
CLOSE

Credit Ratings - Credit Ratings Actions  

Credit Ratings >>> Sovereigns  

 

Republic of Montenegro Outlook Revised To Positive On Reform 
Progress; 'BB' LT Rating Affirmed
Primary Credit Analyst:

Sladana Tepic, London (44) 20-7176-7125; 

sladana_tepic@standardandpoors.com 
Secondary Credit Analyst:

Konrad Reuss, London (44) 20-7176-7102; 

konrad_reuss@standardandpoors.com 
Additional Contact:

Sovereign Ratings; 

SovereignLondon@standardandpoors.com 
Publication date: 21-Dec-05, 09:11:06 EST

Reprinted from RatingsDirect 
 

 
LONDON (Standard & Poor's) Dec. 21, 2005--Standard & Poor's Ratings Services 

said today it revised its outlook on the Republic of Montenegro to positive 

from stable. At the same time, the 'BB' long-term and 'B' short-term foreign 

and local currency ratings were affirmed. 

     The outlook change is based on Montenegro's good progress on economic and 

political reforms. There is strong political support for the Stabilization and 

Association Agreement (SAA) with the EU (the first step toward eventual EU 

membership).  

     "The referendum for independence from the Union of Serbia and Montenegro, 

scheduled for April 2006, is not expected to affect political and economic 

stability, or the medium-term policy agenda," said Standard & Poor's credit 

analyst Sladana Tepic. "In this regard, the Montenegrin government made 

significant progress with its structural reform agenda in 2005, in particular 

through large privatizations in key economic sectors." 

     In the medium term, further structural reforms, the completion of  

privatization of the few remaining state-owned companies, in particular in the 

energy sector, and the upgrade of infrastructure are expected to sustain 

annual GDP growth rates of between 4% and 5%. Montenegro's government is also 

committed to providing more capital investment, downsizing the large public 

administration, and tackling reforms to the social security system, as well as 

setting up an investor-friendly business environment. The government's  

commitment to fiscal consolidation should bring deficits below 2% of GDP in 

the medium term. The public sector debt-to-GDP ratio is on a declining path, 

at projected 44% of GDP in 2006, and will continue to benefit from  

concessional loans, keeping interest payments low.  

     The ratings are constrained by the vulnerability of Montenegro's open and 

undiversified economy, which makes its economic performance subject to  

external shocks, in particular on aluminum prices and tourism inflows. The 

current account deficit remains large, at estimated 8.5% in 2005, although it 

will narrow somewhat to 7.0% in 2007, benefiting from tourism receipts. The 

Euroization of Montenegrin economy, however, provides protection from a 

classic balance of payments crisis. 

     "Further progress on implementing Montenegro's challenging economic and 

fiscal reform agenda, unless significantly affected by the upcoming referendum 

for independence and political developments in the region, would lead to an 

upgrade of the ratings on Montenegro in medium term," said Ms. Tepic. "By 

contrast, any significant shift away from Montenegro's economic and fiscal 

reform agenda, leading to rising debt and interest burdens, would endanger 

economic prospects and fiscal sustainability, and put downward pressure on the 

ratings."  

  

     Ratings information is available to subscribers of RatingsDirect,  

Standard & Poor's Web-based credit analysis system, at www.ratingsdirect.com. 

It can also be found on Standard & Poor's public Web site at  

www.standardandpoors.com; under Credit Ratings in the left navigation bar, 

select Find a Rating, then Credit Ratings Search. Alternatively, call one of 

the following Standard & Poor's numbers: Client Support Europe (44)  

20-7176-7176; London Press Office Hotline (44) 20-7176-3605; Paris (33) 

1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm (46) 8-440-5916; or 

Moscow (7) 095-783-4017. Members of the media may also contact the European 

Press Office via e-mail on: media_europe@standardandpoors.com. 
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independence and objectivity of ratings opinions. Credit ratings issued by Ratings Services are solely statements of opinion and not statements of 
fact or recommendations to purchase, hold, or sell any securities or make any other investment decisions. Accordingly, any user of credit ratings 
issued by Ratings Services should not rely on any such ratings or other opinion issued by Ratings Services in making any investment decision. 
Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor’s may have information that is not available to 
Ratings Services. Standard & Poor’s has established policies and procedures to maintain the confidentiality of non-public information received during 
the ratings process.  

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties 
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