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This report does not constitute a rating action. 

This year's global corporate default tally rose to 53 as of Aug. 31, with 10 defaults, and the U.S. 
health care sector the largest contributor. The number of U.S.-based defaults have picked up 
with August alone accounting for 25% of the year-to-date total. Emerging market defaults are 
more than 60% higher than the same period in 2021, after three defaults in August. We forecast 
the U.S. and European trailing-12-month. speculative-grade corporate default rates to reach 3.5% 
and 3% respectively, by June 2023. 

 

U.S. Defaults In August Alone Account For 25% Of Regional Year-To-Date Total 

China's zero-COVID policy poses a greater threat to corporates than inflation does. China 
stands out for two reasons: its pursuit of zero-COVID, and because it doesn't believe it faces a 
significant inflation problem, as indicated by two cuts to policy rates so far this year. S&P Global 
Ratings believes the recovery among Chinese firms will be prolonged while the country struggles 
to balance growth goals with its stringent stance on managing the pandemic. Personal mobility 
remains well below par--passenger volumes are down 25%-50% year on year. The effects pose a 
particular risk to sectors reliant on mobility and consumption. This includes business and 
consumer services, media, entertainment and leisure, real estate, and transportation cyclicals.  

 
*High case days are days when total new COVID cases over a 14 day period, inclusive, exceed 100; 2022 includes Jan. to Aug. 
Source: National Health Commission of China, S&P Global Ratings 

Key Takeaways 
• U.S. defaults in August alone account for 25% of the regional year-to-date total. 

• China's zero-COVID policy poses a greater threat to corporates than inflation does. 

• Global sustainable bond issuance will likely fall 16% in 2022. 
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China's Zero-COVID Stance Poses A Bigger Threat To Firms Than Inflation 

Many of China's state-owned enterprises (SOEs) are caught in a debt trap. S&P Global Ratings 
estimates that 90% of the bottom SOEs by revenue have had to borrow more to repay existing 
loans. They account for 45% of the country's nonfinancial corporate debt but generate only 15% 
of earnings. That makes external intervention likely. Why? It's hard to see how these SOEs would 
be able to extricate themselves from their hefty debt burdens without such help, given the 
slowdown in the economy will make operations more challenging. Real estate isn't the only 
troubled sector. Our indicators show rising problems for industrials and consumer goods, too. 

Global Debt Leverage: China’s SOEs Are Stuck In A Debt Trap 

Global sustainable bond issuance will likely fall in 2022. We are lowering our forecast for green, 
social, sustainability, and sustainability-linked bond (GSSSB) issuance to $865 billion for full-year 
2022, compared with our February forecast of $1.5 trillion. This represents a 16% decrease from 
2021 GSSSB issuance of $1.0 trillion. This decrease is largely in line with our expectations for 
global bond issuance, which we forecast to decline 16%. Until this year, GSSSB issuance has 
grown strongly in recent years, surpassing the $3 trillion mark in issuance outstanding in the first 
half of 2022. We anticipate that global GSSSB will continue to contribute a stable share to global 
debt issuance this year. 

 

Global Sustainable Bond Issuance: Likely To Fall In 2022 

The par value of global rated corporate debt fell 1% to $22.6 trillion In the first half of the year, 
reflecting the rapid appreciation of the U.S. dollar and weak second-quarter leveraged-finance 
issuance. Restrictive credit conditions stalled primary market activity in the second quarter and 
contributed to the first contraction in global speculative-grade corporate debt since the second 
half of 2018. Issuer cashflow may be increasingly pressured by higher rates on floating rate debt 
as central banks aggressively tighten monetary policy to combat inflation. Loans and revolving 
credit facilities account for about half speculative-grade nonfinancial corporate debt in both the 
U.S. and Europe. 

Global State Of Play: Dollar Strength And Diminished Issuance Weigh On Global Debt Growth 
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Asset Class Highlights 

Corporates  
Notable publications include: 

• Emerging Markets Monthly Highlights: Growth Is Decelerating 

• Reshuffling Capital And Trade Flows Are Redefining Markets 

• Credit Trends: Global State Of Play: Dollar Strength And Diminished Issuance Weigh On 
Global Debt Growth 

• Industry Credit Outlook: When Rates Rise: Most Asia-Pacific REITs And Landlords Have 
Maneuvering Room 

• Default, Transition, and Recovery: U.S. Defaults In August Alone Account For 25% Of Regional 
Year-To-Date Total 

• Global Debt Leverage: China's SOEs Are Stuck In A Debt Trap” 

Financial Institutions 
• In EMEA, we raised our long-term ratings on Portugal-based Banco Santander Totta 

('BBB+'/Stable), Banco BPI ('BBB+'/Stable), and Banco Comercial Portugues ('BB+'/Stable). 
We see lower systemwide funding risks for Portuguese banks. 

• In Kazakhstan, we have revised our rating outlook on ForteBank JSC to negative from stable, 
due to potentially increasing pressure on the sovereign's creditworthiness and its capacity to 
provide extraordinary support to systemically important institutions. We have raised our 
ratings on Kaspi Bank JSC to 'BB' from 'BB-' with stable rating outlook since we believe the 
group's strong earnings represent a substantial buffer to help it absorb potential shocks. 

• For non-bank financial institutions in the U.S:  

o We revised the rating outlook to negative from stable on Freedom Mortgage 
Corp. The outlook revision reflects Freedom's rise in leverage, resulting from 
weak operations for the first half of 2022 and debt increase to fund acquisitions 
of mortgage servicing rights 

o We revised the rating outlook to stable from negative on Euronet Worldwide. 
The outlook revision follows Euronet's second-quarter results and the expected 
impact of the normally busy summer travel months on the company's reporting 
segments. 

o We placed our 'B-' issuer credit rating on broker-dealer Compound Prime on 
CreditWatch with negative implications. The CreditWatch placement follows 
announcement of a new lending product to be offered to accredited borrowers 
in the form of digital U.S. dollar coins (USDC) or U.S. dollar traditional bilateral 
loans, collateralized by non-stable digital cryptocurrencies, outside of the 
decentralized finance Compound Protocol.  Although the new lending product 
may improve profitability for Compound Prime, it could meaningfully add credit 
risk, in our view, and potentially weaken the creditworthiness of the entity 
overall. 
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• We published a report on European G-SIBs: European G-SIBs Monitor H1 2022: Rising Margins 
Offset Higher Inflation. Most European G-SIBs have stable outlooks, but primary outlook 
drivers differ across banks. For some, efforts made to restructure operations in the past few 
years have been sufficient to stabilize the ratings, but future rating prospects largely hinge 
on the ongoing delivery of their strategies. For others, future rating drivers revolve more 
around the evolution of the macroeconomic environment. 

Structured Finance 
• Covered Bonds: Here are a few “Key Takeaways” from a recent article: Global covered bond 

issuance rebounded strongly post-COVID-19, but the Russia-Ukraine conflict and market 
volatility will weight on volumes in Central and Eastern Europe (CEE).  Highly rated Asian 
issuers will probably use their covered bond programs more, especially if other sources of 
funding become relatively more expensive or difficult to place with investors.  The 
transposition of the European covered bond Directive into national legislations will support 
future issuance in CEE, and the creation of a European benchmark could spur legislative 
initiatives in other regions.  See “Conflict and Market Conditions Drag on Covered Bond 
Issuance in New Markets” published on September 15, 2022. 

• U.S. RMBS: Here are a few “Key Takeaways” from a recent article: U.S. home prices, which 
have enjoyed unprecedented gains since the start of the pandemic due to economic and 
behavioral factors, may have reached an inflection point, according to the June FHFA data.  
While changes in median home price may also offer insight into recent home price trends, 
this statistic can be volatile and is prone to misinterpretation.  We believe home price 
deceleration may pick up steam through year end, despite the persistent supply-demand 
imbalance.  See “Changing U.S. Home Price Trajectories Signal Cooldown?” published on 
September 15, 2022. 

• U.S. Auto ABS:  Here are a few “Key Takeaways” from a recent article: U.S. auto loan ABS 
performance continued to weaken in July, with losses increasing, recoveries declining, and 
delinquencies rising for the prime and subprime segments.  Extensions and delinquencies 
also returned to pre-pandemic levels.  In August, we lowered our expected cumulative net 
loss on 31 of the 32 U.S. auto ABS transactions we reviewed.  See “U.S. Auto Loan ABS 
Tracker: July 2022 Performance” published on September 14, 2022. 

• Australia RMBS:  Here are a few “Key Takeaways” from a recent article: The unique risks of 
nonresident lending in Australia are reflected in nonresident RMBS transactions' higher 
credit support levels.  Local obstacles as well as offshore ones such as China's "zero-COVID" 
policy and its slowing economy are likely to weigh on new lending volumes.  We expect 
collateral performance to remain stable due to the sector's conservative LTV profile and 
strong performance observed to date.  See “What Does the Future Hold For Australian 
Nonresident RMBS?” published on September 13, 2022. 

Sovereign 
• Belarus FC Ratings Affirmed At 'SD/SD' And LC Ratings At 'CCC/C'; Issue Ratings Lowered To 

'D'; LC Outlook Negative 
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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. 16, 2022. 

Table 1 

Recent Rating Actions 

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

16-Sep Downgrade Altice USA Inc., Telecommunications U.S. BB- BB 22,775 

16-Sep Downgrade Transocean Ltd. Oil & Gas Switzerland CC CCC- 8,060 

16-Sep Downgrade Fosun International Ltd. Metals, Mining & Steel Hong Kong BB- BB 4,940 

12-Sep Downgrade 
Brand Industrial Services 
Inc., Capital Goods U.S. CCC+ B- 3,825 

16-Sep Downgrade Kohl's Corp. Retail/Restaurants U.S. BB+ BBB- 3,700 

12-Sep Upgrade AVSC Holding Corp. Media & Entertainment U.S. CCC+ CCC 2,591 

12-Sep Downgrade U.S. Renal Care Inc. Health Care U.S. CCC+ B- 2,330 

15-Sep Upgrade Banijay Group SAS Media & Entertainment France B+ B 2,293 

13-Sep Upgrade 

Getty Images Inc. (Abe 
Investment Holdings 
Inc.,) Media & Entertainment U.S. B+ B- 1,792 

16-Sep Downgrade LifeScan Global Corp. Health Care U.S. B- B 1,750 

Source: S&P Global Ratings. Data as of Sept. 16, 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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