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Fallen angels and liquidity guide credit index rolls

Markit's US and European credit indices rolled this week with commodity-related fallen angels and
heightened liquidity in credit markets driving the new index composition.

— Fallen angels caused four removals in CDX.NA.IG and three in iTraxx Europe Main
— Sector-related composition and liquidity-based inclusions drove CDX.NA.HY changes
— Liquidity among Financials meant none were removed from the iTraxx Europe Main

Fallen angels and heightened liquidity were
the key themes emerging as Markit's US and
European corporate credit indices rolled over
this week, altering their compositions to best
reflect rating, sector and liquidity changes
over the past six months.

The Markit iTraxx Europe Main index, which
compromises of 125 investment grade single
CDS credits, saw four additions/removals.
Among the credits removed were those
downgraded from investment grade to high
yield status (‘fallen angels’); Anglo American
and Repsol. The Markit iTraxx Europe Main
index’s high vyield counterpart, the Markit
iITraxx Europe Crossover index, saw twelve
additions/removals, largely driven by
heightened liquidity amid volatile global
markets.

In the US, investment grade corporate credit,
represented by the Markit CDX.NA.IG index
saw five new additions/removals, again
mainly driven by commodity-related fallen
angels. Its high yield counterpart, the Markit
CDX.NA.HY index, which rolls over next week,
provisionally sees ten new additions/removals.

CDX

The Markit CDX.NA.IG index rolled over into
its 26" series on March 21% with limited
impact on the market as five credits were
added/removed.
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List of Changes for Markit CDX.NA.IG series 26
Additions Removals
JOHNSON & JOHNSON FFREEPORT-MCMORAN INC.
LINCOLN NATIONAL CORPORATION TECK RESOURCES LIMITED
HOST HOTELS & RESORTS, L.P. WEATHERFORD INTERNATIONAL LTD.
HESS CORPORATION YUM! BRANDS, INC.
PACKAGING CORPORATION OF AMERICA ACE INA HOLDINGS INC.

Four of the five names removed were those
downgraded from investment grade to junk
during the period since the previous roll last
September. These included gold miners
Freeport McMoran and Teck Resources,
which both saw their 5-yr CDS spreads
surpass 900bps over the period. American
fast food company Yum Brands was also
removed following a downgrade to high yield
last December, as the company expects to
take on more leverage.

Among the additions was one of the least
risky US corporations, Johnson & Johnson (5-
yr CDS spread currently 18bps) - reflecting its
better CDS liquidity position.

List of Changes for Markit CDX.NA.HY series 26
Additions Removals
TECK RESOURCES LIMITED THE RYLAND GROUP, INC.
TRANSOCEAN INC. FREESCALE SEMICONDUCTOR, INC.
WEATHERFORD INTERNATIONAL LTD. MARKWEST ENERGY PARTNERS, L.P.
YUM! BRANDS, INC. SUNGARD DATA SYSTEMS INC.
THE ADT CORPORATION LOUISIANA-PACIFIC CORPORATION
BALL CORPORATION NINE WEST HOLDINGS, INC.
EQUINIX, INC. SABRE HOLDINGS CORPORATION
TRANSDIGM INC. THE GOODYEAR TIRE & RUBBER COMPANY
TARGA RESOURCES PARTNERS LP IRON MOUNTAIN INCORPORATED
ENERGY TRANSFER EQUITY L PEABODY ENERGY CORPORATION

Three of the fallen angels made it to the list of
additions to the CDX.NA.HY index, which
rolls over on March 28". Yum Brands, Teck
Resources and Weatherfood International are
all now constituents, as they remain
favourable from a liquidity standpoint. Some
new additions however, such as Ball
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Corporation, Targa Resources and Equinix
were included because of their large position
in the cash market, to induce additional
liquidity in these names (Additional Liquidity
Based Inclusion).

Among the removals from the CDX.NA.HY
index were names upgraded to investment
grade, such as SunGard Data Systems.
Removals were also made to names in the
Consumer Services and Consumer Goods
sectors to better reflect HY cash indices.

iTraxx

Europe’s Markit iTraxx indices rolled over to
series 25 on March 21 with the investment
grade Markit iTraxx Europe Main index
seeing four new additions/removals.

List of changes for Markit iTraxx Europe Main series 25

Additions Removals
GLAXOSMITHKLINE PLC Anglo American plc
RENAULT RENTOKIL INITIAL PLC
Heineken N.V. CASINO GUICHARD-PERRACHON
TECHNIP REPSOL, S.A.

UK mining giant Anglo American and Spanish
energy firm Repsol were removed as weak
commodity prices impacted operations,
leading to downgrades. Both were demoted
to the Markit iTraxx Europe Crossover index.

Despite the turmoil in the European banking
sector earlier this year, no financials were
removed for series 25, with liquidity holding
up. French car maker Renault was included
after return to investment grade status.

List of changes for Markit iTraxx Europe Crossover series 25

Additions Removals
ALSTOM Alcatel Lucent
Anglo American plc CERVED GROUP S.P.A.
CASINO GUICHARD-PERRACHON Deutsche Lufthansa Aktiengesellschaft

CMA CGM SA Grupo Isolux Corsan Finance B.V.
Elis Metsa Board Corporation
GARFUNKELUX HOLDCO 2 SA Nokia Oyj
GKN HOLDINGS PLC Portugal Telecom International Finance B.V.
METRO AG R&R Ice Cream plc

REPSOL, S.A. RALLYE

SMURFIT KAPPA ACQUISITIONS RENAULT
STMicroelectronics N.V. TUI AG

UPM-Kymmene Oyj Unilabs SubHolding AB (publ)

The Markit iTraxx Europe Crossover index
saw twelve additions/removals, driven by
heightened liquidity amid volatile global
markets.
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