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Key Takeaways 
– China Evergrande’s default potential continues to unsettle markets. 
– We look at credit implications from the emerging digital ecosystem. 
– The rise in selective defaults may be contributing to heightened risk appetite. 

Key developments 
The wider ramifications of a potential China Evergrande (CC/Negative/--) default 
continue to unsettle financial markets. The situation remains fast-moving, but the 
company’s claim that an upcoming domestic debt payment had “already been resolved 
through off-exchange negotiations” eased tensions. The broader credit risks and 
implications are discussed in “Credit FAQ: Evergrande Default Contagion Risk--Ripple Or 
Wave?” (Sept. 20). The stakes are high given that the property sector is one of the largest 
contributors to China's economy and is entwined with issues of housing, employment, 
middle-class wealth, and the health of other related industries. 

Bitcoin, blockchain, and non-fungible tokens are all examples of a wave of digital 
innovation that have entered the broader consciousness and are disrupting traditional 
forms of transactions and asset ownership. In “Digitalization Of Markets: Framing The 
Emerging Ecosystem”, S&P Global Ratings analysts consider a broad range of emerging 
digital technologies, what they are, how they function, and what are the possible credit 
implications. In a similar vein, “Customer Experience Focus Can Improve Equity And 
Credit Performance” suggests that customer-focused digitalization benefits financial 
performance. The top 22% of digital customer experience leaders have 2.7x higher 
average equity returns than their digitally delayed peers. 

Selective defaults have become more popular in the U.S. and Europe since the global 
financial crisis. These are defaults where we assess the obligor has selectively defaulted 
on a specific issue or class of obligations but will continue to meet its payments on others 
in a timely manner. Many are distressed exchanges that, in the U.S., typically see much 
higher ultimate discounted recovery rates than bankruptcies. The growing percentage of 
distressed exchanges to total defaults has led to lower aggregate economic losses from 
default over time. In addition to persistently low interest rates, if aggregate losses from 
default are falling, this could be contributing to increased risk appetite among investors 
in recent years.  

Nearly 75% of U.S. and Canada 'CCC' rating actions so far this year have been 
upgrades—the highest among speculative-grades ratings categories. Media and 
entertainment lead with the greatest number of upgrades in the last month and continue 
to hold the highest upgrade potential. Reflecting still favorable financing conditions, 
North American 'CCC' issuance has already exceeded last year’s final tally. 

A heightened focus on CO2 emissions is stoking interest in the carbon markets. Carbon 
prices markets have generally surged because of the combination of stricter climate 
policies and economic recovery, which has tightened the supply, and demand for carbon 
emission allowances. See here for more.   
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Credit Market Update 
Ratings Trends 

Chart 1 

Upgrades Remain Strong Despite An Uptick In Downgrades 

 
Source: S&P Global Ratings. Data as of September 20, 2021. 
 

Table 1 

Recent Rating Actions 

Date Action Issuer Industry Country To From Debt vol 
(mil. $) 

Sep-21 Downgrade China Evergrande Group 
Homebuilders/Real 
Estate Co. Cayman Islands CC CCC 16,260 

Sep-21 Upgrade The Chemours Company 
Chemicals, Packaging & 
Environmental Services U.S. BB- B+ 5,910 

Sep-21 Upgrade A.P. Moller - Maersk A/S Transportation Denmark BBB+ BBB 3,884 

Sep-21 Downgrade Element Materials Technology Ltd. Consumer Products United Kingdom B- B 3,178 

Sep-21 Upgrade Vericast Corp. Media & Entertainment U.S. CCC+ CCC 2,832 

Sep-21 Upgrade Helvetia Schweizerische Versicherungsgesellschaft AG Insurance Switzerland A+ A 2,409 

Sep-21 Upgrade Hexion Inc. 
Chemicals, Packaging & 
Environmental Services U.S. B B- 1,677 

Sep-21 Downgrade Riverbed Parent, Inc. High Technology U.S. CCC CCC+ 1,672 

Sep-21 Upgrade Maravai Topco Holdings, LLC Health Care U.S. B+ B 780 

Sep-21 Upgrade Halyk Savings Bank of Kazakhstan Bank Kazakhstan BB+ BB 750 

Source: S&P Global Ratings  

– As positive rating actions continue to outweigh negative actions so far in 
September, positive bias for nonfinancial corporates increased this week to 9% 
from 8%. 

– China-based property development invest holding company China Evergrande 
Group was downgraded this week to ‘CC’ from ‘CCC’ on depleted liquidity. 

– The 2021 corporate default tally remained at 59 after there have been no 
defaults since Aug. 13. So far, the third quarter has seen the fewest number of 
defaults (12) since the first quarter of 2014. 
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Chart 2 
 

Non-Financial Corporates’ Positive Bias Continues To Rise 

 
Source: S&P Global Ratings. Data as of September 20, 2021. 

 

Chart 3 

Media And Entertainment’s Net Negative Bias Improved The Most This Week—
Shrinking To 16% 

 
Source: S&P Global Ratings. Data as of September 20, 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. September 20, 2021. 

Chart 5 

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

 
Source: S&P Global Ratings. Data as of September 20, 2021. 

– Debt issuance. Speculative-grade year-to-date issuance volumes increased this 
week but still below 2020 levels.   

– U.S. secondary market spreads continued to widen slightly over the last week by 
6 bps to 338 bps but remain historical tight. 
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Debt Capital Markets 

Chart 6 

Financial And Nonfinancial New Bond Issuance 

 
Source: S&P Global Ratings. Data as of September 20, 2021. 
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Asset Class Trends 
Corporates  

– Notable publications include: 
 Emerging Markets Monthly Highlights: Growth Is Resilient To The 

Pandemic, Inflationary Pressures Could Linger 
 Credit Trends: The Economic Impact Of Default Is Falling As Selective 

Defaults Rise 
 Default, Transition, and Recovery: Third Quarter Corporate Default Tally 

At Lowest Level Since 2014 
 Credit Trends: Risky Credits: Upgrade Potential Is Highest Among U.S. 

Media And Entertainment 'CCC' Issuers 
 The Energy Transition And What It Means For European Power Prices And 

Producers: September 2021 Update 
 A Modest Shift In Retail Spending Amid Variant Uncertainty Doesn't Dim 

Outlook On Retail And Restaurant Ratings 
 Keeping The Lights On: U.S. Utilities’ Exposure To Physical Climate Risks 
 Credit FAQ: Evergrande Default Contagion Risk--Ripple Or Wave? 

– Notable ratings actions include: 
 Evergrande And Subsidiaries Downgraded To 'CC' On Depleted Liquidity; 

Outlook Negative 
 Central China Real Estate Outlook Revised To Negative On Tough 

Operating Conditions; Ratings Affirmed At 'B+' 
 Atos Cut To 'BBB-' On Operational Challenges, Leading To Lower 

Financial Flexibility, Rising Leverage; Outlook Stable 
 United States Steel Corp. Upgraded To 'B' On Debt Reduction And 

Windfall Cash Flow; Outlook Positive 
 

Banks and financial institutions  

– In North America, we took several rating actions on non-bank financial sector. 
Asset manager Vida Capital Inc. earnings declined in 2020 due to lower income 
from service fees and realized performance fees. We expect limited earnings 
growth in 2021 due to write-downs in the company's largest fund in late 2020. We 
lowered our issuer credit and issue ratings on Vida to 'B-' from 'B'. The outlook 
remains negative. U.S. Finance company, Prospect Capital Corp. (PSEC) has 
maintained relatively low leverage, and its asset quality has stabilized, in our view. 
We revised our outlook on PSEC to stable from negative and affirmed our 'BBB-' 
issuer and senior unsecured issue-level credit ratings. 

– In EMEA, we believe that the impact of the long-lasting correction phase for 
Kazakh banks has moderated, with banks benefitting from economic recovery. 
Banks have made significant progress in reducing the stock of legacy problem 
loans, though there are still downside risks related to potential accumulation of 
new problem assets. Therefore, we have raised the ratings on Halyk Bank to 
'BB+/B' and SB Alfa-Bank to 'BB/B', based on their demonstrated resilience to 
difficult operating conditions, as well as their strong performance. The outlooks 
are stable. We have affirmed the ratings on ForteBank at 'B+/B' and revised the 
outlook to positive from stable. 

– In LATAM, Banco de Bogota S.A. y Subsidiarias (BBogota; BB+/Stable/B) 
announced its intention to submit a request to spin off 75% of its ownership of 
BAC International Bank Inc (BIB). We're placing our 'BB+' long-term and 'B' short-
term issuer credit rating on BIB on CreditWatch with positive implications. The 
CreditWatch placement is based on the likelihood that BIB will no longer be a 
subsidiary of BBogota, and the rating on it will no longer limit that on BIB. We will 
resolve the CreditWatch listing once all regulatory approvals, and legal and 
operational processes are finalized. 
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– In a published report, S&P Global Ratings examines the complex and rapidly 
emerging ecosystem surrounding the digitalization of markets, how far it may 
disrupt traditional financial markets, and the potential credit implications. The 
report, "Digitalization Of Markets: Framing The Emerging Ecosystem" is published 
on our website. The report provides a high-level framework for understanding the 
evolving digital landscape and ecosystem, including catalysts and obstacles for its 
advancement and credit implications. It includes a compilation of short reports on 
various key aspects of the technology, tokens, and structure of the digitalization of 
markets. 

Sovereign 

– Botswana 'BBB+/A-2' Ratings Affirmed; Outlook Revised To Stable From Negative 
On Strong Diamond Sector Recovery 

– Croatia 'BBB-/A-3' Ratings Affirmed; Outlook Stable 
– Belarus Ratings Affirmed At 'B/B'; Outlook Remains Negative 

Structured finance  

– U.S. Structured Finance – U.S. Consumers: We recently published a chart book 
titled: "U.S. Structured Finance Snapshot: The Health of U.S. Consumers" on 
September 13, 2021.  This chart book provides a snapshot of the health of the U.S. 
consumers, including current macroeconomic conditions, perspectives on 
consumer leverage, the U.S. housing market, and rating trends in consumer ABS, 
RMBS and non-agency multifamily CMBS. 

– Structured Finance - Distributed Ledger Technology: We recently published a 
commentary titled: "Distributed Ledger Technology Prepares to Takeoff" on Sept. 
13. Despite limited real-life use cases to date, the application of distributed ledger 
technology (DLT) in securitization will likely increase in the future given the 
potential cost savings and operational efficiencies it could bring to the 
securitization process. 

– U.S. CMBS: Here are a couple "Key Takeaways" from a recent commentary: U.S. 
CMBS overall delinquency rate decreased 39 basis points (bps) month-over-
month to 4.7% in August. Seriously delinquent loans (60-plus-days delinquent) 
remained high at 88.5% of delinquencies. By balance, delinquency rates 
decreased for multifamily (161 bps), lodging (80 bps), and retail (21 bps), while 
industrial and office increased 1 bps each.  The decrease in Multifamily 
delinquency rate is mainly due to One Parkmerced which was reported delinquent 
in July due to an administrative reporting error.  See "SF Credit Brief: U.S. CMBS 
Delinquency Rate Fell To 4.7% In August" published on Sept. 13. 

– U.S. CLO and Leveraged Finance:  We recently published a "SF Credit Brief: CLO 
Insights 2021 U.S. BSL Index: Downgrade of Widely Held Issuer Leads to Uptick In 
'CCC' Buckets; Recovery Ratings Weigh on Some CLOs Despite Credit Metrics 
Improving" on Sept. 13, 2021. Here is a graphic from that commentary: 

In addition, we also published the "U.S. and Canada Summary Report - Leveraged 
Finance" on Sept. 14. 

– European CLO:  We recently published a "Weekly European CLO Update".  In 
response to investors' growing interest following the coronavirus pandemic and 
ongoing credit effects on companies and European CLOs, we are publishing a 
regularly updated list of rating actions we have taken globally on nonfinancial 
corporations that have had an effect on European CLOs, and a summary of how 
European CLOs have been affected with key benchmarks. 

– U.S. Auto ABS: Here are a couple "Key Takeaways" from a recent commentary: 
Losses rose in July relative to June but remained at record low levels for July. The 
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same held true for prime delinquencies, while subprime late payments were at 
their lowest July levels since 2012.  Recovery rates, while down slightly from the 
prior month, remain elevated and are likely to remain very strong through the end 
of the year.  Subprime extension rates rose for the third consecutive month.  In 
August, we reviewed 20 U.S. auto ABS transactions and lowered our expected 
cumulative net loss on all deals due to better-than-expected performance and our 
reassessment of the applicability of our COVID-19 loss adjustment on a deal-by-
deal basis.  See "U.S. Auto Loan ABS Tracker: July 2021 Performance" published 
on Sept. 15. 

– Latin America Structured Finance: Here are a couple "Key Takeaways" from a 
recent commentary in this sector: Ratings performance has been stable over the 
past six months, as evidenced by the sharp drop in negative rating actions versus 
the first half of 2021. This reflects that collateral performance has improved along 
with the economic recovery in the region. Latin American structured finance new 
issuance exceeded our expectations with $10 billion in volume during the first half 
–roughly double last year's first-half total. This growth mirrored the improvement 
in the region's macroeconomic expectations. See "Latin America Structured 
Finance Surveillance Chart Book" published Sept. 16.   
 

 

This report does not constitute a rating action 
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