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Research Update:

Ratings On 35 Eurozone Public Finance Entities
On CreditWatch With Negative Implications
Following Sovereign Actions

Overview
• Under our methodology applicable to local and regional governments (LRGs)
and their related sovereigns, we generally cap the ratings on LRGs based
on the long-term rating on the related sovereign.

• Consequently, following the placement of our ratings on eurozone
sovereigns on CreditWatch with negative implications, we are also placing
our ratings on 30 eurozone LRGs on CreditWatch with negative implications.

• We also are placing three Spanish LRGs with special "Foral" status, and
Municipality Finance PLC and Municipal Guarantee Board on CreditWatch
with negative implications.

• We expect to resolve the CreditWatch status on the LRGS, as well as
Municipality Finance PLC and Municipal Guarantee Board, once the
CreditWatch status on their related sovereign has been resolved. In those
cases, the resolution may result in downgrades by up to two notches
depending on the resolution for the related sovereigns.

• We expect to resolve the CreditWatch status of the three Spanish Foral
LRGs once we assess the impact of the rising systemic issues in the
eurozone on their credit standing.

Rating Action
On Dec. 7, 2011, Standard & Poor's Ratings Services placed a number of local
and regional governments and public finance entities on CreditWatch with
negative implications in the following countries.

Austria:
State of Tyrol
State of Upper Austria
City of Vienna (unsolicited)
Ratings on Austrian LRGs may be downgraded by one notch, if at all, in line
with the rating on the sovereign.

Belgium:
Region of Brussels-capital
Community of Flanders
Ratings on Belgium LRGs may be downgraded by one notch, if at all, in line
with the rating on the sovereign.

Finland:
Municipality Finance PLC
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Municipal Guarantee Board
Ratings on Finnish public finance entities may be downgraded by one notch, if
at all, in line with the rating on the sovereign.

France:
City of Paris
Region Ile de France
Ratings on French LRGs may be downgraded by up to two notches, if at all, in
line with the rating on the sovereign.

Germany:
State of Saxony
State of Bavaria
Ratings on German LRGs may be downgraded by one notch, if at all, in line with
the rating on the sovereign.

Italy:
City of Bologna
Region of Marches
Province of Rome
City of Rome
Region of Sicily
Region of Emilia-Romagna
Autonomous Region of Friuli-Venezia Giulia
Region of Liguria
City of Milan
City of Genoa
City of Turin
City of Florence
Region of Umbria
Region of Campania
Ratings on Italian public finance entities may be downgraded by up to two
notches, if at all, in line with the rating on the sovereign.

Spain (normal status regions):
Autonomous community of Aragon
Autonomous community of Galicia
Autonomous community of Canary Islands
Autonomous community of Madrid
Autonomous community of Andalusia
City of Barcelona
Province of Barcelona
Ratings on Spanish LRGs entities may be downgraded by up to two notches, if at
all, in line with the rating on the sovereign.
Spain (special Foral status entities):
Although they are not capped by the sovereign rating, we are also placing on
CreditWatch with negative implications the following entities:

Autonomous community of Basque Country
Autonomous community of Navarre
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Historical territory of Bizkaia
Ratings on special Foral status entities may be lowered as a result of rising
systemic issues in the eurozone, which may prompt us to individually reassess
their overall links with Spain, in the context of a potential weakening of the
sovereign credit profile.

Rationale
In accordance with our methodology applicable to LRGs and their related
sovereigns, we capped the ratings on LRGs at the same level as their
respective sovereigns (see "Methodology: Rating A Regional Or Local Government
Higher Than Its Sovereign," published Sept. 9, 2009).

Under our criteria, an LRG can be rated higher than its sovereign only if we
expect it to exhibit characteristics including:

• The ability to maintain stronger credit characteristics than the
sovereign in a stress scenario. This includes, among other factors, lack
of dependence on the sovereign for any appreciable share of its revenues,
and a more diverse and wealthy economy than the national economy;

• An institutional framework that limits the risk of negative sovereign
intervention; and

• The ability to mitigate negative sovereign intervention through high
financial flexibility and independent treasury management. (see
"Methodology: Rating A Regional Or Local Government Higher Than Its
Sovereign").

At this stage, we do not believe that the 30 LRGs currently placed on
CreditWatch meet these criteria, and hence they cannot be rated above the
sovereign.

In contrast with the other 30 LRGs, we believe that the three Spanish Foral
entities display the above characteristics, which allows them to be rated
above the sovereign. However, we are placing the ratings on Foral entities on
CreditWatch due to our view that rising systemic stress in the eurozone might
weaken their credit standing. More specifically, systemic stress may prompt a
reassessment of their overall institutional and economic links with Spain, in
light of a potential weakening of the sovereign's credit profile.

Our actions on Municipality Finance PLC and Municipal Guarantee Board reflect
our view that these two entities are highly dependent on the creditworthiness
of the Finnish LRG sector, which in turn is interrelated with the sovereign's
credit standing. Ratings on Municipality Finance PLC and Municipal Guarantee
Board hinge on the joint support of the Finnish local government sector. This
support is formalized in the joint pro-rata municipal guarantee provided to
Municipal Guarantee Board, which in turns extends it exclusively to
Municipality Finance. In addition, we do not consider that the Finnish LRG
sector meets our criteria for ratings higher than those of the sovereign, as
described above.
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CreditWatch
The placement of the ratings on LRGS, as well as Municipality Finance PLC, and
Municipal Guarantee Board, on CreditWatch with negative implications mirror
the similar actions on their related sovereigns. The CreditWatch status
reflects our view that we could lower the respective ratings, all other things
being equal, should we lower our ratings on their related sovereigns.

We expect to resolve the CreditWatch status of the ratings on these entities
following the resolution of the CreditWatch status of their related
sovereigns. The resolution may result in an affirmation, or a downgrade by one
or two notches, depending on final action on the related sovereign (see
"Standard & Poor's Puts Ratings On Eurozone Sovereigns On CreditWatch With
Negative Implications," Dec 5, 2011).

We expect to resolve the CreditWatch status of the ratings on the three Foral
Spanish entities that are not capped at the sovereign level once we assess the
impact of the rising systemic stress in the eurozone on their credit standing.
We may reassess the overall links of these Foral entities and Spain, in the
context of a possible weakening of the sovereign's credit profile.

Related Criteria And Research
All articles listed below are available on RatingsDirect on the Global Credit
Portal, unless otherwise stated.
• Methodology For Rating International Local And Regional Governments,
Sept. 20, 2010

• Methodology: Rating A Regional Or Local Government Higher Than Its
Sovereign, Sept. 9, 2009

• Standard & Poor's Puts Ratings On Eurozone Sovereigns On CreditWatch With
Negative Implications,, Dec 5, 2011

Ratings List

Ratings Affirmed; CreditWatch Action
The ratings listed below are issuer credit ratings.

To From

State of Tyrol
Long-Term Issuer Credit Rating AAA/Watch Neg AAA/Stable
Short-term Issuer Credit Rating A-1+ A-1+

State of Upper Austria
Long-term Issuer Credit Rating AAA/Watch Neg AAA/Stable
Short-term Issuer Credit Rating A-1+ A-1+
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City of Vienna (unsolicited)
Long-term Issuer Credit Rating AAA/Watch Neg AAA/Stable
Short-term Issuer Credit Rating A-1+ A-1+

Region of Brussels-Capital AA/Watch Neg/-- AA/Negative/--

Community of Flanders
Long-term Issuer Credit Rating AA/Watch Neg AA/Negative
Short-term Issuer Credit Rating A-1+ A-1+

Municipality Finance PLC
Long-term Issuer Credit Rating AAA/Watch Neg AAA/Stable
Short-term Issuer Credit Rating A-1+ A-1+

Municipal Guarantee Board
Long-term Issuer Credit Rating AAA/Watch Neg AAA/Stable
Short-term Issuer Credit Rating A-1+ A-1+

City of Paris
Long-term Issuer Credit Rating AAA/Watch Neg AAA/Stable
Short-term Issuer Credit Rating A-1+ A-1+

Region of Ile-de-France
Long-term Issuer Credit Rating AAA/Watch Neg AAA/Negative
Short-term Issuer Credit Rating A-1+ A-1+

State of Saxony
Long-term Issuer Credit Rating AAA/Watch Neg AAA/Stable
Short-term Issuer Credit Rating A-1+ A-1+

State of Bavaria
Long-term Issuer Credit Rating AAA/Watch Neg AAA/Stable
Short-term Issuer Credit Rating A-1+ A-1+

City of Bologna A/Watch Neg/-- A/Negative/--

Region of Marches A/Watch Neg/-- A/Negative/--

Province of Rome A/Watch Neg/-- A/Negative/--

City of Rome A/Watch Neg/-- A/Negative/--

Region of Sicily A/Watch Neg/-- A/Negative/--

Region of Emilia-Romagna A/Watch Neg/-- A/Negative/--

Autonomous Region of Friuli-Venezia Giulia
A/Watch Neg/-- A/Negative/--

Region of Liguria A/Watch Neg/-- A/Negative/--
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City of Milan A/Watch Neg/-- A/Negative/--

City of Genoa A/Watch Neg/-- A/Negative/--

City of Turin A/Watch Neg/-- A/Negative/--

City of Florence A-/Watch Neg/-- A-/Stable/--

Region of Umbria A/Watch Neg/-- A/Negative/--

Region of Campania A-/Watch Neg/-- A-/Negative/--

Autonomous Community of Aragon AA-/Watch Neg/-- AA-/Negative/--

Autonomous Community of Galicia AA-/Watch Neg/A-1+ AA-/Negative/A-1+

Autonomous Community of Canary Islands
AA-/Watch Neg/-- AA-/Negative/--

Autonomous Community of Madrid AA-/Watch Neg/A-1+ AA-/Negative/A-1+

Autonomous Community of Andalusia A+/Watch Neg/-- A+/Negative/--

City of Barcelona
AA-/Watch Neg/-- AA-/Negative/--

Province of Barcelona AA-/Watch Neg/-- AA-/Negative/--

Spain (special Foral status entities):
Autonomous Community of the Basque Country

AA+/Watch Neg/-- AA+/Negative/--
Autonomous Community of Navarre

AA+/Watch Neg/-- AA+/Negative/--
Historical territory of Bizkaia

AA/Watch Neg/A-1+ AA/Stable/A-1+

Complete ratings information is available to subscribers of RatingsDirect on
the Global Credit Portal at www.globalcreditportal.com. All ratings affected
by this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following Standard & Poor's numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright © 2011 by Standard & Poors Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved.

Standard & Poors  |  RatingsDirect on the Global Credit Portal  |  December 7, 2011 8

919955 | 300027086


	Research:
	Overview
	Rating Action
	Rationale
	CreditWatch
	Related Criteria And Research
	Ratings List


