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This report does not constitute a rating action 

European energy markets remain volatile. The EU is considering actions to address the crisis, 
including decoupling gas and other power prices, and price caps. Mandatory demand-curbing 
measures, including on power, are also on the table. U.K. policy proposals aim to curb energy 
costs for households and businesses by capping the per-unit cost. Further reform could come 
while incentivizing oil and gas production, possibly even fracking. We believe the success of these 
actions across Europe will ultimately depend on how swiftly they are implemented and how they 
work together. While government financing of measures appears feasible, the implementation 
will be complex in the very fragmented European power markets and take time, raising further 
pressure on affordability and demand destruction. 

What Europe's Energy Redesign Might Mean For Its Power And Gas Markets 

Global office real estate remains in post-pandemic flux with a new equilibrium yet to emerge 
given moves to a hybrid work model. Landlords are contending with higher vacancy rates, lower 
rent, and lower values in the next few years. Growing recession risk adds to the downside risk. 
Overall, office space usage could settle at 15%-20% below pre-pandemic levels in the longer 
term. S&P Global Ratings expects negative rating bias to increase for rated office REITs, and the 
credit implications to unfold over next two years given the long-term nature of leases and the 
diversity of tenants and assets.  

Property In Transition: Slowing Economies And Shrinking Demand Pressure The Credit Outlook 
For Office Landlords 

Real Estate: Expected impact from trends in the next 12 months 

 

The Russia-Ukraine War is reshaping the fertilizer industry. Phosphate, urea, and potash prices 
have climbed about 190%, 170%, and 280%, respectively, in the past two years, driven to 

Key Takeaways 
• European energy markets remain volatile, prompting government interventions. 

• Global office real estate has yet to find a new equilibrium. 

• The Russia-Ukraine war is reshaping the fertilizer industry. 
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historical and unsustainable highs by supply disruptions post the COVID pandemic, and 
exacerbated by the Russia-Ukraine war and Chinese export restrictions. This is boosting fertilizer 
companies' profits and credit quality for now but has also destroyed demand from farmers 
unable to afford fertilizers and, in turn, increased food insecurity worldwide. It also highlights the 
need to reduce dependence on Russia, the world's largest fertilizer exporter. Even so, investment 
required to end dependence on Russian and Belarussian fertilizers is being hampered by high 
inflation, supply shortages, and--in the case of nitrogen fertilizers--uncertainties over the shape 
of further regulation to decarbonize the industry. 

 

The Russia-Ukraine War Is Reshaping The Fertilizer Industry 

Inflationary and natural gas supply headwinds challenge global chemicals sector stability. Our 
ratings for most global chemical companies are stable, benefitting from record operating 
performance in 2021, and in some instances in the first half of this year, allowing for some 
deleveraging that has provided rating headroom. However, there is growing negative bias for 
companies sensitive to inflation and natural gas shortages. In a recession, some cyclical 
subsectors, such as petrochemicals, could face margin pressure from demand destruction and 
meaningful supply additions. An extended period of weakness could reduce existing credit metric 
cushions, with financial policy an increasingly important credit factor for global chemical issuers. 

Inflationary And Natural Gas Supply Headwinds Challenge Global Chemicals Sector Stability 

Unlike Europe, the U.S. doesn't have an energy problem, it has an energy security problem, 
which some would call an energy infrastructure problem. We think the recently passed Inflation 
Reduction Act (Act) has provisions that will intensify tailwinds for wind and solar growth with a 10-
plus-year tax credit extension. Importantly, we think it has the potential to address issues such 
as firming up renewable generation to make it more reliable through green hydrogen and battery 
storage and bringing associated manufacturing onshore. Simultaneously, the legislation provides 
a floor price protection for existing nuclear generation, and avenues for natural gas-fired 
generation to be the bridge fuel. 

Inflation Reduction Act Update: Between Cheap, Firm, And Clean Power--Pick Any Two 
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Asset Class Highlights 

Corporates  
Notable publications include: 

• Credit Trends: Regional Refinancing: Rising Interest Rates And Strengthening Dollar Present 
Headwinds 

• U.S. Transportation Infrastructure Transit Sector Update And Medians: Long-Term Funding 
Decisions Loom For Many Mass Transit Operators 

• Inflationary And Natural Gas Supply Headwinds Challenge Global Chemicals Sector Stability 

• What Europe's Energy Redesign Might Mean For Its Power And Gas Markets 

• China's Thermal Coal Miners: Credit Outlook Hinges On Government Policies, Energy 
Transition 

• The Russia-Ukraine War Is Reshaping The Fertilizer Industry 

• Property In Transition: Slowing Economies And Shrinking Demand Pressure The Credit 
Outlook For Office Landlords 

Financial Institutions 
• We lowered our long-term rating on Mexico-based nonbank financial institution (NBFI), 

Mexarrend, to 'CCC+' from 'B-'. In our opinion, Mexican NBFIs will confront a grimmer 
economic outlook in the next 12 months. In addition to the NBFIs' already restricted access 
to international debt markets, we now believe Mexarrend could also struggle accessing 
funding in the domestic capital market. In this sense, Mexarrend was unable to refinance its 
most recent short-term market debt maturity in the Mexican local market (Cebures) last 
week for MXN110 million. The ratings remain on CreditWatch with negative implications.  

• In Europe, we have raised our long-term issuer credit rating on Bank of Cyprus Public Co. Ltd. 
(BoC) to 'BB-' from 'B+'. The outlook is stable. Despite the negative effects of the Russia-
Ukraine conflict, we expect that Cyprus' growth prospects and creditworthiness should 
remain resilient. Also, Cypriot banks have made substantial progress in the clean-up of 
problematic loans since 2018 and improved underwriting standards. 

• We’ve published a report on commercial real estate (CRE) exposure for financial institutions 
in the U.S; See: U.S. Financial Institutions CRE Asset Quality Is Resilient: Long-Term Risks 
Remain. Banks are likely to maintain their capital positions even if pockets of commercial 
real estate (CRE), office, in particular, were to have additional stress. Nonbank lenders 
specializing in CRE tend to have significantly higher exposure to office loans and are 
expected to face challenges as leases mature and tenants reduce space. 

Sovereign 
• Portugal Upgraded To 'BBB+' On Solid Fiscal And Growth Outcomes, Anchored By EU Inflows; 

Outlook Stable 
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Chart 1 

Global Rating Action In 2022 YTD 

   
Source: S&P Global Ratings. Net negative rating actions means downgrades minus upgrades. Net cumulative means total net 
negative rating action. Data as of Sept. 9, 2022. 

Table 1 

Recent Rating Actions 

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

8-Sep Upgrade Balboa Intermediate 
Holdings LLC High Technology U.S. B B- 12,495 

8-Sep Downgrade Qurate Retail Inc., Retail/Restaurants U.S. B+ BB- 7,602 

7-Sep Downgrade CIFI Holdings (Group) Co. 
Ltd. 

Homebuilders/Real Estate 
Co. Cayman Islands BB- BB 4,314 

6-Sep Upgrade O-I Glass Inc., Chemicals, Packaging & 
Environmental Services U.S. BB- B+ 3,604 

9-Sep Downgrade Scotts Miracle-Gro Co. 
(The) Consumer Products U.S. BB- BB 1,350 

8-Sep Upgrade Colgate Energy Partners 
III, LLC Oil & Gas U.S. B+ B 1,000 

8-Sep Upgrade Centennial Resource 
Development Inc., Oil & Gas U.S. B+ B 900 

8-Sep Upgrade Barry Callebaut AG Consumer Products Switzerland BBB BBB- 846 

9-Sep Upgrade CPI International Inc. Aerospace & Defense U.S. B B- 751 

6-Sep Upgrade Bank of Cyprus Public Co. 
Ltd. Bank Cyprus BB- B+ 602 

Source: S&P Global Ratings. Data as of Sept. 9, 2022. U.S. means United States and U.A.E. means United Arab Emirates. NBFI 
- NonBank Financial Institutions (ex. Insurance). 

For further credit market insights, please see our This Week In Credit newsletter.  
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