
 

S&P Global Ratings believes there remains high, albeit moderating, uncertainty about the evolution of the coronavirus 
pandemic and its economic effects. Vaccine production is ramping up and rollouts are gathering pace around the world. 
Widespread immunization, which will help pave the way for a return to more normal levels of social and economic activity, 
looks to be achievable by most developed economies by the end of the third quarter. However, some emerging markets may 
only be able to achieve widespread immunization by year-end or later. We use these assumptions about vaccine timing 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 
– S&P Global Ratings raised key oil assumptions for 2021 and 2022. 
– China announced a new GDP growth target that suggests a shift in its growth priorities. 
– The U.K. economic recovery is delayed but likely to be stronger. 
– The U.S. speculative-grade distress ratio fell to its lowest level in almost 10 years. 

Key developments 
S&P Global Ratings raised its oil price assumptions for 2021 and 2022. Thanks largely 
to significant OPEC and Russian supply cuts, and global stimulus policies that have 
improved demand and the economic outlook, oil prices have rebounded strongly since the 
publication of our last price assumptions in September 2020. Brent crude oil is now 
assumed to average $60 per barrel for both years, versus $50 previously; West Texas 
Intermediate (WTI) is assumed to average $55, versus $45. We use these price 
assumptions when we assess corporate and sovereign credit quality. By the end of 
March, we hope to have largely completed our reviews of the investment- and 
speculative-grade upstream issuers we cover to reflect the new price assumptions. In 
terms of rating actions, we will mostly likely revise our outlooks on certain producers to 
stable from negative or to positive from stable.  

China announced a growth target for 2021 of "above 6%" and omitted a target in its 
five-year plan. In our view, this is a game-changer. It confirms, in hard numbers, that the 
government no longer prioritizes short-term growth over other objectives. China's social, 
technology, financial stability, and environmental goals are taking precedence, and 
achieving them will mean sacrificing growth momentum. Our forecast for this year is 7%, 
with moderate upside risk. A less constraining set of targets is also consistent with an 
economy experiencing structural downward pressures, including an aging society. We 
expect average growth from 2021-2030 of about 4.6%.  

The new national budget also has implications for China’s local governments. As the 
central government scales back its capital spending at the national level, it is putting 
more responsibility for such spending on local governments, likely hurting their credit 
metrics as they spend heavily to stimulate their economies. Meanwhile, China’s auto 
industry is on track for healthy growth, and we now anticipate 5%-9% growth in light 
vehicle sales this year, versus 4%-6% previously. 

The U.K. economy recovery is delayed but stronger. The third national lockdown, only 
now being gradually eased, will limit GDP growth this year to 4.3%, after which we 
forecast an acceleration to 6.8% in 2022. Conditions for a rapid, consumer-led recovery 
remain in place, with strong fiscal and monetary policy support. The recovery will begin in 

Contents 

1 Key developments 
3 Credit Markets Update 
7 Asset Class Trends 
 

 

Global Research 
Gareth Williams 
London  
gareth.williams 
@spglobal.com 
+44-20-7176-7226 
 
Alexandra Dimitrijevic 
London  
alexandra.dimitrijevic 
@spglobal.com 
+44-20-7176-3128  
 
Gregoire Rycx 
Paris  
gregoire.rycx 
@spglobal.com 
 
Joe Maguire 
New York 
joe.maguire 
@spglobal.com 

 

Links 
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 

 

 

http://www.spglobal.com/ratings
https://www.spglobal.com/ratings/en/research/articles/210308-s-p-global-ratings-revises-oil-and-aeco-natural-gas-price-assumptions-and-introduces-dutch-title-transfer-fac-11867988
https://www.spglobal.com/ratings/en/research/articles/210309-economic-research-china-finally-retires-its-growth-above-all-policy-11867446
https://www.spglobal.com/ratings/en/research/articles/210310-china-s-local-governments-feel-the-strain-as-fiscal-support-dials-down-11867466
https://www.capitaliq.com/CIQDotNet/CreditResearch/pdf.aspx?ResearchDocumentId=47545415&isPDA=Y
https://www.capitaliq.com/CIQDotNet/CreditResearch/pdf.aspx?ResearchDocumentId=47545415&isPDA=Y
https://www.spglobal.com/ratings/en/research/articles/210309-economic-research-u-k-recovery-delayed-but-stronger-11865843
https://www.spglobal.com/ratings/en/research-insights/topics/coronavirus-special-report
https://www.spglobal.com/ratings/en/research-insights/topics/coronavirus-special-report
https://www.spglobal.com/ratings/en/research-insights/topics/coronavirus-special-report
https://www.spglobal.com/ratings/en/research-insights/topics/coronavirus-special-report


Ratings Weekly Digest 

S&P Global Ratings March 10, 2021     2 

the second quarter but from a much lower starting point because of the contraction in the 
first quarter. Our forecast is subject to significant uncertainty on both sides because of 
the unique and novel shock of the pandemic and lockdowns. Adding to the uncertainty is 
the new trading relationship between the U.K. and EU under the Trade and Cooperation 
Agreement, which is still bedding in with anecdotal evidence of disruptions.  

For U.K banks, poor 2020 earnings results laid bare the impact of COVID-19. However, 
the results did offer signs of a silver lining, rather than a threat, for U.K. bank ratings. 
First, fourth-quarter earnings were generally better than market consensus due to a 
marked decline in impairment charges. Second, banks resumed shareholder 
distributions as a sign of their confidence in the future. And, third, banks opined that the 
need to further build provisions may well revert to historical norms this year, as the large 
provision built up in the first half of 2020 appears to them sufficient. These rays of 
optimism, combined with the relative success of the vaccine rollout in the U.K., may yet 
contribute to outlook revisions to stable from negative in the coming months. 

Cryptocurrencies have drawn renewed attention after bitcoin prices surged in 
February and Tesla disclosed that it had put $1.5 billion of its reserves into that asset. 
“The Future Of Banking: Cryptocurrencies Are Still Mostly About Speculation, Not 
Payment” discusses recent developments, particularly noting the environmental impact 
of bitcoin mining, which Cambridge University estimates is consuming more electricity 
than Argentina. The credit risks for banks of cryptocurrencies remain limited because, 
out of caution, they have minimal exposures. S&P Global Ratings believes 
cryptocurrencies continue to be speculative instruments that investors mostly use as a 
store of value rather than a means for commerce. 

The U.S. distress ratio--the proportion of speculative-grade (rated 'BB+' or lower) issues 
with option-adjusted composite spreads of more than 1,000 basis points (bps) relative to 
U.S. Treasuries—fell for the 11th consecutive month in February, reaching 4.0% after 
peaking at 35.2% just 11 months prior. The ratio has now dropped to its lowest level 
since May 2011, when the distress ratio reached 3.6%. Meanwhile, the U.S. speculative-
grade default rate is finally showing signs of slowing, falling to 6.6% in January 2021 from 
6.7% as of December 2020 and U.S. composite spreads tightened overall and for issuers 
rated 'CCC' and below. 

S&P Global Ratings Research expects the S&P/LSTA Leveraged Loan Index lagging 12-
month default rate to remain elevated before nearing 3.5% by December 2021 (see 
chart). It stood at 3.9% as of January. Note that this figure uses LCD’s default definition 
which differs from that used for the speculative-grade default rate, notably by not 
including distressed exchanges. S&P Global economists expect the new fiscal stimulus 
under negotiation in Congress will help fill the hole in demand wrought by the pandemic, 
but a slow post-pandemic recovery remains likely. Ample liquidity and an improving U.S. 
economy have helped limit defaults so far. However, to remain solvent, issuers with high 
leverage must either reposition for stronger growth or continue to rely on easy financial 
conditions to refinance maturing debt. Extraordinary monetary and fiscal policy 
responses to the pandemic will allow some issuers to avoid default, but we expect they 
will only delay default for others.  

https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?&DocumentId=47548622&From=SNP_RE
https://www.spglobal.com/ratings/en/research/articles/210308-the-future-of-banking-cryptocurrencies-are-still-mostly-about-speculation-not-payment-11860149
https://www.spglobal.com/ratings/en/research/articles/210308-the-future-of-banking-cryptocurrencies-are-still-mostly-about-speculation-not-payment-11860149
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=47557442&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?&DocumentId=47491234&From=SNP_RE
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Credit Market Update 
Ratings Trends 

Chart 1 

Rating Actions Become More Balanced So Far In 2021 

 
Source: S&P Global Ratings. Data as of Mar. 8, 2021. 
 

Table 1 

Recent Rating Actions 

Date Action Issuer Industry Country To From 
Debt vol 

(mil. $) 
02-Mar Downgrade National Grid PLC Utility U.K. BBB+ A- 39,007 

05-Mar Downgrade 
National Rural Utilities Cooperative 
Finance Corp. 

Finance  U.S. A- A 24,399 

03-Mar Downgrade 
National Grid North America Inc. 
(National Grid PLC) 

Utility U.S. BBB+ A- 16,610 

04-Mar Downgrade MGM Resorts International Media and entertainment U.S. B+ BB- 14,305 

05-Mar Upgrade United Rentals Inc. Capital goods U.S. BB+ BB 9,350 

05-Mar Downgrade Republic of Kenya Sovereign Kenya B B+ 6,100 

05-Mar Downgrade Marriott Vacations Worldwide Corp. Media and entertainment U.S. B+ BB- 5,123 

04-Mar Upgrade VEREIT Inc. Homebuilders/real estate c U.S. BBB BBB- 4,150 

03-Mar Downgrade Harley-Davidson Inc. Media and entertainment U.S. BBB- BBB 3,785 

08-Mar Upgrade Mattel Inc. Media and entertainment U.S. BB B+ 3,150 

Source: S&P Global Ratings  

– Downgrades outpace upgrades by a wider margin, with 37 downgrades and 34 
upgrades in the past three weeks. 

– MGM Resorts International was downgraded to 'B+' from 'BB-' on slower-than-
expected recovery in its largest property markets including Las Vegas and Macau. 
We expect a longer recovery in global tourism-led sectors such as lodging and 
gaming, which continue to suffer from the abrupt decline in demand and revenue 
from a year ago.  

– Global corporate defaults rise to 17 so far this year after two emerging market 
defaults this week including Argentina-based oil and gas company YPF S.A, and 
Cayman Islands-incorporated (China-based) real estate developer Sunshine 100 
China Holdings Ltd. 
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Chart 2 

Nonfinancial Corporates Still See Nearly 1/3 Of Issuers Poised For Downgrades 

 
Source: S&P Global Ratings. Data as of March 8, 2021. 

 

Chart 3 

Revenue Pressure Feeds Elevated Downgrade Potential 

 
Source: S&P Global Ratings. Data as of March 8, 2021. 
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Financing Conditions 

Chart 4 

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. March 8, 2021. 

Chart 5 

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

 
Source: S&P Global Ratings. Data as of March 8, 2021. 

– Debt issuance. 2021 debt issuance totals $1.03 billion, 9% above the total at this 
point last year. Despite a recent spike in treasury yields, primary market issuance 
activity remain strong, especially in the U.S. and Europe. 

– Spreads tighten. Spreads are generally wider at investment-grade ratings, week 
over week, owing to market volatility and investors' concerns of rising inflation 
and the recent spike in U.S. 10-year treasury yields. U.S. speculative-grade 
spreads have narrowed further over the last week with the 'CCC' rated spread 
contracting by 3 bps.    
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Debt Capital Markets 

Chart 6 

Financial And Nonfinancial New Bond Issuance 

 
Source: S&P Global Ratings. Data as of March 8, 2021. 

– Global. Global issuance rebounds to $880 billion so far this year; 3% higher than 
the year-to-date 2020 total. 

– Asia. Both Japan and Southeast Asian markets gave a boost this week, with 
NTT’s $10.4 billion jumbo deal seeing strong investor interest. 

– Europe. Favorable financing conditions continues to help supply despite 
somewhat increasing yields. 

– U.S. Borrowing conditions remain stable and issuance activity picked up this 
week, despite rising U.S. Treasury yields.  
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Asset Class Trends 
Corporates  

– Notable publications include: 
 S&P Global Ratings Revises Oil And AECO Natural Gas Price Assumptions 

And Introduces Dutch Title Transfer Facility Assumption 
 China Auto Industry Is On Track For Healthy Growth 
 French Electricity And Gas Regulatory Frameworks: Very Supportive 
 Default, Transition, and Recovery: The 2021 Global Corporate Default 

Tally Rises To 17 After Two Emerging Market Defaults 
 The U.S. Broadcast Radio Sector's Recovery Is Now Set To Drag Into 2022 
 Default, Transition, and Recovery: The S&P/LSTA Leveraged Loan Index 

Default Rate Could Remain Elevated Before Falling To 3.5% By December 
2021 

 Slide Presentation: U.S. Consumer Goods Sector Overview, Credit Trends 
& Outlook 

– Notable rating actions include: 
 Harley-Davidson Inc. Downgraded To 'BBB-' On Smaller Retail Footprint, 

Secular Risks; Outlook Stable Due To Low Leverage 
 Kontoor Brands Inc. Outlook Revised To Stable From Negative; 'B+' 

Rating Affirmed 
 MGM Resorts International Issuer Credit Rating Lowered To 'B+'; Outlook 

Negative 
 AT&T Inc. Outlook Revised To Negative From Stable Following Increase In 

Leverage From Auction; Ratings Affirmed 
 Verizon Communications Inc. Outlook Revised To Stable From Positive On 

Increased Leverage From Auction; Ratings Affirmed 
 Whirlpool Corp. Outlook Revised To Stable From Negative On Healthy 

Appliance Demand; 'BBB' Rating Affirmed 
 Mattel Inc. Upgraded To 'BB' From 'B+' On Strong EBITDA Growth; 

Ratings Off CreditWatch; Outlook Stable 
 Global Mining Services Provider Thiess Group Rating Lowered To 'BB+' On 

Parent Downgrade; Outlook Stable 
 Spanish Construction Group ACS Downgraded To 'BBB-/A-3' On 50% 

Thiess Disposal and Higher Debt; Outlook Stable 

Banks and financial institutions  

– Still on the back of recent earnings releases, we published a commentary on the 
U.K. banking system. The recently published full-year 2020 results laid bare the 
negative financial impact of COVID-19 on all U.K. banks as earnings performance 
was poor. The results did, however, offer signs of a silver lining, rather than a 
threat, for U.K. bank ratings. We expect revenues to fall a little further in 2021, 
but earnings prospects are brighter as we have growing confidence that 
provisioning needs will fall substantially. These rays of optimism, combined with 
the relative success of the vaccine rollout in the U.K., may yet contribute to 
outlook revisions to stable from negative in the coming months. But, ultimately, 
we take a long-term approach to our ratings analysis and are cognizant that the 
COVID-19-induced economic downturn accelerated the pre-existing challenges 
for bank business models from the low rate environment that has been a growing 
ratings focus across European banks. For more details see U.K. Banks’ Poor 2020 
Earnings Mask A Hint Of Optimism For Future Creditworthiness. 
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Sovereign 

– Kenya Lowered To 'B' On Rising Fiscal And External Pressures; Outlook Stable 
– Montenegro Downgraded To 'B' From 'B+' On Weaker Fiscal And Balance-Of-

Payments Positions; Outlook Stable 

Structured finance  

– European CLO and leveraged finance:  Listen to a recent podcast, "Leveraged 
Finance & CLOs Uncovered Podcast: EU Could Meet 70% Vaccination Target By 
Late July If Production Steps Up" released March 4. 

– U.S. RMBS: On March 1, 2021, we published FAQs regarding the Consumer 
Financial Protection Bureau's (CFPB) Dec. 10, 2020, amendments to the Ability-
to-Repay/Qualified Mortgage (QM) Rule (the new QM rule), and its Feb. 23 notice 
of a possible extension of the mandatory July 1, 2021, adoption date it had set for 
the amendments. The new QM rule has an optional adoption date for applications 
taken on and after March 1. Overall, S&P Global Ratings believes most of the U.S. 
mortgage market will adopt the new rule on or around the final mandatory 
adoption date. However, we believe the new rule's impact on U.S. RMBS will lag 
its adoption date due to the interval between the loan application, loan closing or 
origination, and securitization dates. That is, loans affected by the new rule will 
likely appear in U.S. RMBS securitizations 60-90 days, on average, after the 
effective adoption date. See "Credit FAQ: How the New Qualified Mortgage Rule 
Could Impact U.S. RMBS" published March 1.    
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