21/17 - TCFD disclosure requirement buy side:140 managers 

(98% / GBP 12.1tn AUM in UK), mandatory metrics Carbon, optional: 
Climate VaR

• International Sustainability Standards Board (ISSB) target a “baseline global 
reporting standard”, as the EU develops its own set of rules

• EU SFDR: alignment with Principle Adverse Indicators: how is 
environmental and social risk considered in the investment process?

• EU Taxonomy: how taxonomy aligned and green are your investment 
products? 

Medium- and long-term EUA price projections, annual averages
Source:  BNEF

EU emissions allowance prices to increase on scarcity

Выступающий
Заметки для презентации
Key takeaway from the first roundtable indicated strong interest in the integration of climate risk and credit risk.



Russia’s energy mix



Russia experiencing climate risk impacts

Krasnoyarsk “Black Sky” alert, 14 Feb 2020A methane crater, result of thawed 
permafrost and explosive release of 
trapped gas, Yakutia, Feb 2014

Russia temperatures 
have risen ~0.92ºF / 
decade since 1976, 2.5 
times the global pace



Some climate impact examples in Russia

Norilsk Nickel, Taymyr Peninsula / Ambarnya
River, 29 May 2020
• 20,000+ tonnes of diesel fuel leaked from a 

storage tank built on melting permafrost
• Fined RUB 150bn (~$2bn), largest fine for 

environmental damage in Russia
• ~85%(E) of infrastructure built on permafrost
Russian economy faces several climate risks
• ~40% of buildings and infrastructure in 

permafrost areas have been damaged
• National permafrost monitoring system to 

analyze data from 140 stations
• Alrosa ~82%(E) of reserves in permafrost areas
• Severstal building structures on stilts
• Gazprom ~90%(E) of production is in permafrost 

covered areas – cooling units 

Source: Greenpeace

Oil storage facilities identified in 
permafrost areas



Some observations on potential risks

• In 2020, regions across Russia experienced hottest temperatures on record
• Contributed to forest fires that burned Greece-sized acreage (Russia has 20% of the world’s forests)
• Snow coverage at record low, while Arctic sea ice is the lowest in 40 years

• Permafrost covers >60% of Russia, is thawing
• Threatens urban infrastructure for >2MM people
• Thawing a rising risk for the 200,000 kilometers of oil and gas pipelines, and roads and rail lines too
• IPCC estimates that a 30-99% reduction in permafrost in Russia would release an additional 10-240bn 

tons of carbon and methane into the atmosphere, pushing the Earth “over the brink” by 2100
• Russian Academy of Sciences expects the country’s permafrost zone to shrink 25% by 2080, threatening 

$250 billion in infrastructure, if warming continues at current pace

• Russia is fourth largest emitter of greenhouse gasses (4.6% of total)
• Per capita emissions are among the highest in the world—53% higher than China, and 79% higher than 

the European Union



Russia considering Net Zero by 2060

• Why and Why now?
• EU considering levying a carbon-border tariff forcing 

Russian firms to pay for excess emissions in key 
industries – oil and gas sales account for 35% of the 
country’s budget and coal remains a key source of 
employment

• Some government advisors have warned of the 
damage that climate change could hurt the country, 
including St. Petersburg

• A 2060 net-zero goal may require the 
government to restructure its economy
• Most recent UN submission (under the Paris Accord) 

shows a 30% emissions increase by 2030 (vs 1990)

• Getting to net-zero over the next 40 years would 
require a 65% reduction (World Resources Institute)



Green bonds



Green, Social or Sustainable?

Use of Proceeds Eligible Categories

Green • Financing new/existing projects with positive environmental 
impacts

• Issued in line with Green Bond Principles (GBP) from the 
International Capital Market Association (ICMA)

Renewable energy, energy efficiency, 
clean transportation, green buildings, 
wastewater management, and climate 
change adoption.

Social • Financing / refinancing social projects or activities that 
achieve positive social outcomes and/or address a social 
issue

• Issued in line with Social Bond Principles (SBP from 
ICMA), outlining best practices

Food security, sustainable food 
systems, socioeconomic 
advancement, affordable housing, 
basic infrastructure.  Recently, 
COVID-19 related issues.

Sustainability • Financing combination of green and social projects / 
activities.  Can be issued by companies, governments and 
municipalities

• Follow Sustainability Bond Guidelines (SBG) from ICMA, 
aligned with GBP and SBP

See above examples

Sustainability-
Linked Bonds

• Key Performance Indicator (KPI)-linked or Sustainability 
Development Goal-linked bonds are linked to issuer’s 
achievement of climate or broader SDG goals (covenants)

Companies making sustainability 
commitments aligned to UN SDGs or 
Paris Agreement



Why invest in these types of bonds?

Considerations Details

Mitigate physical, transition 
and long-term 
sustainability risk and 
seizing potential 
opportunities

The long-term challenge of decarbonizing the economy in a socially equitable way 
comes with risks but may also offer opportunities for active investors. Climate risk 
factors are increasingly essential inputs when evaluating global economies, markets, 
industries and business models. Material climate risk factors are also important 
considerations when evaluating long-term investment opportunities and risks for all 
asset classes, public and private markets.

Meeting investor demand Sustainable bond issuance is rising, regulations are setting global standards, client 
interest in climate risk practices is increasing and, most importantly, responsible 
investing is becoming more mainstream. There is growing issuance in social, SDG, and 
specifically pandemic-related bonds on top of a growing green bond market. 

Aligning with sustainability 
goals

Sustainable bonds may provide investors with a means of aligning their asset allocations 
with sustainability objectives. The global bond market is almost double the size of the 
equity market and, unlike equity securities, which are in perpetuity, bonds mature, 
prompting companies to return to the market to refinance. By engaging with companies 
when they need to fundraise, investors can help push for sustainability commitments or 
specific sustainable issuance and accelerate positive social and environmental change.



Green, Social and Sustainability Bonds issuance 
accelerating; record issuance in September 2021

Source:  Bloomberg, BloombergNEF

Russian Railways (RZD Capital PLC) issued a green bond (CHF 450mm, 3 1/8 perpetual, on 16 Mar 2021
• Tapped it for CHF 200mm on 30 Sep 2021, outstanding now CHF 450mm
• Issued consistent with the Green Bond Principles 2018 (second party opinion from Sustainalytics)
• Credit Suisse, Gazprombank and VTB Capital were lead managers and bookrunners on the tap 



Sustainability linked bonds and loans issuance 
accelerating too

Source:  Bloomberg, BloombergNEF

Almost $300bn issues cumulatively; +181% from 2020 Large issuers:  Enel ($16.8bn / 15 bonds), Suzano ($2.7bn)



Covid Follow-up



COVID has had significant impacts globally

• 240+ million cases worldwide

• 4.8+ million deaths worldwide

• Health and fiscal response 
unprecedented in speed and 
magnitude.

• Globally, fiscal support reached 
nearly $16 trillion (~ 15% of 
global GDP) in 2020, continuing 
in 2021

Source:  Johns Hopkins University, https://coronavirus.jhu.edu/map.html



COVID-19 spread has flattened (somewhat) …



COVID economic impacts have been substantial

Business Impacts:
• Manufacturing slowdowns/halts
• Supply chain disruptions
• Cash flow stresses
• Business failures
• Government moratoria / supports

GDP growth impact examples :
2020 (%) 2019 (%)

China 2.3 6.0
Russia -3.0 2.0
Japan -4.6 0.3
European Union -6.3 1.5
United Kingdom -9.8 1.4
United States -3.4 2.3



… While Russia growth may slow after this year

Economic recovery may 
move toward historical 
average, post-COVID

Possible Drivers:
• Waning pent-up demand
• Reduced government support
• Weaker external demand
• Rising inflation (e.g. freight and 

agricultural input costs)
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European Central Bank – its view on credit

Several communications to banks in 2020:
• Implement strong credit risk practices to maintain a clear view of borrower creditworthiness
• The pandemic environment presents unique challenges for managing credit risk
• Important public support measures can mask true underlying creditworthiness

Some questions that banks should be asking:
• What does the underlying creditworthiness of borrowers look like when public support 

measures are withdrawn? 
• What will be the effect on the credit performance of borrowers after the pandemic ends? 
• Will some borrowers have more permanent damage from the pandemic because of 

structural changes to the economy? 
• Were some borrowers already weak when the pandemic began, and time hasn’t helped 

them improve their overall creditworthiness?

ECB sees initial signs that some credit risk deterioration built up during the pandemic 
may not yet have peaked.



Global regulators commentary

“We would be failing on our mandate 
if we not measure the impact that 
climate change has on the assets 
that we hold, on the assets that we 
buy, and on the collaterals that we 
have in stock”
- Christine Lagarde, ECB, 6/4/2021

“Anything that can affect the outlook for 
the economy can, in principle, affect 
monetary policy. So climate change 
would certainly qualify. Today, climate 
change is not something that we directly 
consider in setting monetary policy”
- Jerome Powell, FRB, 6/4/2021

"If policy support is withdrawn 
before the recovery takes firm 
root, bankruptcies of viable but 
illiquid firms could mount, 
leading to further employment 
and income losses.”
IMF Report, 01/27/2021

“Vulnerabilities associated with elevated risk 
appetite are rising … stretched valuations 
with very high levels of corporate [debt] bear 
watching because of the potential to amplify 
the effects of a re-pricing event.”
FRB, Financial Stability Report , 5/6/2021

Four main threats to financial stability: 1) Higher probability 
of asset price correction after market rebound, 2) Rising 
debt in governments, firms and households, 3) weak bank 
profitability, and 4) risk taking by shadow banks / funds
ECB, Financial Stability Report, 11/25/2020



COVID-19 accelerating significant changes in credit 
risk environment and management

Credit 
worthiness

Borrower
Differentiation

Crisis Monitoring 
/ Data

Credit Collection 
Management

Non-performing
exposure 
management

Dynamics / 
Challenges

Rapid changes at 
sector / subsector 
and firm level

Tough to 
differentiate 
among borrowers 
in same sector

COVID crisis-
related data 
difficult to obtain, 
may lag current 
conditions, and 
capture may not 
be automated

Supply chain 
disruptions, 
customer stresses 
difficult to manage

Spike in 
delinquencies and 
loan moratoria 
create cash flow 
and capital 
challenges

Evolving 
Approaches

Assess demand 
and supply shocks 
and more frequent 
/ automated 
default probability 
and scenario 
hanalysis

Early Warning 
analytics

Automate analysis 
of borrower 
financials at 
detailed level

Use alternative 
data, e.g. supply 
chain, traffic
patterns, shipping 
channels to help 
assess risks or 
vulnerabilities

Take a customer 
assist approach, 
consider possible 
maturity and terms 
flexibility; assume 
that stresses may 
/ may not be 
temporary

Firms: Reserves 
and writedowns
Governments: 
Liquidity and loan 
support, bad 
banks



Other impacts:  “zombie firms”

OECD has defined zombie firms as: “Old firms (i.e. age 
10 years or above) that cannot cover their interest 
payments with their profits for three consecutive years”

The COVID-19 pandemic led to a significant increase 
in zombie firms due to operating result weakness, debt 
expansion on low rate environment, and government 
support (moral hazard?).

Kearney recently studied records of 67,000 listed 
companies from 152 countries. It found zombies in:
• 7.4% of real-estate firms
• 5.9% of healthcare firms
• 5.5% of telecommunications and media firms
• 5.1% of travel and tourism firms
And the numbers appear to be growing…



What does this mean for practitioners? Need to:

Automate risk monitoring processes
• Daily, not quarterly
• Triage and escalation
• Quantitative and qualitative measures

Standardize
• Calculations, Estimates
• Data Sources / Data Storage – simplify and centralize

Increase
• Transparency
• Frequency – reduce manual efforts
• Interactions among teams

Integrate analytics and data into workflow



Solutions



Notes

Coverage

Uses

Methodology

Credit Ratings Credit Benchmark DRSK / MARS Credit Risk MIPD

• Fundamentals-based
• Consensus of financial 

institutions’ internal credit risk 
views (ratings-based)

• Combination of market derived 
and fundamentals • Entirely market-derived

• Agency-specific but focused on 
public debt issuers

• ~37,000 public and private 
entities (75% unrated by credit 
rating agencies)

• ~516,000+ Public and private 
debt issuers (75% are private)

• 36,000 issuers (based on BVAL 
pricing data)

• Supports traditional credit risk 
management use cases

• Counterparty risk management
• Early warning indicators for 

portfolio credit deterioration

• Front Office and Credit Risk 
Management

• Dynamic scenarios at portfolio, 
firm and instrument-level, on 
Default probability, Model CDS, 
Loss Given Default and ECL

• Front Office (Trading, Risk & 
Portfolio Managers, Equity 
Research): Provides estimates 
performance & potential 
defaults

• Based on extensive credit 
analysis

• Not as dynamic; limited 
coverage

• Reactive and based upon
contributions from large banks

• Monthly delivery does not 
reflect intra-month 
developments

• Quantitative and predictive, 
92% accuracy ratio

• Scenarios in MARS Credit Risk

• Reactive and predictive; a true 
forecasting tool

Bloomberg offers fundamentals- and market-derived factors approach to support user credit risk frameworks

Fundamentals-Based
Ratings – Through the Cycle

Market and Fundamental-Derived Market-Derived
Point in Time

Bloomberg Credit Risk, Example Solutions
Applications, analytics and data



MARS
A Suite of Integrated and Scalable Solutions

Help front-office, risk and collateral professionals to 
analyse their trading and banking books, mitigate risk 
and prepare for the unexpected.

Powered by Bloomberg’s world class:

• Pricing library
• Risk and Valuation models
• Mortgage cash flow engine, and
• Fundamental and Market data

Consistent and consolidated platform for:

• Front Office risk (incl. product life cycle analysis)
• Market Risk
• Credit Risk
• Counterparty Risk
• Hedge Accounting,  and 
• Collateral management



Example:  China Evergrande

• Evergrande is in the midst of a financial crisis (not the first time), and under pressure from Beijing
• Company has missed or just made several payment deadlines; some employees are not being paid now
• China asked local governments to prepare for default, asks Evergrande to avoid non-payment of dollar bond
• Did not pay a dollar coupon due on 9/23 – investors are seeking clarity from the company

Beijing’s Three Red Lines

• Liabilities/Assets <70%, excluding 
advance proceeds from projects 
sold on contract Target: Dec 2022

• 100% cap on net debt/equity Met in 
late Jun 2021

• Cash to short term borrowing >=1 
Target Dec 2021



Example:  China Evergrande
• Who owns the debt? Who owns the equity?



Example:  China Evergrande
• Risks have been rising for a few months, accelerating recently
• $300bn+ in debt, weighted average maturity 2.1 years, negative net income, assets discounted up to 52%
• Equity, then bonds signaled trouble brewing
• Bloomberg’s Default Risk (early warning system) detected significant deterioration at beginning of May



MARS Credit Risk Overview

Portfolio Credit Analytics
Default risk (with full term structure) and Model CDS
Loss Given Default (and recovery), and support for accounting requirements

Extensive Coverage
Over 516,000 companies globally, updated daily, 92% accuracy ratio
115 sovereigns
Private companies in your portfolio

Flexible Delivery, Reporting and Retrieval
API, UI for trader / risk manager / finance users
Knowledge Date  / As-of Date



MARS Credit Risk Analytics – Benefits

Early warning through monitoring PD and model CDS moves

Running time series and peer comparisons to more accurately identify outliers, and 
up to 20 years of history

Improve counterparty analysis, underwriting, syndication and monitoring

Enhance credit scorecards

Benchmark against peers and also internal analytics (PD, LGD, CDS)



Value Proposition – Trading / Risk Management

Use Case Description How MARS Credit Risk can help
Early Warning PD / CDS changes, trends, 

comparables
Daily credit analytics, for nearly 400k 
private and public firms

Outlier
Identification

Trends, exposures outside comfort
zones

Analytics time series, peer comparisons

Fiduciary Activities Underwriting, syndication, client 
communications

Standard, comparable measures

Credit Screening / 
Monitoring

Comparative evaluation and 
assessment of credit quality across 
portfolio(s)

Standardized and comparable 
quantitative and dynamic measures

Benchmarking Risk management, comparative 
evaluation, capital pricing

PD, LGD, CDS quantification

Model Validation Comparison to third party models 
supports internal evaluation

Point in time PD with term structures, 
CDS and other analytics, available on a 
current and historical basis.



MARS Credit Risk Overview

• Default risk (with full term structure) and Model 
CDS

• Loss Given Default (and recovery), and support 
for accounting requirements

Portfolio Credit Analytics

• Over 516,000 companies globally, updated daily
• 92% accuracy ratio
• 115 sovereigns
• Private companies in your portfolio

Extensive Coverage

• API, UI for trader / risk manager / finance users
• Knowledge Date  / As-of Date

Flexible Delivery, Reporting and 
Retrieval Coverage as of September 30, 2021

Private Public TOTAL
AFRICA 364 1,641 2,005
ASIA 30,773 36,079 66,852
EASTERN EUROPE 22,901 5,900 28,801
LATIN AMERICA 4,384 1,956 6,340
MIDDLE EAST 573 2,502 3,075
NORTH AMERICA 84,543 23,388 107,931
WESTERN EUROPE 288,294 12,809 301,103
TOTAL 431,832 84,275 516,107



MARS Credit Risk – Analytics

Feature MARS Credit
Analytics

Probability of Default 3 mo – 20 yr
Model-Implied CDS 5 yr
Loss Given Default Yes
Support ECL/CECL Yes

Parameter Scenarios
Multiple parameters

Output / Archive
Distribution Channels MARS UI, MARS API
Archive Knowledge / as-of date
Frequency On-demand / Batch / Scheduled



No Scenario

MARS Credit Risk – Example – Russia Corporates

• Recovery has begun to take 
hold in Russia, but there are 
some challenges ahead.

• How could one evaluate 
what could happen if 
situation were to deteriorate 
as it did in 2020Q1? 



Example Scenario Result

MARS Credit Risk – Example – Russia Corporates
Powerful, flexible scenarios



Bloomberg Sustainability Data Solutions

Reported  
ESG Data

ESG
Scores

Sustainable  
Debt

Carbon 
Emissions DMS EU

Taxonomy
Global 

Facilities
Alternative  

Data

11,800 companies
102 countries
84% of global market cap   
Historical data back to 
2006
1,200+ fields

Bloomberg's full suite of 
scoring solutions allow you 
to leverage scores produced 
by Bloomberg as well as 
third-party providers.

Reported & estimated 
Scope 1 & 2 emissions 
data
Historical data back to 
2010
50,000 global companies 
covered

11,000+ global public 
companies
193,000+ total facilities

Find green, social and 
sustainability bonds and 
sustainability-linked 
securities that support 
specific investment goals.

Maximize the value of 
your ESG data with 
Bloomberg Data 
Management Services 
(DMS) 

From January 2022, 
financial market participants 
will be required to report 
how and to what extent their 
financial products align with 
the EU taxonomy. 

Access data with easy-to-use 
formats and standard 
identifiers that help you test 
datasets and extract insights 
faster. Choose from a variety 
of data sources and formats 
covering a wide range of 
industries and markets.



Questions?

Bloomberg Risk Solutions (RISK <GO> or www.bloomberg.com/risk)
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