
 

S&P Global Ratings believes there remains a high degree of uncertainty about the evolution of the coronavirus pandemic. 
Reports that at least one experimental vaccine is highly effective and might gain initial approval by the end of the year are 
promising, but this is merely the first step toward a return to social and economic normality; equally critical is the 
widespread availability of effective immunization, which could come by the middle of next year. We use 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 Takeaway 
– BioNTech/Pfizer’s announcement of 90% efficacy in phase 3 trials of its new vaccine offered 

hope that an end might be in sight to the COVID-19 crisis.  

Key developments 
Reports that BioNTech and Pfizer’s pioneering messenger RNA vaccine had achieved 
more than 90% efficacy in phase 3 trials with no serious side effects appears to be a 
game-changer, providing a potential route to a post-COVID world. Financial markets rose 
sharply in response, with the companies hit hardest by the pandemic seeing asset prices 
surge. Emergency regulatory approval will be sought once full test results are available in 
around three weeks. Inevitably there will be complications--the BNT162b2 vaccine 
requires two doses, three weeks apart, and has to be stored at -75 degrees Celsius, which 
might prove challenging for countries without adequate cold chain facilities. Efficacy was 
tested seven days after the second dose; there’s no indication yet of vaccine duration.  

Formidable logistical challenges lie ahead. The U.S., U.K., EU, and Japan have already 
bought much of the existing supply, and while the World Health Organization’s COVAX 
initiative should help ensure global access to this and other vaccines, available doses are 
unlikely to cover whole populations even for countries with large pre-orders. Social 
distancing is likely to remain necessary for some time yet, and this development won’t 
prevent a difficult winter for Northern Hemisphere countries where cases are surging. 

With a widespread medical solution likely to take time, the recovery in travel and hotel 
demand will be slower than we expected, and may not take hold until the second half of 
next year. We believe U.S. revenue per available room (RevPAR) will be down about 50% in 
2020, recovering next year but remaining 20% to 30% below 2019 levels. The risk of 
“fallen angels” in the sector is still high among the remaining investment-grade lodging 
issuers. Some lodging REITs may need to pursue long-term solutions for their capital 
structures, either through equity issuances or hotel sales. 

Joe Biden won the U.S. presidential election, along with vice president-elect Kamala 
Harris, albeit with some legal challenges and recounts taking place. The Democrats failed 
to win control of the Senate, potentially constraining the new administration, although 
two runoffs in Georgia on Jan. 5 could yet swing the balance. President-elect Biden has 
initiated a COVID-19 advisory board, with policy changes likely to include mandating 
greater use of masks and renewed test-and-trace efforts. Recorded U.S. cases now 
exceed 10 million, with new cases growing at the fastest rate since the epidemic began.  

The global corporate default tally has hit 200--the highest seen since 2009. These 
numbers translate into a 12-month-trailing speculative-grade default rate of 5.1% 
globally, 6.3% in the U.S., and 4.9% in Europe, including both high-yield bond and loan 
borrowers that S&P Global rates. U.S. and Canadian issuers in the 'CCC' rating category 
currently total 242--nearly double the 134 as of December 2019.   
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Links 
Daily research updates, 
including a summary of 
related ratings actions, are 
available at: 
https://www.spglobal.com/ratin
gs/en/research-
insights/topics/coronavirus-
special-report 
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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 Nov. 9th.  NBFI: Non-bank financial institution. 

– S&P Global Ratings has taken 2063 negative rating actions (as of Nov. 9) on global 
corporate nonfinancial, financial, and sovereign issuers, including 1064 downgrades, 
866 outlook revisions to negative, and 133 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 (from 14 
actions in the week prior). 11 out of the 18 negative actions this week were 
downgrades, mirroring recent trends of downgrades accounting for a larger share of 
negative actions as prior Outlooks and CreditWatch placements are resolved at a 
lower credit rating. 

– The global corporate default tally reaches 200 for the first time since 2009. 
Regionally, much of the rise in defaults so far in 2020 can be attributed to an increase 
in defaults in both the U.S. and Europe--both regions hold the largest numbers of 
rated issuers globally and the impact of the COVID-19 pandemic has pressured 
vulnerable sectors like oil and gas, consumer and retail, media and entertainment, 
and lodging sectors (all of which had comparatively weak credit before the pandemic 
began). In Europe, the number of defaults has well surpassed its year-end 2009 levels 
of 22 defaults and have reached a historic high of 35. Although below its June high of 
57%, Europe's negative bias of 49% remains well above its pre-pandemic levels. 
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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. Nov. 9, 2020. 

Chart 3 

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

 
Source: S&P Global Ratings. Data as of Nov. 9, 2020. 

– Debt issuance. Issuance was largely paused globally last week on count of the U.S. 
elections, though its conclusion this weekend (for most races) followed by the 
announcement of a promising COVID19 vaccine has caused markets to rally. 
Accommodative financial conditions will likely continue to support issuance for 
companies with stronger and healthier balance sheets and risk appetite may grow, 
supported by improvements in investor sentiment. Consequently, investors may 
increase purchase risk assets as they measure relative risk against a backdrop of 
extremely low yields. 

– Spreads tighten. Market sentiment has markedly shifted after Monday’s 
announcement of a promising COVID19 vaccine, tightening an average of 15 basis 
points for investment-grade categories and nearly one percentage point for 
speculative-grade categories week-over-week. While spreads recently rose due to 
rising COVID19 infections, they quickly contracted with this week’s news.  
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Debt Capital Markets 

Chart 4 

Financial And Nonfinancial New Bond Issuance 

 
Source: S&P Global Ratings. Data as of Nov. 9, 2020. 

– Global. Global new issuance rises to $5.05 trillion in 2020, 12% higher than the 
entirety of 2019 as the U.S. elections were in focus last week. 

– Asia. Asian issuance paused as borrowers opted to wait for clarity before they get 
resume planned issuances in November. 

– Europe. European new issues also saw a pause-- nevertheless, conditions remain 
supportive for a late flurry before the year end. 

– U.S. Last week’s new issuance in the U.S. came to a halt as issuers waited for election 
results. 
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Asset Class Trends 
Corporate  

– During the week ending Nov. 10, 2020, notable rating actions from continued pressure 
on travel and leisure include downgrades of cinema advertising firms National 
CineMedia Inc. and Screenvision LLC and concession catering operator PAX Midco 
Spain. The rating on cruise line operator Carnival Corp. was further lowered by 2 
notches to 'B' from 'BB-'. 

– New reports include our analysis of how a slower than expected recovery in business 
and group travel and hotel demand could delay a recovery of U.S. revenue per 
available room (RevPAR) until 2023 at the earliest. See The U.S. Lodging Sector: A 
Slower Recovery Could Take Until 2023, published Nov. 5, 2020. 

Banks and Financial Institutions  

– Over the past week, we lowered our rating on a U.S.-based investment holding 
company to ‘BB’ from ‘BB+’ due to a significant decline in the value of the investment 
portfolio through the third quarter of 2020. 

Structured Finance  

– EMEA Structured Finance: See “EMEA Structured Finance Surveillance Chart Book” 
published Nov. 4, 2020. Our Chart Book includes the latest credit developments within 
the region and across sectors.  In addition, you can find the latest sector performance 
indicators and recent rating actions by sector.  

– U.S. CMBS: See “SF Credit Brief: U.S. CMBS Delinquency Rate drops to 7.53% in 
October, but the Proportion of Seriously Delinquent Loans continues to grow” 
published Nov. 5, 2020. 

– Japan RMBS: We published two reports last week. Here are a couple “Key Takeaways” 
from our report related to our scenario analysis in this sector: “We haven't observed 
material changes in performance of loans backing RMBS transactions in Japan, 
despite COVID-19. We estimate a 5% default rise and 5% real estate price decline 
would hurt less than 10% of the classes we rate.”  See “Scenario Analysis: Japanese 
RMBS' Credit Enhancements tolerate Pandemic Stresses” published Nov. 5, 2020.  
Here is one of the “Key Takeaways” from our other report: “The impact of COVID-19 on 
default and delinquency rates of Japanese private sector RMBS transactions has 
been limited, based on collection data through to July 2020.”  See “Performance 
Watch: Japan Private-Sector RMBS endures Pandemic Challenges” published Nov. 5, 
2020. 
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