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Research Update:

Ratings On Belize Raised To 'B-/B' On Expected
Completion Of Debt Exchange; Outlook Stable;
Bonds Due In 2038 Rated 'B-'

Overview

e Creditors holding 86% of Belize's $547 nmillion bonds due in 2029 have
accepted the debt exchange offer, and today the Governnment of Belize will
exchange the 2029 bonds for new bonds naturing in 2038.

* W are raising our long- and short-termforeign and | ocal currency issuer
credit ratings on Belize to 'B-/B'.

* W are assigning a 'B-' senior unsecured foreign currency rating on
Bel i ze' s new proposed bonds due in 2038.

e The stable outl ook on Belize reflects our expectation that the debt
exchange will noderate sonme nmediumtermfiscal pressure but that the
governnent's debt burden will remain heavy and econom c growth prospects
nodest .

Rating Action

On March 20, 2013, Standard & Poor's Ratings Services raised its |long- and
short-termforeign currency sovereign credit ratings on Belize to 'B-/B from
'"SDISD . W also raised our Iong- and short-termlocal currency sovereign
credit ratings on Belize to "B-/B from'CCC+ C . The outl ook is stable. At
the sane tine, we assigned a 'B-' senior unsecured foreign currency rating on
Bel i ze's new bonds due in 2038. In addition, we affirmed our 'B-' transfer and
convertibility assessnent.

Rationale

W expect the Governnent of Belize will conclude today a debt exchange of its
US$547 million bonds due in 2029 for new proposed bonds maturing in 2038,

foll owi ng the acceptance by creditors hol ding 86% of Belize's 2029 bonds. The
par val ue of the new bonds will equate the sum of 90% of the principal of the
2029 bonds plus accrued capitalized interest arrears through March 19, 2013 on
t he 2029 bonds. The new bonds will begin to anortize in 2019, and their
step-up interest rate will accrue at 5% from March 20, 2013 to Aug. 19, 2017,
and then rise to 6. 767% thereafter. Oficial nultilateral debt and the
government's donestic treasury notes and bills are excluded fromthis exchange
of fer.

We expect that Belize will continue to face a heavy debt burden, absent
stronger nediumterm GDP grow h and fiscal consolidation. The debt exchange
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wi Il reduce Belize's gross general government debt to 71% of GDP in 2013 from
77%in 2011. The debt rescheduling will noderate debt service over the nedi um
term |owering the general government interest burden to a projected 10% of
fiscal revenues (2.5%of GDP) in 2014-2015 from 23% of revenues (6% of GDP) in
2011. Belize's nediumterm growth prospects--we project 2.5% average annua
growm h for 2013-2015--are weaker than those of peers rated in the 'B

cat egory.

Large net external liabilities--nore than 170% of current account
receipts--will pose significant vulnerabilities and constrain the rating over
the mediumterm in our view W expect that the government's access to the
international capital markets will likely remain limited, constraining
external liquidity. However, Belize is likely to retain access to financing
frommltilateral |enders. The country's gross forei gn exchange reserves have
been stabl e--just over US$300 million as of March 6. W expect that inproved
tourismreceipts, investnent in the sugar sector, growh of bovine exports,
and sustained infrastructure and project financing disbursenents fromthe

Cari bbean Devel opnent Bank, Inter-Anerican Devel opment Bank, and Central
Anerican Bank for Economic Integration will support reserves over the next two
years. However, declining oil production will continue to exert downward
pressure on foreign reserves, absent robust growh of alternative exports.
Furthernore, conpensation clainms stenmng fromthe nationalization of Belize
Tel emedi a Ltd. (in 2009) and Belize Electricity Ltd. (in 2011), both currently
under litigation, pose contingent liabilities that could total 8% of CGDP
according to government estinates (which are |ower than clainmants' estinmates).
These clainms could, in our view, still pose some risk to the government's
ability to service its newy issued debt.

The issuer credit ratings on Belize are al so constrai ned by our view of
Belize's weak political institutions, mediumtermgrowh prospects, and its
education and infrastructure investnent needs. The government's financing
options are limted, reflecting shall ow donestic capital markets. Like al
Cari bbean nations, hurricanes pose a constant risk.

Outlook

The stable outl ook on Belize reflects our expectation that the conpletion of

t he debt exchange will noderately alleviate mediumtermfiscal pressure
However, the government's debt burden will remmin |large, and the country's
econom c growth prospects will remain affected by infrastructure and a
shortage of skilled | abor. W would nost likely raise the rating if Belize's
fiscal and debt indicators inprove, growh and investnent prospects accel erate

sustai nably, and external liquidity rises. W would nost likely [ower the
ratings if external liquidity worsens.
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Conplete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obalcreditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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