
 

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. 
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Key Takeaways 
– The third-quarter economic rebound has helped slow downgrades globally. Nevertheless, 

the path of recovery continues to diverge widely across countries and industries. 
– Europe’s surging second COVID wave and a renewed upward trend in U.S. cases threaten to 

undermine recovery prospects. 

Key developments 
The rebound in third-quarter U.S. GDP helped further slow the pace of corporate 
downgrades. After hitting a record high in the second quarter, the number of U.S. 
corporate downgrades fell to its lowest since fourth-quarter 2018. The U.S. corporate 
upgrade tally rose to 43 in the quarter, matching third-quarter 2019's total. And while 
U.S. corporate bankruptcies continue to pile up amid the pandemic, with 20 recorded in 
the past two weeks, the rate continues to slow from earlier in the crisis. According to S&P 
Global Market Intelligence, 527 companies have entered bankruptcy proceedings as of 
Oct. 18, and 2020 is on track to be the worst year since 2010. Encouragingly though, the 
monthly tally has been falling every month since July.  

This diminution in the pace of negative rating actions due to COVID-19 is a global trend. 
There were just 18 negative rating actions this week, down from 17 in the week prior and 
roughly 7% of the total actions seen at the peak of late-March/early-April. 

The U.S. presidential election is less than two weeks away, and is the first G-7 election 
to be conducted during the pandemic. S&P Global Ratings analyzed the platforms of 
President Donald Trump and the Republican party, and Democratic nominee Joe Biden 
and his party. Among the areas looked at, the biggest differences were on taxes--
corporate tax in particular--fiscal stimulus, regulation, and immigration, while we saw 
surprising similarities on trade and infrastructure. See here for more. 

Europe's economy has rebounded faster than expected after the lifting of lockdowns, 
buoyed by stimulus efforts, but a rapidly escalating second COVID wave is prompting new 
and deeper restrictions in many countries. While full lockdowns have been largely 
avoided, regional containment measures are growing in number and severity, and likely to 
weigh on the recovery. 

Perhaps surprisingly, COVID restrictions have failed to derail housing prices in Europe. 
Accumulated pent-up demand for homes, the need for home space, resilient household 
creditworthiness, and low financing costs have all contributed to a dynamic property 
market in the latter part of this year. In our view, housing prices in most European 
markets will likely rise further. We forecast a more pronounced slowdown in housing 
prices next year as government support through the pandemic is phased out and labor 
market developments become less supportive of household income.  

China’s recovery from COVID remains broadly successful. Activity is back above pre-
pandemic levels and, in the third quarter, 4.9% higher than a year earlier. No other G-20 
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economy will likely match the speed of this rebound; China's economy is on track for 
growth of about 2% this year as consumer spending recovers. Questions linger regarding 
growth momentum heading into 2021 as financial conditions tighten and the yuan 
appreciates. The cautious approach to stimulus is helpful for the sustainability of 
medium-term growth but it may disappoint expectations for next year. 

Across emerging markets (EM) more generally, recovery is underway but losing steam. 
High-frequency data, such as business surveys and mobility indicators, suggest the 
recovery’s momentum slowed in September in several EM economies. If the current 
resurgence in coronavirus cases in EMs and developed markets intensifies, this could 
further inhibit growth and the expected phase-out of stimulus in several EMs could also 
weigh on the recovery. EM corporations are highly vulnerable to a slower and longer 
economic recovery. Our ratings’ negative bias remains historically high across key EMs, 
which reflects vulnerability to weaker conditions. 

Industries continue to exhibit diverging recovery paths, both across and within sectors, 
and these paths are evolving as the course of the pandemic unfolds.  

U.S. advertising appears to be performing in line with, if not somewhat better than, our 
May expectations (see “Reassessing The Pace Of Recovery For U.S. Media”, published 
Oct. 20). Our 2020 advertising forecast is for a 9.4% decline (revised from a 12.4% 
decline) and 10.3% growth in 2021 (previously 14.2%). In contrast, theme parks and 
movie exhibitors will take longer to recover to pre-COVID-19 metrics. We had expected 
they would be among the first out-of-home entertainment businesses to reopen. And 
while they have (with many exceptions), these businesses have performed far below our 
expectations. We remain quite concerned that consumers may be reluctant to venture 
into public venues until a vaccine is available and broadly distributed, which may not be 
until mid-2021. And, as a result, credit measures for companies in these sectors may not 
return to pre-COVID-19 levels until at least 2022, if not 2023. 

Over and above the demand shock, COVID-19 has transformed the European retail 
sector, with an accelerated transition to e-commerce and "omnichannel" platforms 
becoming increasingly indispensable to support physical stores. Apparel retailers and the 
travel retail channel have suffered the most, while grocers, DIY, and home improvement 
retailers have seen a significant increase in their top line. Retail sales have picked up the 
pace in the third quarter, with online sales rising sharply, but margins are under pressure 
from logistics, transportation, and incentive costs. The restaurants and pubs sector will 
remain under pressure for the foreseeable future, although government support and 
measures offering some short-term relief. These challenges mean that more than half of 
the issuers we rate in the sector have a negative outlook or are on CreditWatch with 
negative implications. Insolvency is a growing risk for 10%-15% of speculative-grade 
retail and restaurants with unsustainable capital structures, particularly once official 
support programs taper off. 

  

https://www.spglobal.com/ratings/en/research-insights/topics/emerging-markets-focus
https://www.spglobal.com/ratings/en/research/articles/201020-reassessing-the-pace-of-recovery-for-u-s-media-11700414
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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. 19.  NBFI: Non-bank financial institution. 

– S&P Global Ratings has taken 2,035 negative rating actions (as of Oct. 19) on global 
corporate nonfinancial, financial, and sovereign issuers, including 1,049 downgrades, 
857 outlook revisions to negative, and 129 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 
(11%). 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 17 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 revisions and 
CreditWatch placements, which were more prominent several months ago. Energy and 
media and entertainment companies accounted for three actions each, all of which 
downgrades. 

– Corporate defaults now total 189 issuers so far in 2020 –the highest since the 
Global Financial Crisis in 2009. While missed interest and principal payments lead 
corporate defaults so far in 2020, spread compression in the summer has helped 
refinancing opportunities in general, along with distressed exchanges, which have 
increased in recent weeks. Distressed exchanges lead the corporate default tally in 
the second half of 2020 so far, with 23, followed by missed interest and principal 
payments and bankruptcy with 18 and 15 defaults, respectively. So far in October, 
there have been eight defaults in total, six due to distressed exchanges as more 
companies turn to them as a way to avoid bankruptcy. 
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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 19, 2020. 

Chart 3 

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

 
Source: S&P Global Ratings. Data as of October 19, 2020. 

– Debt issuance. Accommodative financial conditions will likely continue to support 
issuance for companies with stronger and healthier balance sheets. Risk appetite 
continues to grow as investors continue to measure relative risk and yields remain 
extremely low, even negative in some instances. Distressed companies are beginning 
to see some investor appetite with tightening spreads, though investor compensation 
remains high. 

– Spreads tighten. Spreads bifurcate by geography, with spreads widening among 
European speculative-grade and Asian companies and tightening generally in the U.S. 
By rating category, spreads tightened in the U.S. an average of 1%. Spreads on the ‘A’ 
and ‘BBB’ categories tightened two basis points (bps) each, ‘BB’ and ‘B’ remained flat 
(at 410 and 602 bps, respectively), and ‘CCC’ spreads tightened to 979 bps. 
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Debt Capital Markets 

Chart 4 

Financial And Nonfinancial New Bond Issuance 

 
Source: S&P Global Ratings. Data as of October 19, 2020. 

– Global. New bond issuance rises to $4.8 trillion so far in 2020 (compared to $4.5 
trillion in 2019), driven significantly by the U.S. which accounts for 49% of new bond 
issuance so far this year. Asia accounts for 28% and Europe accounts for 19%. 

– Asia. Chinese firms came back strong after the week-long holiday, following the lead 
of the sovereign’s jumbo issue. Last week was also a rare speculative-grade-
dominated week (predominantly ‘BB’ category issuers). 

– Europe. Corporate supply has slowed as companies report their quarterly earnings. 
The focus this week will be on EU’s inaugural social bond offering under its SURE 
program. 

– U.S. Investment-grade primary market activity dipped as corporates remained in 
earnings blackouts. Only two banks chose to raise debt after earnings report. 
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Asset Class Trends 
Corporate  

– During the week ending Oct.19, 2020, leisure-related sectors remained under 
pressure from lower demand levels. Recent downgrades include Codere S.A., a gaming 
company, Cinemark Holdings Inc., a movie theater exhibitor, and ASM Global Parent, 
Inc, which offers sports and live events facility management and services.  

– New reports include “COVID-19 Is A Wake-Up Call For The Food Processing Industry”, 
published Oct 20, 2020, where we examine how COVID-19 will permanently change 
how companies approach workforce safety, particularly at meat facilities, where 
coronavirus infection rates have been high. We believe the COVID-19 pandemic will 
finally elevate social factors to the level of environmental factors in the ongoing 
debate on the true cost of food. The social impact of COVID-19 already informs our 
opinion of food processing companies' creditworthiness; we believe the sustainability 
of their business models hinges on the ability to price in social factors while remaining 
competitive in the long term. 

Banks and Financial Institutions  

– There was an increase last week in the number of rating actions, mainly on banks in 
EMs. In Latin America, we observed two defaults. We lowered the rating on Argentina-
based Banco Hipotecario to 'SD' from 'CC' following the completion of its exchange 
offer, which we viewed as distressed. We subsequently raised the rating to 'CCC+' as 
we believe that that the bank's refinancing risk on its residual debt has decreased. In 
Chile, we lowered the rating on Chilean conglomerate Corp Group Banking S.A. to 'D' 
from 'CC' after the grace period on a missed coupon payment expired. In Oman, we 
lowered our long-term ratings on Bank Muscat S.A.O.G. to 'B+' from 'BB-' following the 
sovereign downgrade as we cap the rating at the level of the sovereign rating. The 
downgrade reflects our view that Oman's public sector finances will materially weaken 
over the next three years. We also expect that depressed oil prices and lower economic 
activity due to COVID-19 will lead to higher problem loans and provisioning needs.  

– In terms of publications, S&P Global Ratings has updated its risk-adjusted capital 
(RAC) ratios in its annual capital review for the Europe's top 50 rated banks (see 
“COVID-19 Puts The Brakes On Capital Strengthening For The 50 Largest European 
Banks”, published Oct. 14). This year's review indicates that the RAC ratios of the top 
50 banks have continued to increase in 2019. Years of capital increase will likely come 
to an abrupt stop in 2020 as economies and banks face the impact of the COVID-19 
pandemic. From a capital adequacy standpoint, European banks are better equipped 
to fight this economic shock than the one in 2008, thanks to 10 years of accumulated 
capital buffers. 

Sovereign 

– Oman Downgraded To 'B+' On Rising Net Debt Levels; Outlook Stable 
– Curacao Long-Term Sovereign Ratings Lowered to 'BBB-' 

Structured Finance  

– Global SF: Please join our S&P Global Ratings Structured Finance analysts for a live 
interactive webinar on Thursday, Oct. 22, 2020 (10:00 A.M. U.S. Eastern Daylight Time, 
3:00 P.M. British Summer Time) for a discussion of the ongoing impact of COVID-19 on 
the global structured finance market. Click here to register (or copy and paste the 
website address into your browser): 
https://event.on24.com/wcc/r/2770168/115F11BD0D60356003F3C69399DBCDEB 

– U.S. CMBS: We continue to monitor the COVID-19 pandemic's impact on the U.S. 
CMBS transactions we rate, especially those with lodging and retail exposures, and 
will take individual rating actions, as appropriate. U.S. CMBS new issue credit metrics 
were mixed but moderately weaker overall in third-quarter 2020, with leverage rising, 
interest-only loan percentages at a new peak, and effective loan counts falling 
modestly. Debt service coverage ratios increased somewhat from already-high levels. 
Of the six U.S. CMBS conduit transactions that priced in third-quarter 2020, we rated 
two and reviewed five; our required credit enhancement levels were up for both the 
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'AAA (sf)' and 'BBB- (sf)' levels; and our net cash flow and value variances to issuer 
underwritten figures increased (see “U.S. CMBS Conduit Update Q3 2020: New Issue 
Credit Metrics mixed and the Effects Of COVID-19 Continue to be Monitored” 
published Oct. 13, 2020). 

– U.S. and European CLO: We are publishing updated performance benchmarks under 
our non-model monitor framework for rated collateralized loan obligation (CLO) 
transactions (see "S&P Global Ratings' Updated Assumptions for CDO Monitor Non-
Model Version," published June 21, 2019). The performance benchmarks provide 
transparency into our view of CLO collateral credit quality and diversity using the non-
model version of our CDO monitor. They also highlight the different CLO manager 
investment styles (i.e., some managers prefer to invest in loans from higher-rated 
issuers, while others prefer to maintain highly diversified portfolios) (see “Third-
Quarter 2020 CDO Monitor Benchmarks reveal relative Credit Quality and Diversity of 
CLO Portfolios” published Oct. 11, 2020). 

– U.S. CLO: We published our second Quote Book, which includes a list of corporate 
rating actions (Sept. 27 through Oct. 10) for issuers with loans held within U.S. broadly 
syndicated loan CLOs (please see "Quote Book: Gleaning Sector Trends for BSL CLO 
Market Participants (As Of Oct. 16, 2020)" published Oct. 16, 2020). In addition, the 
metrics in the CLO Insights 2020 Index more or less held steady (or improved slightly) 
since our prior update two weeks ago (see “CLO Insights: How Middle Market CLOs are 
faring during COVID; Second Quote Book Published” published Oct. 16, 2020). 

– U.S. Auto ABS: U.S. auto loan ABS performance continued to improve in August due to 
a substantial increase in recovery rates and the unemployment rate declining to 8.4% 
from 10.2% in July. Prime recoveries rose to their highest levels seen in over eight 
years. Subprime recoveries also rose to their highest observed level. As a result, prime 
losses declined to their lowest level in over eight years, while subprime losses 
declined to an all-time low. Extension rates continued to decline for the fourth 
consecutive month but remain higher than pre-COVID-19 levels (see “U.S. Auto Loan 
ABS Tracker: August 2020 Performance” published Oct. 14, 2020). 

– Australian Structured Finance: Australia's path to economic recovery will be 
protracted and risks remain. We expect most structured finance asset classes and 
ratings to be resilient, given strong levels of credit support, but risks are on the 
downside. Structural shifts that may accelerate post-COVID and alter debt 
serviceability trends include the use of technology in credit decision-making, the 
increasing contractualization of work, and household debt in an era of very low 
interest rates (see “Australian Structured Finance mostly Resilient in face of 
Protracted Recovery” published Oct. 13, 2020). 
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