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Key Takeaways 
– Green-transition policies are often economically beneficial, but intensified climate measures 

may need tax changes that could generate negative economic shocks.  
– We think there are structural shifts behind the “Great Resignation” in the U.S. 
– Technology sector supply chain constraints will ease slightly next year but remain tight. 
– Europe’s share of ‘CCC’ and below issuers exceeds North America’s for the first time. 

Key developments 
With the 26th United Nations Climate Change Conference (COP26) ending, the issue of 
what measures are taken to tackle climate change and how they'll affect the economy 
and credit risks remain at the fore. Green-transition policies in the EU, U.S., and China so 
far mostly rely on public spending, private-sector initiatives, and some environmental 
regulations to achieve their 2030 environmental goals. Taken together, these will likely 
enhance growth thanks to high fiscal multipliers, although they may pose distributional 
challenges within countries, as resources are reallocated across sectors. Current 
measures won't likely avert warming in excess of 2°C, so countries may need more 
aggressive environmental policies, such as raising the price of carbon to High-Level 
Commission On Carbon Prices-recommended levels. These could hurt economies with 
low carbon prices and that rely on carbon-intensive energy sources, although the greater 
incentives for innovation may offer potential upsides, too. 

Green Spending Or Carbon Taxes (Or Both): How To Reach Climate Targets, And Grow Too, By 2030? 
Natural Capital Valuation: An Incentive To Protect Nature? 
A $1 Trillion Infrastructure Plan: Credit Perspectives For U.S. Investor-Owned Regulated Electric Utilities 
For U.S. Public Power And Electric Cooperatives, There Are Hurdles On The Path To Decarbonization 

The surge in Americans leaving jobs since April has been dubbed the “Great 
Resignation.” Whether or not this represents a passing adjustment or is more structural 
has become an important debate, particularly in the context of labor shortages and the 
outlook for wage costs. Approximately 5 million people in the U.S. are unemployed or have 
left the workforce since the pandemic began, and it’s difficult to predict whether their 
decision was short term or permanent. It has been suggested that extended federal 
unemployment benefits offered during the pandemic have kept workers on the sidelines. 
Our analysis indicates this isn’t the case. The reason workers aren't filling jobs seems to 
stem more from the decision to drop out of the workforce entirely, indicating a structural 
shift rather than a temporary change. 

Economic Research: Where Are The Workers? Three Explanations Point To An Answer 

Technology sector supply-chain constraints will ease slightly in 2022 but remain tight. 
U.S. tech supply-chain constraints will ease only slightly in the new year as capacity 
additions won't likely make a significant difference until late 2022. Inflation pressures are 
both transitory and structural. Demand currently outstrips supply of raw materials and 
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components, and freight and labor are constrained. But with stimulus fading, demand 
should ease. Nevertheless, semiconductor production is becoming structurally more 
capital-intensive because advanced manufacturing is increasingly complex, and we 
expect foundries to increase prices to cover larger investments. Rating actions this year 
have been significantly more positive than negative as we reversed actions resulting from 
COVID-19, and merger and acquisition (M&A)-related downgrades were largely avoided 
because many deals have had substantial equity components. We expect rating actions 
to be more balanced going forward. Many markets may be nearing cyclical peaks, and we 
will likely be more cautious about debt-funded acquisitions given high valuations and a 
decelerating growth outlook.   

U.S. Tech Supply Constraints Bite Harder Than Expected, But Customer Appetite Is Still Strong 

The percentage of 'CCC' and below issuers as a share of the total speculative-grade 
population in Europe is now higher than in North America for the first time.  Europe's 
recovery continues to lag the U.S. and Canada, as companies with high debt burdens and 
that can't generate free operating cash flow struggle to improve credit quality despite 
accommodative capital markets, more vaccinations, and the end of COVID-related 
restrictions. The number of upgrades in Europe has slowed in the third quarter compared 
to the second quarter, contributing to the overall slowdown in recovery. The percentage of 
'CCC' and below rated issuers in North America has fallen to 10% of the total rated 
universe, from a peak of 18% in May 2020, while Europe has seen a negligible 
improvement, to 11% from 12%.  

Risky Credits: The Percentage Of Issuers Rated 'CCC' And Below In Europe Is Above North America For The 
First Time 
Gap Between Potential Downgrades And Potential Upgrades Is At The Lowest Level Since February 2019 
U.S. Public Finance Saw Upgrades Almost Double In The Third Quarter 

Cyber-attacks on utilities have increased substantially year over year. While most U.S. 
attacks have originated domestically, globally utilities have been the target of nation 
states or rogue actors seeking to disrupt operations through phishing and other 
techniques. Given that water and sewer services are critical to health and safety as well 
as the economy, the sector is particularly attractive to bad actors, and cyber-attacks 
could be devastating if not properly managed. S&P Global Ratings evaluates cyber 
security risks at U.S. utilities in our Operational and Management Assessment and as a 
component of environmental, social, and governance risks. Many U.S. utilities have 
historically prioritized physical assets over their data-related systems, but resources will 
need to be allocated to fully mitigate cyber risk.  

Cyber Risk In A New Era: U.S. Utilities Are Cyber Targets And Need To Plan Accordingly 

  

https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?&DocumentId=49835279&From=SNP_RE
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Credit Market Update 
Ratings Trends 

Chart 1 

Upgrades Reach Highest Weekly Levels Since April 

 
Source: S&P Global Ratings. Data as of Nov. 9, 2021. 
 

Table 1 

Recent Rating Actions 

Date Action Issuer Industry Country To From 
Debt vol 

(mil. $) 
4-Nov Upgrade La Poste Bank France A+ A 33,523 

5-Nov Upgrade Cleveland-Cliffs Inc. Metals, mining, and steel U.S. B+ B 4,542 

3-Nov Downgrade Hyatt Hotels Corp. Media and entertainment U.S. BB+ BBB- 2,700 

2-Nov Upgrade Vine Energy Inc. 
Oil and gas exploration and 
production U.S. BB- B- 1,100 

5-Nov Upgrade Kontoor Brands Inc. Consumer products U.S. BB BB- 1,050 

2-Nov Upgrade Chesapeake Energy Corp. 
Oil and gas exploration and 
production U.S. BB- B+ 1,000 

4-Nov Upgrade S&S Holdings LLC Consumer products U.S. B B- 950 

4-Nov Downgrade Ruby Pipeline LLC Utility U.S. CC CCC 825 

4-Nov Upgrade Hoya Midco LLC Media and entertainment U.S. B B- 640 

4-Nov Upgrade Banque Cantonale de Geneve Bank Switzerland AA- A+ 366 

Source: S&P Global Ratings  

– Upgrades outpaced downgrades again this week, led by banks, consumer products, 
and oil and gas exploration and production with two upgrades each. 

– Hyatt Hotels Corp. became a fallen angel this week after we downgraded it to ‘BB+’ 
from 'BBB-'. While Hyatt has a plausible and publicly stated goal to reduce leverage, 
the acquisition of Apple Leisure Group introduces near-term risks and causes our 
measure of pro forma net leverage to be above our 3.75x downgrade threshold at the 
'BBB-' rating through 2022. 

– The 2021 global corporate default tally increased to 64 after the default of Texas-
based business process automation company Exela Technologies Inc. while defaults 
in both the U.S. and Europe have slowed so far in 2021, the U.S. has demonstrated a 
starker recovery as defaults have contracted by 73% from this point in 2020. 
Meanwhile defaults in Europe have contracted by 64% during the same period. 
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Chart 2 

Bias Stabilizes This Week Across Asset Classes 

 
Source: S&P Global Ratings. Data as of Nov. 9, 2021. 

 

Chart 3 

Transportation Net Negative Bias Drops To Just 10% As Sector Continues To Stabilize   

 
Source: S&P Global Ratings. Data as of Nov. 9, 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. Nov. 9, 2021. 

Chart 5 

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

 
Source: S&P Global Ratings. Data as of Nov. 9, 2021. 

– Debt issuance. Global issuance remained strong in October, driven by U.S. 
investment-grade markets.   

– Secondary market spreads remain extremely tight across the rating spectrum.   
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Debt Capital Markets 

Chart 6 

Financial And Nonfinancial New Bond Issuance 

 
Source: S&P Global Ratings. Data as of Nov. 9, 2021. 

– Global. Issuance so far this year continues to just lag 2020 by a marginal amount. 
– Asia.  Primary market activity was muted, with high yield spreads spiking back up to 

new 2021 highs. Chinese state-owned enterprises accounted for a major chunk of the 
issuance this week. 

– Europe. Improving borrowing conditions paved the way for high-beta issuance last 
week, reflected in greater issuance volumes. Bankers expect a flurry of supply before 
the market shuts down in December. 

– U.S. Borrowers will likely continue to pull forward issuance given fluctuations in the 
rates market. Meanwhile, investors are showing more caution with riskier credits 
visiting the speculative-grade primary market. 
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Asset Class Trends 
Corporates  

– Notable publications include: 
 Credit Trends: Can China Escape Its Corporate Debt Trap? 
 Credit Trends: Gap Between Potential Downgrades And Potential 

Upgrades Is At The Lowest Level Since February 2019 
 Default, Transition, and Recovery: Exela Technologies Brings The 

Corporate Default Tally To 64 
 U.S. Tech Supply Constraints Bite Harder Than Expected, But Customer 

Appetite Is Still Strong 
 Credit Trends: The Percentage Of Issuers Rated 'CCC' And Below In 

Europe Is Above North America For The First Time 
– Notable ratings actions include: 

 Kraft Heinz Co. Outlook Revised To Positive From Stable On Continued 
High Demand; Rating Affirmed At 'BB+' 

 Casino Guichard-Perrachon Outlook Revised To Stable On Improved Debt 
Maturity Profile And Liquidity; 'B' Rating Affirmed 

 S.F. Holding Outlook Revised To Stable On Share Placement; 'A-' Rating 
Affirmed; Proposed Notes Rated 'A-' 

 Deutsche Lufthansa AG Outlook Revised To Stable On Recovery In Air 
Traffic 

 ChemChina Ratings Raised To 'A-'; Sinochem HK, SIC, And Bluestar 
Ratings Affirmed; Outlooks Stable 

 Shimao Group Downgraded To 'BB+' As Tough Business Conditions 
Hinder Deleveraging; Outlook Negative 

 Integrated Energy Company BP PLC Outlook Revised To Stable From 
Negative; 'A-/A-2' Ratings Affirmed 

Banks and financial institutions  

– We raised our long-term rating on Deutsche Bank to 'A-' from ‘BBB+’ reflecting our 
view that the bank’s disciplined execution of its transformation program is delivering a 
more focused and profitable business model. 

– In Switzerland, we upgraded Banque Cantonale de Geneve to 'AA-/A-1+'. Core 
profitability has improved gradually in recent years, and now reached a level more 
comparable with that of its direct peers. We continue to consider BCGE a government-
related entity that has a very high likelihood of receiving extraordinary financial 
support from the Canton of Geneva (Geneva; AA-/Stable/--) in case of need. 

– In France, we raised our long-term issuer credit rating on La Banque Postale (LBP) to 
'A+' from 'A'. We believe the wider La Poste group will benefit from increasingly 
favorable economic conditions and the full acquisition of CNP. CNP's credit quality is 
improving, thereby more than offsetting the cash outflow related to the deal. We 
downgraded LBP's hybrid debt because the acquisition will erode LBP's capital. 

– S&P Global Ratings believes that banks in EMEA will continue to recover from 
pandemic-related stress in 2021-2022. See EMEA Financial Institutions Monitor 
4Q2021: Rebounding Economies Bolster Banks’ Recovery. 

Sovereign 

– Qatar Ratings Affirmed At 'AA-/A-1+'; Outlook Stable 
– Belize Long-Term Foreign Currency Rating Raised To 'B-' From 'SD' On Completed 

Debt Exchange; Outlook Stable 
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Structured finance  

– Structured finance and LIBOR transition: Here are a couple key takeaways from a 
recent commentary: Compared to corporate and bank debt markets, structured 
finance markets are more sensitive to the LIBOR transition because they generally 
contain both assets and liabilities tied to this benchmark, not just liabilities, and 
generally require high investor approval levels to amend bond documents. Pound 
sterling and Japanese yen LIBOR cessations enter their final phase, ending on Dec. 31, 
with 96 structured finance transactions rated by S&P Global Ratings in Europe (mostly 
in the U.K.) and 19 in Japan tied to this benchmark. We estimate there are about 30 
transactions, mainly in the U.K., where LIBOR coupons have not been amended and 
transition plans have not been announced. The recently announced "synthetic LIBOR" 
may be the only realistic method for these securities to continue paying debt service. 
For pound sterling-linked securitizations, amending transactions this year has 
progressed more quickly on the liabilities than on the assets, with coupon rate 
changes incorporating the sterling overnight index average rate and some 
consideration of the Bank of England Base Rate in consumer assets. The U.S. market 
faces a major shift in 2022 as LIBOR will no longer be permitted in new bank lending. 
The collateralized loan obligation (CLO) market is the largest segment with LIBOR 
exposure and will face some basis risk as assets and liabilities transition to new rates 
at different times. The New York law passed in April appears helpful for student loan 
and legacy residential mortgage-backed securities (RMBS) sectors but less operative 
for the large CLO sector where fallbacks are tied to Alternative Reference Rates 
Committee recommendations or collateral manager rate selection. Federal legislation 
currently under consideration would likely benefit all sectors by providing clarity to 
Trust Indenture Act provisions on liability rate changes as well as consistency for 
LIBOR-linked assets under various state laws. S&P Global Ratings expects issuers 
with sterling and yen LIBOR exposure to communicate their interest rate transition 
plans as soon as possible so we are able to assess the likely impact, if any, that LIBOR 
cessation on Dec. 31 may have on its structured finance ratings.  See "European and 
Japanese Structured Finance Markets Approach LIBOR Cessation While U.S. Markets 
Prepare for a Major Shift" published Nov. 2. 

– U.S. structured finance: We recently published "U.S. Structured Finance Issuance 
Reached a $91 Billion YTD High In October; Rising 59% Year Over Year To $640 Billion" 
on Nov. 3, 2021. U.S. structured finance new issuance totaled $91 billion in October 
2021 across the industry's four major sectors: asset-backed securities (ABS), 
commercial mortgage-backed securities (CMBS), CLO, and RMBS. This marks the 
most active monthly period year to date. October's issuance brought these four 
sectors' 2021 total to $640 billion--a 59% increase from $402 billion a year earlier. 
Structured finance issuance through October has exceeded all annual volumes since 
the Great Recession. Further, two of the four major sectors (CLO and CMBS) have 
eclipsed our full-year forecasts, while the other two (ABS and RMBS) are likely to 
surpass their respective forecasts next month. All four sectors continue to build on 
their pace above last year's issuance, with CLOs continuing to lead the way with a 
101% year-over-year increase. 

– U.S. CLOs and leveraged finance:  We recently published a slide deck highlighting the 
key themes for the leveraged finance and CLO sectors in the third quarter: "U.S. CLO 
And Leveraged Finance Quarterly Key Themes: Q4 2021", published Nov. 3. 

– U.S. CMBS: Here are a couple key takeaways from a recent commentary: U.S. CMBS 
overall delinquency rate decreased 67 bps month-over-month to 3.7% in October. 
Seriously delinquent loans (60-plus-days delinquent) remained high at 93.1% of 
delinquencies. By balance, delinquency rates decreased for lodging (168 bps), retail 
(148 bps), industrial (14 bps), office (12 bps), and multifamily (8 bps). See "SF Credit 
Brief: U.S. CMBS Delinquency Rate Trend Continued with a 67 Bps Decline in October" 
published Nov. 5. 

– Danish covered bonds: Here are a couple key takeaways from a recent commentary: 
We expect the Danish economy to rebound in 2021. Strong mortgage market activity 
means higher issuance of DKK-denominated covered bonds and Danish covered bond 
issuers continue to indirectly benefit from eurozone monetary stimulus. Denmark 
transposed the EU harmonization directive into law ahead of the July 2021 deadline. 
The Danish covered bond framework required minimal adjustments to align with the 

https://www.spglobal.com/ratings/en/research/articles/211102-european-and-japanese-structured-finance-markets-approach-libor-cessation-while-u-s-markets-prepare-for-a-maj-12145296
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https://www.spglobal.com/ratings/en/research/articles/211102-european-and-japanese-structured-finance-markets-approach-libor-cessation-while-u-s-markets-prepare-for-a-maj-12145296
https://www.spglobal.com/ratings/en/research/articles/211103-sf-credit-brief-u-s-structured-finance-issuance-reached-a-91-billion-ytd-high-in-october-rising-59-year-ov-12174471
https://www.spglobal.com/ratings/en/research/articles/211103-sf-credit-brief-u-s-structured-finance-issuance-reached-a-91-billion-ytd-high-in-october-rising-59-year-ov-12174471
https://www.spglobal.com/ratings/en/research/pdf-articles/211103-u-s-clo-and-leveraged-finance-quarterly-key-themes-fourth-quarter-2021-100673013
https://www.spglobal.com/ratings/en/research/pdf-articles/211103-u-s-clo-and-leveraged-finance-quarterly-key-themes-fourth-quarter-2021-100673013
https://www.spglobal.com/ratings/en/research/articles/211105-sf-credit-brief-u-s-cmbs-delinquency-rate-trend-continued-with-a-67-bps-decline-in-october-12175944
https://www.spglobal.com/ratings/en/research/articles/211105-sf-credit-brief-u-s-cmbs-delinquency-rate-trend-continued-with-a-67-bps-decline-in-october-12175944
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new EU harmonization directive. Despite the COVID-19 headwinds, government 
employment support, interest-only mortgages, and high demand meant house price 
growth has been significant. We expect house prices to grow at a more moderate pace 
in 2022.  Imminent tax reforms cloud longer term forecasts.  See "Danish Covered 
Bond Market Insights 2021" published Nov. 2. 

– Canadian credit card ABS:  We recently published a "Canadian Credit Card Quality 
Index: Monthly Performance--September 2021" on Nov. 4.  The CCQI is a monthly 
performance index that aggregates performance information of securitized credit card 
receivables in the following key risk areas: receivables outstanding, yield, payment 
rate, charge-off rate, delinquencies, base rate, and excess spread rate. 
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