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T
he new

 risks of globalisation

T
he end of the classical approach to ‘C

ountry
R

isk’

T
he purely structural m

easure of the econom
ic and political risk

oftransfer and of convertibility 

A
n inevitable and gradual m

utation:

�
A

 structural factor: the globalisation process, w
hich is accom

panied by a 
steady shift in the dividing line betw

een the em
erging

and the developed 
countries, and an increase in the econom

ic and financial exchanges betw
een 

the em
erging and the developing countries

�
A

 double accelerator factor: the econom
ic and financial crisis and the 

heterogeneous character of the w
orld econom

ic recovery, w
ith no rapid 

decrease in global im
balances, w

hich are accom
panied by an increase in 

volatility

T
he difficulties of som

e are the problem
s of everyone
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T
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3
m

ajor m
utations  =

>
  2 new

 indicators

W
orld econom

ic
grow

th
(accelerated

grow
th

in 
em

erging
countries) 

+

S
carcity

of resources
(com

m
odities) 

+

G
row

th
in cross trading

C
yclical R

isk Indicator
(C

R
I)

new
 indicator 1

Increased
short-term

risk

T
he increase

in 
interdependence

T
he increase

in social 
risk

T
he persistence

of 
financialinstability

S
ystem

ic P
olitical R

isk

already partof the 
S

tructuralC
ountry

G
rade

M
ore volatile 

politicalrisk

F
inancing F

low
s Indicator

(F
F

I)

new
 indicator 2

U
nequaldivision of the 

fruits of grow
th

+

D
em

ographic
developm

ents
(and com

m
unication tools) 

+

R
igidity

of certain political
regim

es

F
inancial disequilibria

+
 

V
olum

e of liquidity
and 

capital flow
s

+
 

S
overeign

debts

+
 

C
risis

of certain banking
system

s

M
ore volatile 

risk
aversion
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T
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T
he new

 approach: a com
bination of the structural approach 

and of short term
 alerts indicators

(1)

C
yclical R

isk Indicator 

(C
R

I R
ating)

F
inancing F

low
s Indicator

(F
F

I R
ating)

C
ountry G

rade
(on a scale of 6 )

Low
 risk

M
edium

 risk

S
ensitive risk

H
igh risk

S
tructural 

approach
S

hort term
 alerts 

indicators

In the end, 4 m
ajor categories ofcountry risk policy

new
 indicator 1

new
 indicator 2
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T
he new

 risks of globalisation

T
he new

 approach: a com
bination of the structural approach 

and of short term
 alerts indicators

(2)

In the end, 4 m
ajor categories 

of country risk policy

C
yclical R

isk Indicator 

(C
R

I R
ating)

F
inancing F

low
s 

Indicator

(F
F

I R
ating)

M
acro-econom

ic
im

balances
(M

acroeconom
ic 

R
ating)

Institutional/
structural factors

(S
tructural B

usiness 
E

nvironm
ent R

ating)

S
ystem

ic E
conom

ic R
isk

(E
conom

ic R
isk R

ating –
E

)

S
ystem

ic P
olitical R

isk 

(P
olitical R

isk R
ating –

P
)

S
ystem

ic w
eaknesses and 

governm
ent effectiveness  

S
ource : E

uler H
erm

es

Low
 risk

M
edium

 risk

S
ensitive risk

H
igh risk

A
A

A
B

B
B

C
D

T
otal

w
ithout

15
32

6
7

36
79

175

L1
3

4
8

8
2

0
25

L2
15

0
5

1
2

0
23

M
1

0
0

1
0

1
1

3
M

2
3

0
0

0
1

0
4

L3
2

0
0

0
0

0
2

H
1

0
0

0
0

1
0

1
M

3
1

0
0

3
4

0
8

H
2

0
0

0
0

0
0

0
H

3
4

0
0

0
0

0
4

T
otal

43
36

20
19

47
80

245

C
ountry grade

Short Term Alerts Indicator
(CRI - FFI combinaison)



©
E

uler H
erm

es P
ress C

onference –
P

aris, A
pril 28th 2011

T
he new

 risks of globalisation

H
ow

 to understand the new
 country risk

m
atrix? 

�
T

he
C

ountry
G

rade
is a long-term

 (structural) indicator. 
It refers to the purely structural m

easure of the econom
ic and political risk oftransfer and of 

convertibility.

�
F

inancialF
low

Indicator
(F

F
I)  and C

yclical R
isk

Indicator
(C

R
I) 

are short–term
(cyclical) indicators.

F
F

Iis an indicator of a country’s vulnerability to exogenous shock and of its capacity to 
resist or avoid system

ic shock, in particular w
ith regard to its

sensitivity to capital flow
s. It 

has a 3-level scale of risks, by increased order of risk: low
, m

edium
 and high (L, M

 and H
).

C
R

I m
easures the risk of w

orsening paym
ents (paym

ent periods, non-paym
ents) in relation 

to m
acroeconom

ic developm
ents, irrespective of structural transfer and convertibility risk. It 

has a 3-level scale of risks, by increased order of risk: low
, m

edium
 and high (1, 2 and 3).

�
T

he
new

 risk
classification, w

ith 4
m

ajors categories, is
the synthesis

of the 3 indicators.
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T
he new

 risks of globalisation

S
ource : E

uler H
erm

es

B
etter risk assessm

ent
F

F
I and C

R
I rating per country, by S

tructural C
ount

ry G
rade subindicator

A
A

F
F

I
C

R
I

A
F

F
I

C
R

I
B

F
F

I
C

R
I

A
u
stra

lia
L

1
C

h
ile

L
1

B
a
h
ra

in
M

3
A

u
stria

L
2

H
o
n
g
 K

o
n
g

L
1

C
h
in

a
L

1
B

e
lg

iu
m

L
2

M
a
la

ysia
L

1
C

o
lo

m
b
ia

L
1

C
a
n
a
d
a

L
1

T
a
iw

a
n

L
1

C
o
sta

 R
ica

L
1

C
yp

ru
s

M
2

C
ro

a
tia

M
3

D
e
n
m

a
rk

L
2

B
B

F
F

I
C

R
I

G
u
a
te

m
a
la

L
2

E
sto

n
ia

L
3

B
ra

zil
L

1
In

d
ia

L
1

F
in

la
n
d

L
2

C
ze

ch
 R

e
p
u
b
lic

L
2

M
o
ro

cco
L

1
F

ra
n
ce

L
2

Isra
e
l

L
1

P
a
n
a
m

a
L

1
G

e
rm

a
n
y

L
2

K
o
re

a
 (S

o
u
th

)
L

1
P

h
ilip

p
in

e
s

L
1

G
re

e
ce

H
3

K
u
w

a
it

L
2

T
h
a
ila

n
d

L
1

Ire
la

n
d

H
3

M
e
xico

L
2

T
u
n
isia

M
3

Ita
ly

M
2

O
m

a
n

L
1

Ja
p
a
n

M
3

P
e
ru

L
1

C
F

F
I

C
R

I
L
u
xe

m
b
o
u
rg

L
2

P
o
la

n
d

L
1

A
lg

e
ria

L
1

M
a
lta

L
2

Q
a
ta

r
L

1
B

u
lg

a
ria

L
2

N
e
th

e
rla

n
d
s

L
2

S
a
u
d
i A

ra
b
ia

L
1

D
o
m

in
ica

n
 R

e
p
u
b
lic

M
1

N
e
w

 Z
e
a
la

n
d

L
2

S
o
u
th

 A
frica

M
1

E
g
yp

t
M

3
N

o
rw

a
y

L
2

T
rin

id
a
d
 &

 T
o
b
a
g
o

L
2

H
u
n
g
a
ry

M
2

P
o
rtu

g
a
l

H
3

U
.A

.E
.

L
2

In
d
o
n
e
sia

L
1

S
in

g
a

p
o
re

L
1

L
a
tvia

M
3

S
lo

va
k
 R

e
p
u
b
lic

L
2

L
ith

u
a
n
ia

M
3

S
lo

ve
n
ia

L
3

R
o
m

a
n
ia

M
3

S
p
a
in

H
3

R
u
ssia

L
2

S
w

e
d
e
n

L
2

T
u
rk

e
y

H
1

S
w

itze
rla

n
d

L
2

U
K

M
2

D
F

F
I

C
R

I
U

S
A

L
2

A
rg

e
n
tin

a
M

1

Low
 risk

M
edium

 risk

S
ensitive risk

H
igh risk

E
xam

ple : 
S

pain
is classified as ‘S

ensitive R
isk’since there

is no structural risk of transfer
and convertibility (C

ountry 
G

rade is A
A

)
but the country is experiencing high cyclical risk (C

R
I is 3) and

high financial fragility (F
F

I is 3).
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T
he new

 risks of globalisation

T
he 3 operational conclusions 

�
C

ountry risk is 
evolving, and is 
sim

ultaneously 
m

ore com
plex, 

volatile and global, 
but is no less 
strong than before

�
B

usinesses are 
m

ore vulnerable 
than before, facing 
a m

ultiplicity of 
risks

�
T

he indispensable 
and increasing 
im

portance of risk 
m

anagers

M
iddle E

ast     Israel-P
alestine, Iraq and Iran 

N
orth K

orea     U
npredictable regim

e

C
hina-U

S
         E

conom
ic tensions, global rivalry

T
errorism

, global/regional pandem
ic, natural disasters…

D
eveloped and em

erging countries to w
atch…

…
w

ith geopolitical and other issues

G
rade

C
R

I -
F

F
I

N
um

ber of countries
Low

 risk
A

A
 to B

B
all

92
countries

B
all

16
countries

M
edium

 risk
A

A
 to B

B
L3

2
E

stonia, S
lovenia

S
ensitive risk

A
A

 to B
B

M
3

1
Japan

H
3

4
G

reece, Ireland, P
ortugal, S

pain
B

M
3

3
B

arhain, C
roatia, T

unisia
C

L1
2

A
lgeria, Indonesia

L2
2

B
ulgaria, R

ussia
M

1
1

D
om

inican R
epublic

M
2

1
H

ungary
H

1
1

T
urkey

H
igh risk

C
M

3
4

E
gypt, Latvia, Lithuania, R

om
ania

w
ithout

36
countries

D
M

1
1

A
rgentina

w
ithout

79
countries

S
ource : E

uler H
erm

es
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A
P

P
E

N
D

IX
 :D

efinition and m
ethodology
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T
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 risks of globalisation

1 –
C

ountry G
rade

V
ery high external transfer &

 convertibility risk and w
eak business environm

ent
D

H
igh external transfer risk convertibility risk and w

ell below
 average business environm

ent
C

S
ignificant external transfer &

 convertibility risk and below
 average business environm

ent
B

M
oderate external transfer &

 convertibility risk and sound, above average business environm
ent

B
B

Low
 external transfer &

 convertibility risk and strong business environm
ent

A

V
ery low

 external transfer &
 convertibility risk and very strong

business environm
ent

A
A

D
D

D
D

D
D

E
6

D
C

C
C

C
C

E
5

D
C

B
B

B
B

E
4

D
C

B
B

B
B

B
B

B
E

3

D
C

B
B

B
A

A
E

2

D
C

B
B

B
A

A
A

E
1

P
4

P
3-

P
3+

P
2-

P
2+

P
1

E
6

E
6

E
6

E
6

E
6

E
6

M
E

6

E
6

E
5

E
5

E
5

E
5

E
5

M
E

5

E
6

E
5

E
4

E
4

E
4

E
4

M
E

4

E
6

E
5

E
4

E
3

E
3

E
3

M
E

3

E
6

E
5

E
4

E
3

E
2

E
2

M
E

2

E
6

E
5

E
4

E
3

E
2

E
1

M
E

1

S
B

E6
S

B
E5

S
B

E4
S

B
E3

S
B

E2
S

B
E1

T
he M

acroeconom
ic R

ating (M
E

) and the 
S

tructural B
usiness E

nvironm
ent R

ating 
(S

B
E

) are com
bined to determ

ine the 
E

conom
ic R

isk R
ating (E

) on a scale of 6 
(E

1, E
2, E

3, E
4, E

5, E
6)

P
olitical R

isk R
ating

(P
)

T
he E

conom
ic R

isk R
ating (E

) and the 
P

olitical R
isk R

ating (P
) are com

bined to 
determ

ine the C
ountry G

rade on a scale of 6 
(A

A
, A

, B
B

, B
, C

, D
) 
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H M L

Indicator

H
igh

M
oderate

Low

R
isk

C
yclical R

isk Indicator -
C

R
I

2 –
S

hort T
erm

 A
lerts Indicator

F
inancial F

low
s Indicator -

F
F

I

H
igh vulnerability risk and high cyclical risk

H
3

H
igh vulnerability risk. A

cceptable cyclical risk, but high uncertainty
H

2

S
ignificant vulnerability risk and high cyclical risk

M
3

H
igh vulnerability risk. Low

 cyclical risk
H

1

Low
 vulnerability risk, but high cyclical risk 

L3

S
ignificant vulnerability risk. A

cceptable cyclical risk, but som
e uncertainty.

M
2

S
ignificant vulnerability risk. Low

 cyclical risk
M

1

Low
 vulnerability risk. A

cceptable cyclical risk, but som
e uncertainty

L2

Low
 vulnerability risk. Low

 cyclical risk
L1

F
F

I and C
R

I are com
bined to get the S

hort T
erm

 A
ler

ts Indicator
T

he table below
 brings the tw

o indicators together to help interpret the level of risk associated w
ith the 

nine possible com
binations. T

he table is arranged according to levels of risk. H
igh

3

A
cceptable, but som

e 
uncertainty

2

Low
1

R
isk

Indicator
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