THOMSON REUTERS

EMERGING ASIA CDS INDEX

Thomson Reuters is proud to offer a new CDS proprietary Index uniquely designed to track

the credit risk of the Asian markets.

The new Thomson Reuters Emerging Asia CDS Index provides investors the option to
hedge against movements in credits across a range of sovereign and corporate names.

The Thomson Reuters Emerging Asia CDS Index
is a volume-weighted Sovereign Corporate Index
comprising 11 constituents. These are hand-picked
by major regional dealers to reflect liquidity.

The index will roll every six months, with constituents
weighted by gross notional CDS volumes from

the DTCC. The volumes used are the average
outstanding for the constituents over the prior six
months: they will remain constant for the life of

the series. Index constituents will be reviewed with

participating dealers every six months prior to the roll.

ANALYTICS

We carry out a regression analysis on the behaviour
of the individual CDS constituents in relation to

the overall volume-weighted index and, based on
the strength/weakness of that relationship, try to
highlight which entity is currently over/undervalued.
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EXPEANATION OFFIEEDS Residual - the residual is the difference

between the observed Y value (current 5Y
CDS constituent spread) and the predicted
Y value (CDS Beta).

Residuals = Current 5YCDS Spread -
Calculated CDS Spread based on the

5Y Spread - sourced regression.

from Thomson Reuters
EOD CDS service.

WT - Weight: single constituent
Gross CDS volume/Sum of Gross

Volumes. For example, if the Residual is positive,

this would imply the constituent’s current

COlI - Country of Origin.

Gross CDS Volume - we
average the DTCC weekly
volumes per entity over
the last 24 weeks.

CDS spread is too wide and we could

expect a

tightening.

Conversely, if the Residual is negative,

this wou
WA - Weighted-Average
Spread: WT x CDS Spread.

ld suggest the constituent’s CDS

spread is too tight (it's over-performing)
and we could expect the spread to widen.
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Alpha (b1) - also known as the
y-intercept — indicates to us the
value of the CDS (Y) when the
independent value (X) is equal

to zero. We use 500 days of
historical price data to determine
the Alpha. The calculation used to
derive this figure is the following:
(Mean of Y-Beta) * Mean of X.

Beta (b2) - also known as the
slope - is the measure of the
change in the dependent (the
CDS) variable given a change

in the independent variable

(the index). We use 500 days of
historical price data to determine
the Beta. The calculation used to
derive this figure is the following:
Covariance (X,Y)/Variance X.

CDS (Beta) — also known as
predicted Y — once we have
calculated b1and b2, we plug
these into the regression equation
Y;=b,+b,X;+e; input an X value
(index level) and derive a new
(predicted) Y value for the CDS.

Corr - also known as R? or
coefficient of determination

— measures the degree of
correlation between the CDS
Spread of each constituent and
the volume-weighted Index
Spread. A correlation of Tindicates
a strong positive correlation
(prices move in tandem) while
-1indicates a strong negative
correlation (prices move in
opposite directions). A correlation
of O indicates that there is no
observable correlation between
constituents and the Index.
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FEATURES
Easy to navigate features available in CreditViews:

* The Constituent Name is linked to the entity page

e The Constituent Spread is linked to an IDN quote

¢ The Constituent Gross Volume is linked to
historical Gross/Net/Contracts timeseries
since November 2008

/2 Reuters CreditViews - Single Name - Windows Internet Explorer

Dounload Single Data Points for: single Name. | Hult Names |
Reuters CDS Indonesia, Republic of

* The Gross/Net notional headings are linked to

DTCC charts

e All columns can be sorted to view, for example,
most undervalued or overvalued entity

All columns are sortable.
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FOR MORE INFORMATION

Read more about our products at
financial.thomsonreuters.com

Send us a sales enquiry at
financial/thomsonreuters.com/sales

Find out how to contact your local office
financial/thomsonreuters.com/locations

Access customer services at
financial.thomsonreuters.com/customers
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IMPORTANT

Please note that the DTCC volumes used for calculating
the weighted average spread for Pakistan and Temasek
are identical. This is due to the fact that the DTCC currently
provides single name volumes for the top 1,000 reference
entities only — consequently, we use the lowest available
gross volume figure from the DTCC in our calculations.
Given the low volumes associated with the above
mentioned constituents, we do not feel this will have

any material impact on the weighted average spreads
used to calculate the index.
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