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professionals or institutional clients of Credit Suisse should, 
before entering into any transactions, consider the suitability of 
the transaction to individual circumstances and objectives. 

 

An important segment of the CHF domestic bond mar-
ket 

Swiss Pfandbriefe are, after Swiss government bonds, the 
largest and most liquid segment of the CHF domestic bond 
market, accounting for 19.2% of all listed domestic bonds at 
end-May 2008 (see Figure 1). As illustrated in Figure 2, the 
volume of Swiss Pfandbriefe outstanding has expanded 
sharply over the past 20 years, which led to improved liquidity 
in the secondary market. The launch of the Swiss Pfandbrief 
Index (Figure 5) in 2002 increased transparency further. This 
index is calculated on a daily basis by the SWX Swiss Ex-
change and shows the price and performance development of 
the underlying synthetic bonds. In contrast to other European 
covered bond markets where trading has almost come to a 
standstill in H2 2007 in view of the financial market turbu-
lences, Swiss Pfandbriefe remained liquid throughout this pe-
riod and spreads held more or less steady (Figure 6). 

While issuance activity during 2007 was relatively muted 

 

Institutional Research Flash 

Credit Update Switzerland 
Swiss Pfandbrief � Rock solid 

 

 

Highlights 

! After Swiss government bonds, Swiss 
Pfandbriefe are the largest and most liquid 
segment of the CHF domestic bond mar-
ket.  

! Swiss Pfandbriefe are standardized secured 
fixed-rate debt securities, collateralized by 
first lien mortgage loans. Given their high 
quality, Swiss Pfandbriefe are eligible as 
collateral for repo transactions with the 
Swiss National Bank. Swiss Pfandbriefe 
are rated Aaa, Stable by Moody's.  

! In contrast to other European countries, 
only two institutions are authorized to issue 
Pfandbriefe in Switzerland, namely the 
Pfandbriefbank schweizerischer Hypo- 
thekarinstitute and the Pfandbriefzentrale 
der schweizerischen Kantonalbanken. 

Figure 1  Figure 2 
Listed domestic CHF bonds by sector 
(end-May 2008: CHF 231.1 bn par value outstanding) 

 Total Swiss Pfandbriefe outstanding  
(both listed and private placements) 
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with net issuance of only CHF 0.2 bn versus CHF 1.5 bn in 
2006 (Figure 3), it has picked up in 2008. Issuance volume 
year-to-date has already reached CHF 4.9 bn (of which 
Pfandbriefbank schweizerischer Hypothekarinstitute CHF 3.2 
bn and Pfandbriefzentrale der schweizerischen Kantonal-
banken CHF 1.7 bn), accounting for about 51.6% of domestic 
CHF issuance (excluding Swiss government bonds). Issuance 
has been triggered on the one hand by the rediscovery of the 
Swiss Pfandbrief by Swiss banks as a low cost and efficient 
means to refinance mortgage lending activities ("supply kick"), 
and on the other hand, by investors' flight to high-quality, liquid 
bonds and the lack of alternatives given the low capital market 
activity by the public sector.  

Given the numerous legal regulations governing them, 
Swiss Pfandbriefe are among the safest investments. Moody's 
rates the Swiss Pfandbriefe issued by both the Pfandbriefbank 
and Pfandbriefzentrale "Aaa, Stable". The rating agency points 
to the strong legal framework under which these two institu-
tions operate as well as the specific characteristics of the 
Swiss Pfandbriefe (i.e., high quality of collateral underpinning 
loans to member banks, over-collateralization, large and diver-

sified pool of borrowers, legislation permitting the segregation 
of asset pools in situations of stress at member banks, thereby 
preventing the disruption of cash flows from the pools), which 
result in a negligible expected loss for investors. 

Looking at the outstanding Swiss Pfandbriefe in greater 
detail, there were 89 Swiss Pfandbriefe with a total nominal 
value of CHF 44.3 bn listed on the SWX at end-May 2008, of 
which CHF 22.0 bn were issued by the Pfandbriefbank (48 
issues) and CHF 22.3 bn (41) by the Pfandbriefzentrale. 
Swiss Pfandbriefe tend to be smaller than those in other Euro-
pean markets, and so-called Jumbo Pfandbriefe (par value of 
at least CHF 1 bn) play only a minor role. This can be partly 
explained by the multi-tranche approach by the Pfandbrief 
institutions to achieve better distribution across maturities. 
Maturities of Swiss Pfandbriefe range from 2 to 20 years (Fig-
ure 4). The issue size and duration is largely dependent on the 
refinancing demand from Swiss banks or requests by inves-
tors.  

Aside from listed Swiss Pfandbriefe, the two Pfandbrief in-
stitutions have also sizeable private placements outstanding. 
Further details can be found at the back of this report. 

Figure 5  Figure 6 
Swiss Pfandbrief Index  ASW spread development by segment 
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Figure 3  Figure 4 
Swiss Pfandbrief issuance activity  
(both listed and private placements) 

 Listed Swiss Pfandbriefe � Maturity breakdown  
(end-May 2008: CHF 44.3 bn par value outstanding ) 
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Fundamentals of Swiss Pfandbriefe 

In general, Swiss Pfandbriefe (literally "letters of pledge") are 
standardized secured fixed-rate debt securities, collateralized 
by first lien mortgage loans. Maturities range from 2�20 years. 
Swiss Pfandbriefe are eligible as collateral for repo transac-
tions with the Swiss National Bank. 
 
Strong legal framework 
The Swiss Pfandbrief system was given its present form by 
the Federal Pfandbrief Act in force since 1931 (Pfandbriefge-
setz PfG), complemented by the Pfandbriefverordnung (PfV). 
In contrast to other European countries, only two institutions 
are authorized to issue Pfandbriefe in Switzerland, namely the 
Pfandbriefzentrale der schweizerischen Kantonalbanken (the 
Pfandbrief institution for Swiss cantonal banks) and the 
Pfandbriefbank schweizerischer Hypothekarinstitute (the 
Pfandbrief institution acting for all other mortgage lenders in 
Switzerland). The scope of business activity at these two insti-
tutions is limited to the issuance of Swiss Pfandbriefe, the 
granting of Pfandbrief loans to their member as well as non-
member banks against collateral ("specialized banking princi-
ple"), the investment of own assets and other short-term 
banking activities required to carry out aforementioned tasks. 
Neither of the two institutions has a general banking license. 
Both institutions are supervised by the Swiss Federal Banking 
Commission. 

Swiss Pfandbriefe are subject to strict regulation. The ma-
turity and repayment profile of a Swiss Pfandbrief must match 
that of the underlying collateralized mortgage loans to banks 
(balance and cover principles). This eliminates the duration and 
interest rate risks (no currency risk as cover assets and Swiss 
Pfandbriefe must be in CHF). Early repayment of loans is 
permissible only if Swiss Pfandbriefe of the same series are 
delivered in lieu of cash. The loans must be covered at all 
times with domestic pledged collateral, and any shortfall must 
be compensated with mortgages (PfG would also allow cash 
or listed bonds issued by the federal government, cantons or 
municipalities with a haircut; however, this is not used in prac-
tice). The mortgages in the cover pool must be listed in a 
cover register ("Pfandregister"), but are still held and managed 
by the banks themselves (but monitored by the Pfandbrief 

institutions). This is in contrast to mortgage-backed securities, 
where, through securitization, mortgage loans are removed 
from a bank's balance sheet. The mortgages included in the 
cover pool must be physically separated from other mortgages. 
The Pfandbriefbank highlighted that it thoroughly checks the 
eligibility of cover assets in a multi-step approach. Further, 
banks are required by law to replace impaired assets in the 
cover pool and also to increase the collateral if the interest 
income on the underlying mortgages is below the interest ex-
pense on the loan. 

Based on the PfG, eligible assets for the cover pool are 
mortgages on real estate and land (excluding property whose 
value diminishes with exploitation such as mines and quarries) 
and Swiss Pfandbriefe secured on aforementioned assets. In 
Switzerland, the cover pool is largely made up of residential 
properties, whose default rates are considerably lower than 
those for mortgages on commercial properties. The maximum 
statutory loan-to-mortgageable value ratio is 2/3 applied on 
conservatively calculated underlying values (fair market value 
or "Verkehrswert" for residential property; capitalized earnings 
value or "Ertragswert" for multifamily homes). For all other real 
estate, the loan-to-mortgageable value ratio is 1/2. Further, 
mortgages in the cover pool are spread across Switzerland, 
which largely eliminates geographical cluster risk. On top of 
the already cautiously calculated cover assets, the two Pfand-
brief institutions also require a higher degree of over-
collateralization (OC) than required by law (PfG: 0% OC). At 
the Pfandbriefbank, pledged eligible mortgages must exceed 
the amount of loans by 3%, while the Pfandbriefzentrale re-
quires 10% OC for member loans1. This OC is relatively high, 
in our view, considering the fact that mortgages are repaid 
partly over time while the value of the pledged title remains 
unchanged and the property value increases.  
 
High security for Swiss Pfandbrief investors 
Swiss Pfandbrief investors benefit from a chain of safety pro-
visions, whereby obligations arising from Pfandbrief loans are 
backed not only by the underlying real estate mortgages (see 
Figure 7), but also by the mortgagee, the member banks with 
all their assets, and the Pfandbrief institution itself.  

Should a debtor bank of a Pfandbrief institution become 
insolvent, Swiss Pfandbrief investors and the Pfandbrief insti-
tution would have a direct preferential claim on the registered 
collateral backing the loan ("bankruptcy remoteness"), while 
other creditors could only lay claim to the cover pool once the 
claims of the Swiss Pfandbrief creditors were satisfied in full. 
As banks are required to redress insufficient collateral by plac-
ing new real estate mortgages into the cover pool, neither of 
the two Swiss Pfandbrief institutions has ever suffered a loss. 
It is also worth highlighting that the opening of bankruptcy 
proceedings cannot delay payments (both interest and princi-
pal) on Pfandbrief loans. 

In the highly unlikely scenario that a Pfandbrief institution 
were to become insolvent, its liquid assets (primarily invested 
in high quality securities eligible as collateral with the Swiss 
National Bank) would be the first to be liquidated. As long as 
the cover pool is not substantially defective, the Swiss Pfand-
briefe would continue to perform normally.  

                                                 
1   We understand that these rates are different because the Pfandbriefbank has a 

centralized cover pool system and the Pfandbriefzentrale a decentralized one. 

Figure 7 
Collateralization provisions in the Swiss Pfandbrief model 
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In accordance with the regulations stipulated in the Federal 
Pfandbrief Act (PfG), the Pfandbriefbank's purpose is to pro-
vide cost-efficient funding to its member banks to partially 
refinance their mortgage lending activities.  

The Pfandbriefbank has a diversified ownership structure; 
at end-2007, 240 banks were members of the Pfand-
briefbank (end-2006: 237). Its membership is primarily com-
posed of regional, savings and Raiffeisen banks, but also in-
cludes the two big banks and other mortgage institutions (see 
Figure 8). Member banks with voting rights exceeding 5% at 
end-2007 were Migrosbank (11.5%), Valiant Bank (11.0%), 
Neue Aargauer Bank (9.7%), Credit Suisse (9.3%), Raiffeisen 
Switzerland (7.2%) and UBS (6.5%). Any Swiss bank is eligi-
ble to become a member and shareholder in Pfandbriefbank, 
provided it is headquartered in Switzerland and Swiss mort-
gages account for at least 60% of the balance sheet, although 
the latter condition is at the discretion of the Pfandbriefbank. 
Accordingly, Pfandbriefbank has amended its by-laws and 
accepts as members Swiss banks whose mortgage loans ac-
count for at least 10% of their balance sheet. 

Swiss Pfandbriefe outstanding totaled CHF 24.6 bn at 
end-2007 (+6.6% YoY), accounting for 95.7% of total as-
sets. The institution's Pfandbrief investors benefit from a di-
versified pool of collateralized mortgage loans, spread across 
the whole of Switzerland. Residential properties constitute 
90% of the cover assets (i.e. 55% single-family homes and 
condominiums, 35% multi-family homes) and 10% commer-
cial properties. As illustrated in Figure 10, the Pfandbriefbank 
issued Swiss Pfandbriefe totaling CHF 3.2 bn and redeemed 
securities worth CHF 2.4 bn during 2007. Loans were ex-
tended to 238 banks. According to the Pfandbriefbank, it has 
a historical default rate of 0%, i.e. neither the Pfandbriefbank 
nor any Swiss Pfandbrief investor has suffered a loss since its 
foundation in 1931.  

The Pfandbriefbank held substantial liquid assets of CHF 

726 m at end-2007 (accounting for 2.8% of total assets), 
largely invested in high-quality securities eligible as collateral 
for repo transactions with the Swiss National Bank. These 
liquid assets constitute a substantial reserve cushion and en-
sure the Pfandbriefbank a steady flow of income for financing 
its general business expenses. 

The share capital stood at CHF 300 m at end-2007, of 
which CHF 111 m was paid up (increased to CHF 132 m as 
per 15 May 2008). The institution�s member banks underwrite 
certificates of obligation for the unpaid portion of the capital, 
allowing it to be credited to 75% as available capital. Eligible 
capital totaled CHF 659 m, compared to required capital of 
CHF 501 m, resulting in an equity coverage ratio of 131.6%. 
The equity/liability ratio stood at 2.6%, exceeding the legally 
required minimum level of 2%. 

Pfandbriefbank schweizerischer Hypothekarinstitute 

Figure 8 
Ownership structure (end-2007) 
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Figure 9  Figure 10 
PSHYPO: Outstanding Swiss Pfandbriefe  PSHYPO: Swiss Pfandbrief issuance activity 

0

5

10

15

20

25

2000 2001 2002 2003 2004 2005 2006 2007

CHF bn

Listed Pfandbriefe Privately-placed Pfandbriefe

 

-4

-2

0

2

4

6

2000 2001 2002 2003 2004 2005 2006 2007

CHF bn

-2

-1

0

1

2

3

CHF bn

Issuance Listed Issuance Private
Redemption Listed Redemption Private
Net issuance Listed (r.h.s.) Net issuance Private (r.h.s.)

Source: Pfandbriefbank, Credit Suisse 
 

Source: Pfandbriefbank, Credit Suisse 



 
Zurich, 13 June 2008 

 

Institutional Research Flash 5

 
 

Table 1: Pfandbriefbank schweizerischer Hypothekarinstitute � Key figures (CHF m) 

(Financial year end: 31 December) 2000 2001 2002 2003 2004 2005 2006 2007

Income statement   

Interest earned on Pfandbrief loans 805.9 829.1 796.9 748.3 690.0 665.6 672.8 675.3

Interest paid on Pfandbrief securities -796.6 -819.1 -786.7 -737.9 -679.0 -653.6 -659.9 -661.5

Gross income from Pfandbrief operations 9.3 10.0 10.2 10.5 11.0 12.0 13.0 13.8

Gross margin 1.2% 1.2% 1.3% 1.4% 1.6% 1.8% 1.9% 2.0%

Interest reduction 0.0 0.0 0.0 -4.0 -4.0 -4.0 -8.0 -4.0

Issuance expenses -4.9 -0.4 -0.4 -0.6 -0.5 -0.5 -0.5 -0.5

Commission expenses -3.4 -3.5 -3.9 -3.7 -4.1 -6.7 -2.0 -1.0

Net income from Pfandbrief operations 1.0 6.1 5.9 2.2 2.4 0.9 2.5 8.3

Net margin 0.1% 0.7% 0.7% 0.3% 0.3% 0.1% 0.4% 1.2%

            

Net interest income from liquid assets 27.1 26.6 26.1 24.5 23.3 21.8 21.7 22.3

Depreciation and appreciation of liquid assets -1.0 -2.8 -3.0 -3.3 -3.0 -3.0 -3.1 0.1

Income from liquid assets 26.1 23.8 23.2 21.2 20.4 18.9 18.7 22.4

as a % of average liquid assets 4.3% 3.7% 3.5% 3.2% 3.1% 2.8% 2.7% 3.1%

            

Other operating income 0.9 5.3 0.3 0.1 0.1 2.6 0.3 0.1

Operating expenses -2.2 -2.0 -1.8 -2.0 -2.0 -2.1 -2.4 -2.1

Extraordinary income/expenses 0.0 0.5 0.143 0.0 0.4 0.1 0.3 0.0

Net profit 25.8 33.7 27.7 21.6 21.3 20.4 19.3 28.9

   

Balance sheet           

Total assets 20,523.5 21,432.4 21,487.3 21,787.3 21,636.8 22,738.4 24,194.2 25,738.3

Pfandbrief collateral 19,472.5 20,342.0 20,410.0 20,735.0 20,606.0 21,670.0 23,096.0 24,619.0

as % of total assets 94.9% 94.9% 95.0% 95.2% 95.2% 95.3% 95.5% 95.7%

Liquid assets 626.1 674.9 660.7 664.3 650.8 691.8 712.3 725.9

as % of total assets 3.1% 3.1% 3.1% 3.0% 3.0% 3.0% 2.9% 2.8%

Non paid-in capital 210.0 210.0 210.0 189.0 189.0 189.0 189.0 189.0

as % of total assets 1.0% 1.0% 1.0% 0.9% 0.9% 0.8% 0.8% 0.7%

            

Available equity 514.1 562.1 586.1 586.6 602.3 621.4 635.4 658.7

Necessary equity 398.7 416.2 416.9 423.0 419.7 441.4 470.2 500.6

Equity coverage ratio 129.0% 135.0% 140.6% 138.7% 143.5% 140.8% 135.1% 131.6%

Source: Pfandbriefbank, Credit Suisse 
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The Pfandbriefzentrale's purpose is to provide cost-efficient 
funding to Swiss cantonal banks to partially refinance their 
mortgage lending activities. The Pfandbriefzentrale has fully 
outsourced its operations under a management contract to the 
Zürcher Kantonalbank. 

Owners and members of the Pfandbriefzentrale are the 24 
Swiss cantonal banks (see Figure 11). Cantonal banks are 
public-sector banks majority-owned by the canton in which 
they are incorporated (statutory minimum ownership of at least 
one-third of capital and voting rights). Most cantonal banks 

(except Banque Cantonale Vaudoise, Banque Cantonale de 
Genève and � since 2006 � Berner Kantonalbank) benefit 
from a deficiency guarantee extended by their canton, provid-
ing additional security.  

Holders of Swiss Pfandbriefe issued by the Pfandbriefzen-
trale benefit from a diversified pool of collateralized mortgage 
loans, predominantly residential real estate, that encompass 
the whole of Switzerland. Pfandbrief securities outstanding 
totaled CHF 22.9 bn at end-March 2008 (�5.1% YoY), ac-
counting for 94.6% of total assets. During 2007/08, the 
Pfandbriefzentrale issued Swiss Pfandbriefe totaling CHF 2.7 
bn (2006/07: CHF 3.9 bn) and redeemed CHF 4.0 bn (CHF 
3.2 bn). The largest borrowers in terms of their share of out-
standing issuance volume at end-March 2008 were Banque 
Cantonal Vaudoise (17.1%), Zürcher Kantonalbank (15.7%), 
Banque Cantonale de Genève (9.9%), Luzerner Kantonalbank 
(7.6%) and Thurgauer Kantonalbank (6.7%), accounting for 
approximately 57% of the aggregate issuance volume, while 
the remaining had individual shares of about 5% and less.  

The Pfandbriefzentrale has a sizeable pool of liquid assets, 
accounting for 1.8% of total assets and providing it with a 
steady income stream to finance its activities and increase 
equity reserves. It primarily consists of direct mortgage loans 
of CHF 155 m and high-quality bonds worth CHF 270 m.  

The Pfandbriefzentrale�s share capital stood at CHF 825 
m end of March 2008, of which CHF 165 m was paid up. The 
institution�s member banks underwrite certificates of obligation 
for the unpaid portion of the capital, allowing it to be credited 
to 75% as available capital. Eligible capital totaled CHF 790 
m, compared to required capital of CHF 465 m, resulting in an 
equity coverage ratio of 169.8%. The equity/liability ratio 
stood at 3.4%, exceeding the legally required minimum level 
of 2%.  
 

Pfandbriefzentrale der schweizerischen Kantonalbanken  

Figure 11 
Ownership structure (end-March 2008) 
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Figure 12  Figure 13 
PFZENT: Outstanding Swiss Pfandbriefe  PFZENT: Swiss Pfandbrief issuance activity 
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Table 2: Pfandbriefzentrale der schweizerischen Kantonalbanken � Key figures (CHF m) 

(Financial year end: 31 March) 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08

Income statement   

Interest earned on Pfandbrief loans 1,101.5 1,123.8 1,093.6 1,025.2 898.4 809.2 800.8 750.4

Interest paid on Pfandbrief securities -1,101.5 -1,123.8 -1,093.6 -1,025.2 -898.4 -809.2 -800.8 -750.4

Gross income from Pfandbrief operations 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Gross margin 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Interest reduction           
Issuance expenses -6.1 -5.3 -5.6 -5.7 -5.2 -5.1 -5.3 -4.9

Commission expenses -5.9 -6.9 -6.7 -6.7 -5.9 -5.4 -5.5 -5.3

Net income from Pfandbrief operations -12.0 -12.3 -12.3 -12.3 -11.1 -10.4 -10.8 -10.3

Net margin -1.1% -1.1% -1.1% -1.2% -1.2% -1.3% -1.3% -1.4%

            
Net interest income from liquid assets 23.0 23.3 20.8 18.4 17.3 16.1 15.2 15.0

Depreciation and appreciation of liquid assets -0.6 -1.6 -0.6 -0.6 -0.6 0.0 0.0 0.0

Income from liquid assets 22.4 21.7 20.3 17.8 16.8 16.1 15.2 15.0

as a % of average liquid assets 4.3% 3.8% 3.6% 3.3% 3.2% 3.3% 3.2% 3.3%

            
Other operating income 0.0 1.2 0.8 0.0 0.1 0.2 0.0 0.3

Operating expenses -2.1 -2.6 -2.2 -2.0 -2.0 -1.9 -2.0 -1.9

Extraordinary income/expenses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net profit 8.3 8.1 6.6 3.5 3.8 3.9 2.5 3.1

    
Balance sheet          

Total assets 26,887.8 28,037.6 28,465.1 27,031.5 24,768.6 24,791.7 25,495.1 24,206.3

Pfandbrief collateral 25,340.0 26,510.0 26,963.0 25,593.0 23,368.0 23,443.0 24,139.0 22,909.0

as % of total assets 94.2% 94.6% 94.7% 94.7% 94.3% 94.6% 94.7% 94.6%

Liquid assets 571.7 561.9 554.1 529.2 508.7 477.5 482.7 438.0

as % of total assets 2.1% 2.0% 1.9% 2.0% 2.1% 1.9% 1.9% 1.8%

Non paid-in capital 660.0 660.0 660.0 660.0 660.0 660.0 660.0 660.0

as % of total assets 2.5% 2.4% 2.3% 2.4% 2.7% 2.7% 2.6% 2.7%

            

Available equity 788.0 787.8 789.4 789.6 790.1 790.7 789.9 789.7

Necessary equity 518.7 541.7 550.2 521.5 476.3 476.7 490.8 465.0

Equity coverage ratio 151.9% 145.4% 143.5% 151.4% 165.9% 165.9% 160.9% 169.8%

Source: Pfandbriefzentrale, Credit Suisse 
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Disclosure appendix 

Analyst certification 
The analysts identified in this report hereby certify that views about the companies 
and their securities discussed in this report accurately reflect their personal views 
about all of the subject companies and securities. The analysts also certify that no 
part of their compensation was, is, or will be directly or indirectly related to the 
specific recommendation(s) or view(s) in this report. 

Important disclosures 
Credit Suisse policy is to publish research reports, as it deems appropriate, based on 
developments with the subject company, the sector or the market that may have a 
material impact on the research views or opinions stated herein. Credit Suisse policy 
is only to publish investment research that is impartial, independent, clear, fair and 
not misleading. 
 
For more detail, please refer to the information on independence of financial 
research, which can be found at:  
https://entry4.credit-
suisse.ch/csfs/research/p/d/de/media/independence_en.pdf 
 
The analyst(s) responsible for preparing this research report received compensation 
that is based upon various factors including Credit Suisse total revenues, a portion of 
which are generated by Credit Suisse Investment Banking business. 
 
The Credit Suisse Code of Conduct to which all employees are obliged to adhere, is 
accessible via the website at:  
https://www.credit-suisse.com/governance/en/code_of_conduct.html 
 

Additional disclosures for the following jurisdictions 
 
Hong Kong: Other than any interests held by the analyst and/or associates as 
disclosed in this report, Credit Suisse Hong Kong Branch does not hold any disclos-
able interests. United Kingdom: For fixed income disclosure information for clients 
of Credit Suisse (UK) Limited and Credit Suisse Securities (Europe) Limited, please 
call +41 44 333 12 11. 
 
For further information, including disclosures with respect to any other issuers, please 
refer to the Credit Suisse Global Research Disclosure site at:  
https://entry4.credit-suisse.ch/csfs/research/p/d/de/disclosure_en.html 
 

Guide to analysis 

Corporate bond recommendations 
The recommendations are based fundamentally on forecasts for total returns versus 
the respective benchmark on a 3�6 month horizon and are defined as follows: 
 

BUY: Expectation that the bond issue will be a top performer
relative to its sector and rating class 

HOLD: Expectation that the bond issue will be a average performer
relative to its sector and rating class 

SELL: Expectation that the bond issue will be a poor performer
relative to its sector and rating class 

RESTRICTED: In certain circumstances, internal and external regulations
exclude certain types of communications, including e.g. an
investment recommendation during the course of Credit
Suisse engagement in an investment banking transaction. 

 
Credit ratings definition 
The Swiss Institutional Credit Research of Private Banking division at Credit Suisse 
assigns ratings to investment-grade and sub-investment-grade issuers. Ratings are 
based on our assessment of a company�s creditworthiness and are not 
recommendations to buy or sell a bond. The ratings scale (AAA, AA, A, BBB, BB 
and below) is dependent on our assessment of an issuer�s ability and willingness to 
meet its financial commitments on a timely manner and in full.  
 

AAA: Best credit quality and lowest expectation of credit risks,
including an exceptionally high capacity level with respect to
debt servicing. This capacity is unlikely to be adversely
affected by foreseeable events. 

AA: Obligor�s capacity to meet its financial commitments is very 
strong 

A: Obligor�s capacity to meet its financial commitments is strong
BBB: Obligor�s capacity to meet its financial commitments is

adequate, but adverse economic / operating / financial
circumstances are more likely to impact the capacity to meet 

its obligations 

BB and below: Interest and debt obligations have speculative characteristics 
and are subject to substantial credit risk due to adverse 
economic / operating / financial circumstances resulting in 
inadequate capacity to service its obligations 

 
For the AA, A, BBB, BB and below categories, creditworthiness is further detailed 
with a scale of High, Mid, or Low, with High being the strongest sub-category rating. 
An Outlook indicates the direction a rating is likely to move over a twelve to eighteen 
month period. Outlooks may be "positive", "stable" or "negative". A positive or 
negative Rating Outlook does not imply a rating change is inevitable. Similarly, ratings 
for which outlooks are stable could be upgraded or downgraded before an outlook 
moves to positive or negative if circumstances warrant such an action. A rating may 
also be "under review", indicating a potential rating action.  
 

Global disclaimer / important information 

References in this report to Credit Suisse include subsidiaries and affiliates. For more 
information on our structure, please use the following link: 
http://www.credit-suisse.com/who_we_are/en/structure.html 
 
The information and opinions expressed in this report were produced by the Global 
Research department of Private Banking division at Credit Suisse as of the date of 
writing and are subject to change without notice. Views expressed in respect of a 
particular stock in this report may be different from, or inconsistent with, the 
observations and views of the Credit Suisse Research department of Investment 
Banking division due to the differences in evaluation criteria. The report is published 
solely for information purposes and does not constitute an offer or an invitation by, or 
on behalf of, Credit Suisse to buy or sell any securities or related financial 
instruments or to participate in any particular trading strategy in any jurisdiction. It has 
been prepared without taking account of the objectives, financial situation or needs 
of any particular investor. Although the information has been obtained from and is 
based upon sources that Credit Suisse believes to be reliable, no representation is 
made that the information is accurate or complete. Credit Suisse does not accept 
liability for any loss arising from the use of this report. The price and value of 
investments mentioned and any income that might accrue may fluctuate and may rise 
or fall. Nothing in this report constitutes investment, legal, accounting or tax advice, 
or a representation that any investment or strategy is suitable or appropriate to 
individual circumstances, or otherwise constitutes a personal recommendation to any 
specific investor. Any reference to past performance is not necessarily indicative of 
future results. Foreign currency rates of exchange may adversely affect the value, 
price or income of any products mentioned in this document. Alternative investments, 
derivative or structured products are complex instruments, typically involve a high 
degree of risk and are intended for sale only to investors who are capable of 
understanding and assuming all the risks involved. Investments in emerging markets 
are speculative and considerably more volatile than investments in established 
markets. Risks include but are not necessarily limited to: political risks; economic 
risks; credit risks; currency risks; and market risks. An investment in the funds 
described in this document should be made only after careful study of the most 
recent prospectus and other fund information and basic legal information contained 
therein. Prospectuses and other fund information may be obtained from the fund 
management companies and/or from their agents. This report is directed at Credit 
Suisse�s market professionals and institutional clients. Recipients who are not market 
professionals or institutional clients of Credit Suisse should, befor entering into any 
transaction, consider the suitability of the transaction to individual circumstances and 
objectives. Credit Suisse recommends that investors independently assess, with a 
professional financial advisor, the specific financial risks as well as legal, regulatory, 
credit, tax and accounting consequences. A Credit Suisse company may, to the 
extent permitted by law, participate or invest in other financing transactions with the 
issuer of the securities referred to herein, perform services or solicit business from 
such issuers, and/or have a position or effect transactions in the securities or options 
thereof. 

Distribution of research reports 
 
Except as otherwise specified herein, this report is distributed by Credit Suisse, a 
Swiss bank, authorized and regulated by the Swiss Federal Banking Commission. 
Australia: This report is distributed in Australia by Credit Suisse, Sydney Branch 
(CSSB) (ABN 17 061 700 712 AFSL 226896) only to "Wholesale" clients as 
defined by s761G of the Corporations Act 2001. CSSB does not guarantee the 
performance of, nor makes any assurances with respect to the performance of any 
financial product referred herein. Bahamas: This report was prepared by Credit 
Suisse, the Swiss bank, and is distributed on behalf of Credit Suisse (Bahamas) Ltd, 
a company registered as a broker-dealer by the Securities Commission of the 
Bahamas. Dubai: This information is distributed by Credit Suisse Dubai branch, duly 
licensed and regulated by the Dubai Financial Services Authority (DFSA). Related 
financial products or services are only available to wholesale customers with liquid 
assets of over USD 1 million who have sufficient financial experience and under-
standing to participate in financial markets in a wholesale jurisdiction and satisfy the 
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in Italy by Credit Suisse (Italy) S.p.A., a bank incorporated and registered under 
Italian law subject to the supervision and control of Banca d�Italia and CONSOB. 
Luxembourg: This report is distributed by Credit Suisse (Luxembourg) S.A., a 
Luxembourg bank, authorized and regulated by the Commission de Surveillance du 
Secteur Financier (CSSF). Mexico: The information contained herein does not 
constitute a public offer of securities as defined in the Mexican Securities Law. This 
report will not be advertised in any mass media in Mexico. This report does not con-
tain any advertisement regarding intermediation or providing of banking or investment 
advisory services in Mexico or to Mexican citizens. Qatar: This information has been 
distributed by Credit Suisse Financial Services (Qatar) L.L.C, which has been 
authorized and is regulated by the Qatar Financial Centre Regulatory Authority 
(QFCRA) under QFC No. 00005. All related financial products or services will only 
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USD 1 million, and who have sufficient financial knowledge, experience and under-
standing to participate in such products and/or services. Russia: The research 
contained in this report does not constitute any sort of advertisement or promotion for 
specific securities, or related financial instruments. This research report does not 
represent a valuation in the meaning of the Federal Law On Valuation Activities in the 
Russian Federation and is produced using Credit Suisse valuation models and 
methodology. Singapore: Distributed by Credit Suisse Singapore branch, regulated 
by the Monetary Authority of Singapore. Spain: This report is distributed in Spain by 
Credit Suisse Spain branch, authorized under number 1460 in the Register by the 
Banco de España. United Kingdom: This report is issued by Credit Suisse (UK) 
Limited and Credit Suisse Securities (Europe) Limited. Credit Suisse Securities 
(Europe) Limited and Credit Suisse (UK) Limited, both authorized and regulated by 
the Financial Services Authority, are associated but independent legal entities within 
Credit Suisse. The protections made available by the Financial Services Authority for 
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outside the UK, nor will the Financial Services Compensation Scheme be available if 
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UNITED STATES: NEITHER THIS REPORT NOR ANY COPY THEREOF MAY BE 
SENT, TAKEN INTO OR DISTRIBUTED IN THE UNITED STATES OR TO ANY US 
PERSON. 
 
Local law or regulation may restrict the distribution of research reports into certain 
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