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Research Update:

Republic Of Suriname ‘BB-/B’ Ratings Affirmed,
Outlook Stable

Overview

« W affirmed our 'BB-/B ratings on Surinanme to reflect its inproving
macr oecononi ¢ fundanental s, robust mediumtermgrowh prospects, a | ow
debt position, and solid external indicators, offset by its narrow
econoni ¢ base and institutional capacity constraints.

» The outlook on the long-termratings is stable. The ratings could inprove
if the governnment's fiscal position beconmes stronger through econonic
reforns and/or large investnments in the mining sector that boost GDP
growt h prospects and government revenues.

Rating Action

On April 30, 2012, Standard & Poor's Ratings Services affirned its 'BB-' |ong-
and 'B short-termforeign and [ ocal currency sovereign credit ratings on the
Republic of Surinane. At the sane tine, we affirmed our 'BB transfer and
convertibility assessnment of Surinane. Today's rating action is part of our
regul ar review

Rationale

The ratings on Suriname reflect its inproving macroecononic fundanentals,
robust nediumtermgrowh prospects, a | ow debt position (with net general
governnent debt at l[ess than 20% of GDP at the end of 2011), and solid
external indicators based on current account surpluses, higher |evels of
foreign direct investnent, and rising international reserves. Mre
importantly, there is a growing political consensus on preserving

nmacr oeconom ¢ stability, as witnessed by the governnment's willingness to
pursue an unpopul ar deval uati on and tax hikes in 2011 to reduce foreign
exchange pressures that built up in the prior year. Ofsetting these
supporting factors is Suriname's narrow econom ¢ base that's strongly tied to
commodities: alumna, gold, and oil constituted nore than 80% of current
account receipts at the end of 2011. In addition, there are ongoi ng
institutional capacity constraints that hinder debt nanagenment, public

i nvestrment, and a nore forceful advancenent of structural reforns.

The governnent's aggressi ve debt-reduction and arrears clearance during the
past three years is another inportant indicator of the sovereign's strategy to
structurally inprove its credit profile amid the positive econom ¢ nonent um
Ref | ecting high noninal GDP growth, and debt forgiveness and repaynent,
Suriname's net general government debt has declined to about 14% of GDP in
2011 from 36% i n 2004.
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The country's growh prospects benefit fromthe significant investnents in the
oil and mning sectors. Average GDP growth for the |ast 10 years has been 5%
The country's potential is |likely between 4% and 5% for the next three years.

Outlook

The outl ook is stable. If the government successfully creates a sovereign
weal th fund, inplenents tax reformconsisting of a VAT and | ower individua
and corporate taxes, and broadens its nonetary policy tools with the

i ntroduction of open-market operations, the ratings could inprove.
Furthernore, large additional investnents in the mning and oil sectors could
| ead to higher growth prospects with higher |evels of exports and governnent
revenues, resulting in a higher rating.

A sustained sharp fall in commodity prices, which would significantly | ower
exports and government revenues, could pressure public finances and the

bal ance of paynents. Failure to respond in a tinely and forceful nanner to
such a scenario could result in fiscal slippage and other significant economc
i mbal ances, resulting in a |ower rating.

Related Criteria And Research
Soverei gn Governnment Rating Methodol ogy and Assunptions, June 30, 2011

Ratings List
Rati ngs Affirned

Surinanme (The Republic of)
Sovereign Credit Rating BB-/ St abl e/ B
Transfer & Convertibility Assessnent BB

Conplete ratings information is avail able to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.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 umm.
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