
 

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 
– We take a detailed look back at how the pandemic has affected global creditworthiness, and 

how the tide has turned with upgrades exceeding downgrades. 
– U.S. payroll data have provided encouraging evidence of a recovery gaining traction.  

Key developments 
COVID-19 was declared a pandemic almost 13 months ago and we have published a 
detailed look back at how it has affected creditworthiness globally. There have been a 
total of 2,118 negative rating actions across corporates, financial, and sovereign issuers 
due to the COVID-19 pandemic and the oil price dislocation, peaking in intensity a year 
ago. The most ratings actions – positive and negative – were on ‘B’ rated issuers. We 
downgraded more than 40% of rated automotive, media, leisure, and hotel companies, 
and the negative bias – measuring future downgrade risk – peaked at 40%.  

This year has seen the tide turn, with only 63 negative rating actions to date primarily 
driven by the pandemic, roughly 3% of the total negative actions in 2020, and the outlook 
bias has fallen to 26%. Positive rating actions have begun to outpace negative ones over 
the past few weeks as favorable vaccine developments continue, our economic forecasts 
turn more positive, and financing conditions remain supportive across the ratings 
spectrum. The gap between potential downgrades and upgrades has narrowed for seven 
consecutive months. 

The longer-term impact of the pandemic on some heavily affected sectors remains 
uncertain. Retail REITS, for example, face long-term risks from e-commerce eroding 
retail property demand, rent, and occupancy rates (see “Can European Retail Property 
Owners’ Belt-Tightening Save Ratings From COVID And E-Commerce Headwinds?”). 
European retail property companies reported a 15% drop in like-for-like rental income 
and a 6% decline in property value on average in 2020. For 2021, we expect flat-to-
modest EBITDA growth of up to 10% for the sector and a further valuation loss of 5% on 
average, as we assume pandemic restrictions will abate in the second half. Financial 
discipline is helping most retail REITs mitigate the impact of valuation losses, but long-
term risks remain and most European retail property owners still have negative outlooks. 

Strong payroll data have provided encouragement about the pace of recovery in the 
U.S. 8.4 million jobs have been lost since February, 2020 and to regain those over the next 
year requires a monthly average of 700,000 job gains. March’s 916,000 increase was a 
positive step, notably including 280,000 jobs in hard-hit leisure and hospitality, and 
indicate easing pandemic restrictions. See here for more.  
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Credit Market Update 
Ratings Trends 

Chart 1 

The Spread Between Upgrades And Downgrades Continues To Grow 

 
Source: S&P Global Ratings. Data as of April 5, 2021. 
 

Table 1 

Recent Rating Actions 

Date Action Issuer Industry Country To From 
Debt vol 

(mil. $) 
02-Apr Upgrade Freeport-McMoRan Inc. Metals, mining, and steel U.S. BB+ BB 10,612 

05-Apr Downgrade Serta Simmons Bedding LLC Consumer products U.S. CC CCC+ 10,201 

02-Apr Downgrade Kingdom of Morocco Sovereign Morocco BB+ BBB- 8,773 

30-Mar Upgrade Triton International Ltd. Transportation Bermuda BBB- BB+ 6,098 

02-Apr Upgrade Eastman Chemical Co. 
Chemicals, packaging, and environmental 
services 

U.S. BBB BBB- 5,957 

01-Apr Upgrade QTS Realty Trust Inc. Homebuilders/real estate  U.S. BB BB- 2,875 

30-Mar Upgrade Diamond (BC) B.V. 
Chemicals, packaging, and environmental 
services 

Netherlands B B- 2,725 

05-Apr Upgrade Tata Steel Ltd. Metals, mining, and steel India BB- B+ 2,300 

05-Apr Upgrade PulteGroup Inc. Homebuilders/real estate U.S. BBB- BB+ 2,097 

31-Mar Upgrade 
Priority Holdings LLC (Priority 
Technology Holdings Inc.) 

High technology U.S. B- CCC+ 1,777 

Source: S&P Global Ratings  

– Upgrades continue to outpace downgrades, fueled by a slowdown in the number 
of downgrades. The U.S. homebuilder and real estate sector led with the most 
upgrades this week with four, including PulteGroup Inc., which became a rising 
star this week as U.S. homebuilders continue to strengthen their credit profiles. 

– In addition to PulteGroup Inc., marine cargo container lessor Triton 
International Ltd. became a rising star this week when it was upgraded to 'BBB-' 
from 'BB+' due to strong demand and capacity constraints since global trade 
began recovering in July 2020, trends we expect to continue through the 
remainder of 2021 and perhaps longer. 

– European defaults continue to grow this week with the addition of U.K.-based 
commercial passenger aircraft leasing company Avation PLC. Although at an all-
time first-quarter high, financing conditions remain largely accommodative 
throughout the region as the number of quarterly defaults has slowed 
considerably since 2020. 
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Chart 2 

The Negative Bias For Nonfinancial Corporates And Sovereigns Stabilize 

 
Source: S&P Global Ratings. Data as of April 5, 2021. 

 

Chart 3 

Most Sectors Stabilize While The Negative Bias For Aerospace And Defense Increases 

 
Source: S&P Global Ratings. Data as of April 5, 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. April 5, 2021. 

Chart 5 

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

 
Source: S&P Global Ratings. Data as of April 5, 2021. 

– Debt issuance. Primary market issuance activity was on the quieter side this 
week, but debt issuance on the year total reached $1.5 billion, 2% above the total 
at this point last year. 

– Spreads stabilize. Spreads continue to fall at all rating levels, the largest being 
at the 'AAA' and 'AA' rating levels, which fell 10% and 8%, respectively.   
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Debt Capital Markets 

Chart 6 

Financial And Nonfinancial New Bond Issuance 

 
Source: S&P Global Ratings. Data as of April 5, 2021. 

– Global. It was a quiet week, but rising risk appetite fueled spread compression in 
the secondaries. 

– Asia. Corporate foreign issuance volume was stable last week with more 
participation from higher-grade issuers, while speculative-grade issuance 
remained thin, especially from Chinese property firms. 

– Europe. Concessions narrowed amid lower supply and stable rates. 
– U.S. Favorable financing conditions paved the way for record quarterly supply in 

the leveraged finance markets during in first-quarter 2021.   
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Asset Class Trends 
Corporates  

– Notable publications include: 
 Can European Retail Property Owners' Belt-Tightening Save Ratings 

From COVID And E-Commerce Headwinds? 
 Default, Transition, and Recovery: Avation PLC's Default Brings The 

European Tally For 2021 To Eight 
 Credit Trends: Potential Downgrades Fall Sharply, Though Remain At 

Elevated Levels 
 Peer Comparison: Built To Last? Several U.S. Homebuilders Lay The 

Foundations For Investment Grade 
 Power Play: It’s Time To Be Firm 
 A Look Back At How The COVID-19 Pandemic Affected Creditworthiness 

Globally 
 

– Notable ratings actions include: 
 Ovintiv Inc. Outlook Revised To Stable From Negative On Improved Credit 

Measures; 'BBB-' Ratings Affirmed 
 Research Update: Advertising Holding Group WPP Outlook To Stable On 

Improving Operating Performance And Lower Leverage; Affirmed At 'BBB' 
 PulteGroup Inc. Upgraded To 'BBB-' From 'BB+' On Lower Debt and 

Strong Credit Ratios, Outlook Stable; Note Rating Raised 
 Tata Steel Rating Raised To 'BB-' On Deleveraging And Strong Operating 

Momentum; Outlook Stable 
 Freeport-McMoRan Inc. Upgraded To 'BB+' 

 

Banks and financial institutions  

– Rating actions in the past week were mainly concentrated within nonbank 
financial institutions in North America. 

– Despite tough operating conditions due to COVID-19, MoneyGram maintained 
sufficient covenant cushion, adequate liquidity, and steady operating 
performance. Therefore, we revised the outlook on MoneyGram International Inc. 
to stable from negative.  

– Stifel Financial Corp. generated solid earnings in 2020 despite the pandemic and 
low interest rates. This performance, along with more conservative balance sheet 
management, slower asset growth, and solid growth in tangible equity, improved 
capitalization and liquidity. We therefore revised our outlook on Stifel Financial 
Corp. to positive from stable and affirmed the ratings, including the 'BBB-' issuer 
credit rating. 

– We lowered our rating on Altisource Portfolio Solutions S.A. to 'CCC+' from 'B-' 
following the moratorium on mortgage foreclosures. The negative outlook reflects 
our view that the moratorium on foreclosures, the COVID-19 pandemic, and any 
additional unforeseen events could further weigh on Altisource's operations and 
liquidity over the next 12 months. 

– Avison Young reported weaker-than-expected operating performance in 2020 
due to COVID-19. As a result, we revised the outlook on Avison Young to negative 
from stable and affirmed our 'B-' issuer credit and issue ratings.  
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Sovereign 

– Morocco Ratings Lowered To 'BB+/B' From 'BBB-/A-3' On Fiscal Space Erosion; 
Outlook Stable 

Structured finance  

– ESG and structured finance: On March 31, we published ESG industry report 
cards for structured finance. Our credit ratings on structured finance 
transactions incorporate ESG credit factors when, in our opinion, they could 
affect the likelihood of timely payment of interest or ultimate repayment of 
principal by the legal final maturity date of the securities. Our ESG industry report 
cards qualitatively explore the relative exposures (average, below average, above 
average) of different sectors to ESG credit factors over the short, medium, and 
long term. This sector comparison is not an input to our credit ratings or a 
component of our credit rating methodologies; it is based on our current 
qualitative, forward-looking opinion of potential credit risks across sectors. In 
addition, the structured finance ESG industry report cards list examples of ESG 
credit factors for the sector that may have a more positive or negative influence 
on a transaction's credit quality compared to sector peers or the broader sector. 
See "ESG Industry Report Card: Auto Asset-Backed Securities"; "ESG Industry 
Report Card: Collateralized Loan Obligations"; "ESG Industry Report Card: Credit 
Card Asset-Backed Securities"; "ESG Industry Report Card: Commercial 
Mortgage-Backed Securities"; "ESG Industry Report Card: Residential Mortgage-
Backed Securities"; and "ESG Industry Report Card: Student Loan Asset-Backed 
Securities". 

– U.S. structured finance: See "SF Credit Brief: U.S. SF New Issuance was $63 
Billion in March 2021, $156 Billion YTD, and up 22% Year over Year" published 
April 1, 2021. In March 2021, U.S. structured finance new issuance across the 
four major sectors--asset-backed securities, commercial mortgage-backed 
securities, collateralized loan obligation, residential mortgage-backed securities 
(ABS, CMBS, CLO, RMBS)--was $63 billion, bringing the year-to-date/first-
quarter total to $156 billion, up 22% year over year from $127 billion in first-
quarter 2020. 

– Australia RMBS:  See "Credit FAQ: How will the Recent Floods Affect Australian 
RMBS?" published March 30, 2021. Mortgage arrears are likely to rise in 
communities on the east coast of Australia affected by recent floods. The 
government has declared a natural disaster in several areas of New South Wales 
in response to torrential rains and historic flooding, and flood warnings remain 
current in Queensland. In this Credit FAQ, S&P Global Ratings considers the 
effects of the flooding in the context of Australian RMBS portfolios. In addition, 
see "Australian Prime Home Loan Arrears Rose in January, Report says" 
published March 30, 2021 to access "RMBS Arrears Statistics: Australia," which 
provides a comprehensive analysis of arrears statistics on loans underlying 
Australian RMBS. 
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