
 

S&P Global Ratings acknowledges a high degree of uncertainty about the evolution of the coronavirus pandemic. The current 
consensus among health experts is that COVID-19 will remain a threat until a vaccine or effective treatment becomes widely 
available, which could be around mid-2021. We are using this assumption in assessing the economic and credit implications 
associated with the pandemic (see our research here: www.spglobal.com/ratings). As the situation evolves, we will update 
our assumptions and estimates accordingly. 
 
S&P Global Ratings  1 

 

 

COVID-19 Weekly Digest 
October 7, 2020 

Key Takeaways 
– Amid an outbreak at the White House, U.S. President Trump has COVID-19, adding to market 

uncertainty around November’s election and prospects for further federal fiscal support. 
– Banks’ capital ratios face only marginal deterioration under base-case assumptions, despite 

asset quality pressures and central banks encouraging lending to soften the COVID-19 blow. 

Key developments 
President Trump became the second leader of a G7 country to contract COVID-19. That 
his treatment included experimental antibody therapies is a reminder that vaccines are 
not the only route to diminishing the socio-economic impact of COVID-19, and indeed 
vaccines were not found for SARS or MERs. More generally, the outbreak at the White 
House--which extended to a number of senior government officials--added to market 
anxiety around how the result of the U.S. presidential election might become mired in 
uncertainty and a delayed outcome. Prospects for further fiscal stimulus measures have 
also become less certain, with the election’s proximity complicating the process. 

Fiscal policy has borne much of the financial brunt of the pandemic, with tax revenues 
slumping, spending surging, and GDP levels not likely to return to 2019 levels until at 
least the end of 2021. S&P Global Ratings has affirmed the ratings on three European 
sovereigns: Germany (‘AAA’), France (‘AA’), and Poland (‘A-’). All three ratings have a 
stable outlook. Germany has strong external and fiscal buffers and highly effective 
institutions, which are mitigating the effects of the pandemic and enabling a strong policy 
response. For France, we believe the government's recent economic, budgetary, and 
structural reforms have improved the economy's capacity to face the shock. In Poland, a 
strong economic recovery starting next year, supported by ample EU funding and fiscal 
consolidation, should keep net general government debt just below 60% of GDP. 

S&P Global Ratings has updated risk-adjusted capital (RAC) ratios in its annual capital 
review for the world's top 100 rated banks. RAC ratios of the top 100 banks improved 
slightly last year. The average RAC ratio ticked up to 9.0%, from 8.8% in the prior year. 
However, the asset quality and revenue deterioration stemming from COVID-19 will hit 
internal capital generation, and regulators have encouraged banks to lend to customers 
by loosening capital requirements and minimum buffers. As such, we expect the average 
RAC ratio to weaken this year, to about 8.7%, and to stabilize in 2021. The marginal 
degree of the projected decrease leaves our view of the capital strength among these 
banks largely unchanged, and we continue to consider it neutral to slightly positive. That 
said, we believe there are material downside risks to our base-case assumptions and, 
consequently, to our RAC projections. This constitutes one of the factors behind the large 
proportion of negative outlooks we have assigned to banks (30% of the top 100). 
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Credit Market Update 
Ratings Trends 

Chart 1 

Percent Of Issuers Downgraded Due To COVID-19 And Oil Prices By Sector 

 
Source: S&P Global Ratings Research. Downgrades tracked from Feb. 3rd to Oct. 5.  NBFI: Non-bank financial institution. 

– S&P Global Ratings has taken 2,010 negative rating actions (as of Oct. 5) on global 
corporate nonfinancial, financial, and sovereign issuers, including 1,030 downgrades, 
854 outlook revisions to negative, and 130 placements on CreditWatch with negative 
implications. The downgrades for nonfinancial companies represent roughly 22% of 
the rated portfolio, higher than that of financial institutions (17%) and sovereigns 
(10%). By comparison, roughly 4% of the structured finance rated portfolio 
experienced negative actions, primarily consisting of CreditWatch negative 
placements. 

– The pace of negative rating actions due to COVID-19 and oil-related pressures 
continues to steady at a slower pace, with just 18 rating actions this week (down 
from 20 in the week prior) and roughly 7% of the total actions seen at the peak of late 
March/early April. Nearly 90% of rating actions this week are downgrades, 
consistent with recent trends of downgrades leading over outlook and CreditWatch 
revisions, which were more prominent several months ago. Most of this week’s 
downgrades focused on the impact of the sharp decline in travel and leisure, not only 
leading to airline downgrades earlier this year, but also to downgrades on 
entertainment companies like Six Flags and AMC Entertainment and airport retailer 
Dufry AG this week. 

– Corporate defaults now total 180 issuers so far in 2020 –the highest since the 
Global Financial Crisis in 2009. Corporate defaults did slow considerably to 56 in the 
third quarter, compared with 93 defaults in the second quarter. Most of these are 
missed interest and/or principal payments, though both bankruptcies and distressed-
exchanges are at their highest tally since 2016. 
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Financing Conditions 

Chart 2 

Secondary Market Credit Spreads, U.S., Europe, And Asia 

 
Source: ICE Benchmark Administration Limited (IBA), 'ICE BofAML Asia Emerging Markets Corporate Plus Sub-Index Option-
Adjusted Spread', 'ICE BofAML Europe, the Middle East, and Africa (EMEA) Emerging Markets Corporate Plus Sub-Index Option-
Adjusted Spread', retrieved from FRED, Federal Reserve Bank of St. Louis; 
https://fred.stlouisfed.org/series/BAMLEMRECRPIEMEAOAS, U.S. Investment-Grade and Speculative-Grade Spreads from S&P 
Global Ratings, Europe Investment-Grade Spreads From S&P Dow Jones Indices. October 6, 2020. 

Chart 3 

S&P Global U.S. Composite Spreads By Rating, Secondary Market 

 
Source: S&P Global Ratings. Data as of October 6, 2020. 

– Debt issuance. While accommodative financial conditions will likely continue to 
support issuance for companies with stronger and healthier balance sheets, there is 
some evidence of companies are looking to meet their refinancing needs ahead of 
potential volatility due to the U.S. election and risks of increasing COVID-19 
transmission, slowing issuance volumes in the past week. Holidays in China in 
Southeast Asia have also contributed to slower issuance volumes. Risk appetite 
continues to grow as investors continue to measure relative risk and yields remain 
extremely low, even negative in some instances. This varies by geography, however, as 
appetite for speculative-grade issuances in Latin America and Asia have slowed 

– Spreads tighten. Spreads tightened an average of 4% week-over-week by geography, 
with Europe seeing the biggest change of 6% for investment grade and 5% for 
speculative grade. U.S. spreads tightened 4% in both categories, and Asia was largely 
flat. 

268

807

132

984

387

578

1754

302

2326

979

141

449

87

308
225

365

1046

236

839

514

174

565

105

458
301

0

500

1000

1500

2000

2500

U.S. Investment-
Grade

U.S. Speculative-
Grade

Europe
Investment-Grade

Europe
Speculative-Grade

Asia

GFC Median GFC High Beginning of 2020 COVID High Most Recent
(bps)

70 74 116 171
278

462

967

190 220 290
440

830

1132

1812

94 100 147 214

421

621

1007

0
200
400
600
800

1000
1200
1400
1600
1800
2000

AAA AA A BBB BB B CCC

Beg. of 2020 COVID High Most Recent

(bps)



COVID-19 Weekly Digest 

S&P Global Ratings October 7, 2020     4 

Debt Capital Markets 

Chart 4 

Financial And Nonfinancial New Bond Issuance 

 
Source: S&P Global Ratings. Data as of October 6, 2020. 

– Global. New bond issuance rises to $4.6 trillion globally (29% higher than 2019); 
demand appears to be slowing down due to focus on uncertainties like the U.S. 
elections and rising COVID-19 cases. 

– Asia. Last week was quieter due to holidays in China and Southeast Asia. Speculative-
grade spreads still remain elevated. 

– Europe. Borrower-friendly conditions continue to support issuance and improving 
merger and acquisition activity could boost supply heading into 2021. 

– U.S. The pace of issuance slowed last week after robust supply in September; primary 
activity expected to moderate in October as many companies enter the earnings 
blackout period. 
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Asset Class Trends 
Corporate  

– During the week ending Oct. 7, 2020, further notable downgrades included Six Flags 
Entertainment Corp., Cedar Fair L.P., and AMC Entertainment Holdings Inc.as theme 
parks and exhibitors face slower than anticipated attendance recovery. Ratings on 
three hotel operator, Marriott International Inc., Host Hotels & Resorts Inc., and Hyatt 
Hotels Corp., were removed from CreditWatch with negative implications. All three 
continue to have negative outlooks accompanying the ‘BBB-’ ratings as we believe the 
recovery in business and group travel and hotel demand will be slower than we 
expected a few months ago, and may not take hold until the second half of 2021. 

– New reports include an update of our update on the chemicals sector, see “Specialty, 
Commodity Chemicals Recovery Stuck Behind Autos In Slow Lane”, published Sept. 
30. As the auto sector started to rebound, it lifted certain specialty and commodity 
chemical producers that serve the industry. Chemical companies with significant 
automotive exposure face headwinds, as S&P Global Ratings revised its 2020 global 
light vehicle sales forecast to a 20% decline year over year, with recovery to 2019 sales 
not expected until 2023. Companies that serve the oil additives and oil refining 
industries face challenges in those segments as fuel demand fell on significantly 
reduced travel due to the COVID-19 pandemic. 

Sovereign  

– Germany 'AAA/A-1+' Ratings Affirmed; Outlook Stable 
– France 'AA/A-1+' Ratings Affirmed; Outlook Stable 
– Poland 'A-/A-2' Ratings Affirmed; Outlook Stable 
– Morocco Outlook Revised To Negative On COVID-19-Induced Rise In Debt And External 

Financing Needs; ‘BBB-/A-3’ Ratings Affirmed. 

Structured Finance  

– U.S. and European CMBS: Our recent review of U.S. CMBS ratings resulted in 185 
downgrades, comprising 88 SASB and large loan classes and 97 conduit classes. 
Meanwhile, our surveillance of European CMBS since the COVID-19 outbreak has 
resulted in rating actions on approximately 20% of the transactions we rate. Retail 
and lodging are the sectors hardest hit by the pandemic, and it remains uncertain how 
pandemic-related changes may affect the office and multifamily sectors (see “U.S. 
And European CMBS COVID-19 Impact: Retail and Lodging are the Hardest Hit” 
published Sept. 28, 2020). 

– U.S. CLOs: On Oct. 1, 2020 ,we published the inaugural sectoral Quote Book that is a 
compiled a list of key quotes/paraphrases from recently published corporate ratings 
reports on issuers with loans held in broadly syndicated CLOs (see “Quote Book: 
Gleaning sector trends for BSL CLO market participants”). On Oct. 2, 2020, we also 
published two short commentaries: “SF Credit Brief: Average 'CCC' Bucket Of CLO 
Insights Index Breaks Into Single Digits; Managers Turnover 15% Of Their Portfolios 
During COVID-19” and (2) “The Most Widely Referenced Corporate Obligors In Rated 
U.S. BSL CLOs: Third-Quarter 2020”. 
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