
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 
– Credit trends continue to improve, supported by strong issuance.
– Pharma patent waivers are unlikely to hurt ratings now but raise medium-term risks.
– Credit losses are likely to decline for Asia-Pacific banks, echoing favorable U.S. trends.

Key developments 
Credit trends continue to show improvement. In March, the count of potential fallen 
angels recorded a net decrease of 11--the largest drop since the pandemic began. In 
April, we saw further declines, with a net decrease of 10 issuers, to 74. This marked the 
ninth consecutive month with net decreases in the number of potential fallen angels. 
Likewise, rising stars hit the highest monthly total since before the pandemic. In the U.S. 
and Canada, the number of 'CCC' rated companies has fallen 25% since a peak in May 
2020. Liquidity support remains strongly favorable. Issuance for 'B-' and lower-rated 
borrowers totaled $8.9 billion in April, versus $704 million in April 2020.  

U.S. structured finance new issuance across the four major sectors (ABS, CMBS, CLO, 
RMBS) totaled more than $54 billion in May, bringing the year-to-date total to $270 
billion, up 63% from $166 billion for the same period last year. All four major sectors are 
ahead of last year's pace, with CLOs leading the way (+141%). 

Our latest ‘Health Care Credit Beat’ assesses the potential effects of patent waivers. 
From a ratings perspective, we don’t think a temporary waiving of COVID-19 vaccine 
patents would hurt. For instance, Pfizer Inc.'s earnings from lower-income countries 
where the waiver might apply don’t account for a significant portion of overall earnings. 
However, this would set a precedent, raising the possibility that future products could 
experience a similar suspension, potentially reducing profitability and curtailing R&D 
spending. The pharmaceutical industry donates and provides at steep discounts 
significant amounts of drugs to the uninsured and lower-income countries. However, the 
pressure to do more will grow, especially in an age where social responsibility and 
sustainability are prime concerns. Otherwise, similar proposals will become more 
frequent and would be a long-term credit negative for the industry.  

Credit losses are set to decline for most Asia-Pacific banks. Echoing favorable provision 
trends in the U.S., Asia-Pacific banks should safely avoid a “cliff effect” even as extensive 
relief measures are progressively removed. Indeed, S&P Global Ratings forecasts credit 
losses as a percentage of loans will shrink in nearly all the region’s countries in the next 
two years. This is because targeted assistance to stretched borrowers will likely continue 
in many places until pandemic-related challenges substantially abate. Good prospects 
for the region's economic recovery will also support banks and their borrowers.  
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Credit Market Update 
Ratings Trends 

Chart 1 

Upgrades Slow As Downgrades Begin To Pick Up 

 
Source: S&P Global Ratings. Data as of May 24, 2021. 
 

Table 1 

Recent Rating Actions 

Date Action Issuer Industry Country To From 
Debt vol 

(mil. $) 
27-May Upgrade Boston Scientific Corp. Health Care U.S. BBB BBB- 9,202 

26-May Upgrade CDW Corp. High Technology U.S. BBB- BB+ 6,940 

26-May Downgrade Vericast Corp. Media & Entertainment U.S. CCC CCC+ 2,905 

25-May Downgrade GEO Group (The) Inc. Consumer Products U.S. CCC+ B 2,734 

26-May Upgrade 
Chevron Phillips Chemical Co. 
LLC (Chevron Corp.) 

Chemicals, Packaging & Environmental Services U.S. A- BBB+ 2,700 

25-May Downgrade Park River Holdings Inc. Forest Products & Building Materials U.S. B- B 1,835 

27-May Downgrade Premiere Global Services Inc. Telecommunications U.S. CCC- CCC+ 1,330 

28-May Upgrade ASP Unifrax Holdings Inc. Capital Goods U.S. B- CCC+ 1,329 

26-May Downgrade Shanghai Electric (Group) Corp. Capital Goods China A- A 800 

31-May Downgrade 
Sichuan Languang Development 
Co. Ltd. 

Homebuilders/Real Estate Co. China B- B+ 750 

Source: S&P Global Ratings  

– Upgrades continue to outpace upgrades, but only slightly. Regionally, 
downgrades last week were concentrated in Emerging Markets and Asia-Pacific 
while upgrades were focused in the U.S. 

– U.S.-based provider of integrated technology solutions CDW Corp. became a 
rising star this week after we upgraded it to 'BBB-' from 'BB+' on solid execution 
and financial policy.  

– This year's global corporate default tally remained at 43 this week—the month 
of May saw the fewest number of defaults since August 2019, as many 
speculative-grade issuers are seeing an uptick in positive rating actions. 'CCC' 
rated issuers have led upgrades by rating category in the first quarter of 2021 with 
42--an all-time quarterly high. 
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Chart 2 

Nonfinancial Corporates Continue To Stabilize 

 
Source: S&P Global Ratings. Data as of May 31, 2021. 

 

Chart 3 

Aerospace and Defense And Media, Lodging, and Leisure Currently Hold The Highest 
Net Negative Bias At 34% Each 

 
Source: S&P Global Ratings. Data as of May 31, 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. May 31, 2021. 

Chart 5 

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

 
Source: S&P Global Ratings. Data as of May 31, 2021. 

– Debt issuance. Debt issuance on the year is down nearly 9% compared with this 
point in 2020 but rebounded this week.  

– U.S. Speculative-Grade. Spreads tightened slightly this week as U.S. investment-
grade spreads held steady. 
  

366

1056

237

866

518

119

363

78

305
258

146

429

85

355

263

118

361

77

299
253

0

200

400

600

800

1000

1200

U.S. Investment-
Grade

U.S. Speculative-
Grade

Europe Investment-
Grade

Europe
Speculative-Grade

Asia

COVID Peak 30-Day Average Beg. of 2021 Most Recent
(bps)

72 78 116 165
330

472

748

190 220 290
440

830

1,132

1,812

64 74 102 141
290

397

626

0
200
400
600
800

1000
1200
1400
1600
1800
2000

AAA AA A BBB BB B CCC

Beg. of 2021 COVID High Most Recent

(bps)



Ratings Weekly Digest 

S&P Global Ratings June 2, 2021     5 

Debt Capital Markets 

Chart 6 

Financial And Nonfinancial New Bond Issuance 

 
Source: S&P Global Ratings. Data as of May 31, 2021. 

– Global.  A global rebound this week puts total volume at $2.5 trillion. 
– Asia. Last week saw issuance volume rebound, as high-yield Chinese property 

firms took the window of relatively better investor sentiment. 
– Europe.  Focus shifts to the policy meeting next week. Investors will remain highly 

sensitive to any comments on tapering of ECB’s asset purchases. 
– U.S. Investment grade volumes surprised on the upside and issuance in the 

speculative grade market set a record for May. 
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Asset Class Trends 
Corporates  

– Notable publications include: 
 Credit Trends: 'BBB' Pulse: Rising Stars Hit Highest Monthly Total Since 

Before The Pandemic 
 Default, Transition, and Recovery: The U.S. Speculative-Grade Corporate 

Default Rate Could Fall To 4% By March 2022 
 The Health Care Credit Beat: COVID-19 Vaccine--Patent Waivers, Falling 

U.S. Shot Rates, And Thoughts On Potential Pharma Ratings Upside 
 Default, Transition, and Recovery: The Global Corporate Default Tally 

Remains At 43 
 The Lagging Seven: Corporate Latin American Sectors Struggle To Exit 

The Pandemic 
 

– Notable ratings actions include: 
 Chevron Phillips Chemical Co. LLC Upgraded To 'A-' From 'BBB+' 
 Equinor ASA Outlook Revised To Stable From Negative; 'AA-' Rating 

Affirmed 
 Boston Scientific Corp. Ratings Raised To 'BBB' From 'BBB-'; Short-Term 

Rating Raised To 'A-2'; Outlook Stable 
 CDW Corp. Upgraded To 'BBB-' On Solid Execution And Financial Policy, 

Outlook Stable; Unsecured Debt Ratings Raised 
 The GEO Group Inc. Downgraded To 'CCC+' From 'B' On Increased 

Distressed Exchange Risk; Debt Ratings Also Lowered 

Banks and financial institutions  

We took several positive rating actions over the past week.  
– In LATAM, we raised our rating on Banco Pan S.A (BB-/Stable/B) following its 

acquisition by Banco BTG Pactual S.A. The acquisition underscores our 
understanding of the expanding importance of Banco Pan to BTG Pactual. The 
subsidiary makes up a large part of the parent's ongoing strategy, and 
complements BTG's current wholesale and investment banking businesses, 
offering lending and digital banking facilities for the lower-income retail segment. 

– In EMEA, we revised the outlook on Slovenia-based Nova Ljubljanska Banka’s 
rating to stable from negative. Economic conditions remain difficult, but the bank 
continues demonstrating resilient business and earnings performance in its core 
markets. We have therefore revised our outlook to stable from negative and 
affirmed the 'BBB-/A-3' ratings. 

– In APAC, we revised the outlook on Japan-based Shinsei Bank to positive from 
stable. There is a more than one-in-three chance that we will upgrade Shinsei 
Bank by revising up our stand-alone credit profile on the bank because we have 
come to believe it has stronger resilience to economic and market volatility. 

– In North America, we revised the rating outlook on asset manager Newmark 
Group Inc. to stable from negative on expected decline in leverage; we also 
upgraded financial company Greystar Real Estate Partners LLC. Greystar has 
maintained strong operating performance despite challenging economic 
conditions due to COVID-19. As a result, we raised our issuer credit and issue 
ratings on the company to 'BB-'. 

 

Sovereign 

– Bahrain Outlook Revised To Negative On Persistent Fiscal And External Pressure; 
'B+/B' Ratings Affirmed 

– Philippines 'BBB+/A-2' Ratings Affirmed; Outlook Stable 
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Structured finance  

– ESG and Structured Finance: Listen to a recent podcast, "Take Notes: How 
Structured Finance Sectors are Exposed to ESG Credit Factors" released on May 
27 

– ESG and U.S. CLO: We recently published a "SF Credit Brief: The Impact Of ESG-
Prohibited Industries in U.S. CLOs" on May 25. Environmental, social, and 
governance (ESG) credit factors have become an increasingly prominent topic of 
discussion across the collateralized loan obligation (CLO) and leveraged loan 
markets. To date, most U.S. CLOs that have sought to incorporate ESG factors 
have done it through the addition of provisions in their transaction documents 
(usually within the "collateral obligation" definition in the CLO indenture). These 
provisions restrict CLO managers from investing in assets from companies in 
industries that are viewed as not ESG-friendly. This negative selection approach 
has been common in European CLOs for several years and is now becoming more 
prevalent in U.S. transactions. However, S&P Global Ratings believe the impact 
thus far has been negligible. 

– U.S. Leveraged Finance & CLOs:  Listen to a recent podcast, "Leveraged Finance 
& CLOs Uncovered: The Upgrade Episode 12 - Is the Distressed Strategy of 
Offering Creditors Less than the Original Promise Effective?" released on May 25.   

– U.S. CLO: We recently published a "SF Credit Brief: CLO Insights 2021 U.S. BSL 
Index: Continued Improvement in April" on May 25. Here is a graphic from that 
commentary.   

 U.S. broadly syndicated loan (BSL) CLOs saw another month of modest 
improvement in April, with a limited number of corporate loan issuers seeing 
changes to their ratings and/or rating outlooks. Among these were seven obligors 
that saw ratings raised out of the 'CCC' range--a positive development for CLO 
performance metrics. Many of these issuers are operating in industries that were 
particularly hard hit by the pandemic and related social distancing measures, but 
which are now seeing some improved prospects.   

– China Auto ABS and RMBS:  Here are a couple key takeaways from a recent 
commentary: We expect the performance of our rated auto ABS and RMBS to 
remain largely stable in the next few months.  The steady auto ABS delinquency 
ratio was underpinned by favorable pool attributes.  The upward trend in the 
delinquency ratio of our rated RMBS partly reflects time needed to work out 
severe delinquent loans while underlying pools continued to pay down. 

 
 
 
 
 
 

– See “China Auto ABS and RMBS Tracker: April 2021” published on May 27, 2021.  
This is a monthly report that tracks the performance of the China auto ABS and 
RMBS rated by S&P Global Ratings. 

– U.S. Auto ABS: Here are a couple key takeaways from a recent commentary: 
Federal aid, high used vehicle values, and the economic recovery drove collateral 

https://www.spglobal.com/ratings/en/research-insights/podcasts/2021-05-27-take-notes-how-structured-finance-sectors-are-exposed-to-esg-credit-factors
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https://www.spglobal.com/ratings/en/research/articles/210525-sf-credit-brief-the-impact-of-esg-prohibited-industries-in-u-s-clos-11971751
https://www.spglobal.com/ratings/en/research/articles/210525-sf-credit-brief-the-impact-of-esg-prohibited-industries-in-u-s-clos-11971751
https://www.spglobal.com/ratings/en/research-insights/podcasts/2021-05-25-the-upgrade-episode-12-is-the-distressed-strategy-of-offering-creditors-less-than-the-original-promise-effective
https://www.spglobal.com/ratings/en/research-insights/podcasts/2021-05-25-the-upgrade-episode-12-is-the-distressed-strategy-of-offering-creditors-less-than-the-original-promise-effective
https://www.spglobal.com/ratings/en/research-insights/podcasts/2021-05-25-the-upgrade-episode-12-is-the-distressed-strategy-of-offering-creditors-less-than-the-original-promise-effective
https://www.spglobal.com/ratings/en/research/articles/210525-sf-credit-brief-clo-insights-2021-u-s-bsl-index-continued-improvement-in-april-11972397
https://www.spglobal.com/ratings/en/research/articles/210525-sf-credit-brief-clo-insights-2021-u-s-bsl-index-continued-improvement-in-april-11972397
https://www.spglobal.com/ratings/en/research/pdf-articles/easset_upload_file29523_2036152_e.pdf
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losses on U.S. auto loan asset backed securities to record low levels in March.  
High demand and constricted supply of new vehicles resulted in soaring recovery 
rates.  Extensions in March 2021 decreased for a third consecutive month and, on 
an aggregate basis, have declined to pre-pandemic levels.  Prime loans 
securitized during the first quarter of 2021 appeared slightly weaker than those 
in 2020 and 2019, while subprime loans appeared slightly stronger.  See “U.S. 
Auto Loan ABS Tracker: March 2021 Performance” published on May 24. 

– U.K. Pub Securitizations: Here are a couple key takeaways from a recent 
commentary: Following a third national lockdown in England, the U.K. 
government has permitted the reopening of pubs from April 12, for outdoor 
service and May 17 for indoor service. The period of maximum liquidity stress may 
be behind us and we expect the pub sector will recover to near-2019 levels by 
2023.  Over the next 12 to 24 months, we expect the pub sector's earnings 
visibility to remain low as the sector grapples with several issues, with full-year 
revenue recovering to 2019 levels only by 2022. Our break-even analysis points to 
ratings stability in the face of positive developments that reduce the likelihood of 
future nationwide lockdowns in England and put the U.K. government in a 
position to take further non-regressive steps toward easing restrictions over the 
coming months.  See “Period of Maximum Liquidity Stress May Have Passed for 
U.K. Pub Corporate Securitizations” on May 24. 

• Australia RMBS:  The Standard & Poor's Performance Index (SPIN) for Australian 
prime mortgages, excluding noncapital market issuance, fell to 0.94% in March 
from 0.98% a month earlier.  While arrears have started to increase in some 
transactions since the expiration of mortgage-deferral arrangements, COVID-19's 
overall effect on delinquencies has been relatively modest to date. Low interest 
rates and competitive lending have been an effective antidote to COVID-19's 
disruption to business activity. The resilience of the household balance sheets, 
bolstered by government stimulus measures and cheap debt, has enabled many 
households to build up repayment buffers and keep arrears low.  See “Australian 
Prime Home Loan Arrears Fell in March, Report Says” published May 25 in order 
to access "RMBS Arrears Statistics: Australia" that provides a comprehensive 
analysis of arrears statistics on loans underlying Australian RMBS. 

 
 

 

https://www.spglobal.com/ratings/en/research/articles/210524-u-s-auto-loan-abs-tracker-march-2021-performance-11972292
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https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=48292599&From=SNP_CRS
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