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This report does not constitute a rating action. 

Industry Top Trends 2023. S&P Global Ratings has published its latest global industry outlooks. 
These reports set out year-ahead expectations for 24 industries, covering ratings trends, our 
main assumptions for the year, and key risks and opportunities. Areas of focus include recession 
risk, persistent inflation pressures, refinancing concerns for weaker issuers, and rapid 
developments in relation to energy transition. These are drawn from assessments of more than 
5,500 rated corporate and infrastructure entities globally. 

Industry Top Trends 2023  

Global corporate defaults increased by 15% in 2022. Six defaults in December took the total for 
the year to 83, compared with 72 in 2021, and 226 in 2020. The U.S. led both the December and 
full-year default tally with four and 36, respectively, but the region's total is at its lowest levels 
since 2014. Conversely, defaults in emerging markets increased to 26 from 15 in 2021. Defaults in 
Europe had a smaller year-on-year increase, but it is noteworthy that 70% of defaults in Europe 
were in the last six months of 2022. Consumer products, and homebuilders and real estate 
sectors accounted for more than one-third of all defaults last year, while distressed exchanges 
were the leading reason for nearly half of all defaults. Explore our 2022 Year In Review data 
dashboard here. 

Gaps Open As Global Corporate Defaults Increase By 15% In 2022 
Ratings Performance Insights: 2022 In Review 

Our dashboard of leading indicators through mid-January suggests the U.S. economy is still 
decelerating, mostly because of tighter monetary policy and a slowing global economy. Key yield 
spreads are signaling that a U.S. recession is more likely than not in the next 12 months. Our 
quantitative assessment of recession risk, when using the 10-year/three-month spread, puts the 
probability of recession at 59%. Consumer sentiment may be improving, raising hopes that it will 
soon flash neutral. A closely watched measure of consumer sentiment posted a surprisingly high 
preliminary reading for January, largely because of lower gas prices. However, banks are 
continuing to tighten lending standards across the board, loan officers have said, concerned that 
high inflation will strain borrowers' capacity to service their debts.  

Economic Research: U.S. Business Cycle Barometer: Constrained By Tight Monetary Policy And 
Global Slowdown  

How low can U.S. house prices go? As the housing market corrects in 2023, home-price 
forecasts vary across the industry. Some expect declines in excess of 10%, while others forecast 
small increases of 1% to 2%. Fannie Mae expects prices to decline 4.2% nationwide. It takes time 

Key Takeaways 
• We published our Industry Top Trends series for 2023. 

• Global corporate defaults increased 15% in 2022. 

• A U.S. recession remains more likely than not in the next 12 months. 
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for interest rate changes to percolate through the economy, especially the housing market. So 
it's possible that the full impact of the recent interest rate hikes on house prices is yet to come. 
We expect the average 30-year fixed-rate mortgage will be above 6% during 2023, which would 
continue to strain affordability. We also believe home prices could depreciate about 5% this year. 
Although inflation didn't appear to impair mortgagors in 2022, the expected recession could 
change things this year. We forecast total RMBS issuance of approximately $85 billion by year 
end--down nearly 40% from 2022 and more than 50% from 2021. 

2023 Residential Mortgage And Housing Outlook: Navigating A Softening Market 

Prices for metal commodities used in construction (such as iron ore, aluminum, zinc, and 
copper) have sharply increased this month amid expectations of rising internal demand in China 
and subsequent recovery of its property sector. These developments are likely to benefit several 
EM metal exporters. Headline inflation across EMs has continued to decelerate as energy prices 
decrease. However, core inflation is still rising in EM Asia and Central and Eastern Europe, 
although in a few cases it has begun to slow on a sequential basis. EM financing conditions have 
also improved reflecting a better-than-expected situation in energy markets and China's 
reopening. Even so, downside risks such as dollar strength, uncertainty about energy markets, 
and potentially weak capital flows remain relevant. 

Prices For Metal Commodities Since November 2022 

 
Source: Refinitiv. Indexed, November 1 = 100. 

Emerging Markets Monthly Highlights: Some Good News, Uncertainty Lingers 

European banks should remain comfortably profitable in 2023, although they will have to come 
to terms with new realities of higher-for-longer inflation, tighter funding conditions, and lower 
economic growth. Risks could emerge, but we expect they will prove resilient and a source of 
stability for the economy given their strong capitalization and liquidity levels. While we took few 
negative rating actions in 2022, we expect 2023 will deliver greater differentiation in performance 
and potentially credit worthiness as challenging operating conditions expose winners and losers. 
Long-term economic and societal shifts will accelerate and test European banks' competitive 
positions. 

European Banks: Resilient And Divergent As The Economic Reset Kicks In 
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Asset Class Highlights 

Corporates  
Notable publications include: 

• Industry Top Trends 2023 

• Europe's Distressed Debt Purchasers Face Mounting Risks Amid Tough Economic Conditions 

• EMEA Utilities Outlook 2023: United Kingdom: Tailwinds For Energy, Cross-Currents For 
Water 

• Evaluating The Impact Of EBITDA Stress and Higher Interest Rates On U.S. E&C Issuers 

• EMEA Utilities Outlook 2023: France, Italy, And Spain: Credit Quality To Withstand Fiscal And 
Regulatory Intervention 

• Emerging Markets Monthly Highlights: Some Good News, Uncertainty Lingers 

• Some U.S. Home Health Care Companies Face Material Headwinds From Medicare 
Reimbursement Reductions 

• Default, Transition, and Recovery: Gaps Open As Global Corporate Defaults Increase By 15% 
In 2022 

Financial Institutions 
• In LatAm, Mexico-based nonbank financial institution, Mexarrend S.A.P.I. de C.V., failed to 

pay about MXN85 million of principal and interest on its short-term local market debt 
(Cebures) due Jan. 19, 2023. We lowered the global scale issuer credit rating on Mexarrend to 
'D' from 'CC'.   

• We published several reports including:   

o China's Major Banks Still Have An RMB3.7 Trillion Shortfall On TLAC 
Requirement. While still hefty, the capital shortfall has nonetheless narrowed 
over the past two years. We believe the Chinese government remains highly 
supportive of global systemically important banks and hence would likely 
provide pre-emptive support to them in the event of distress.  

o European Banks: Resilient And Divergent As The Economic Reset Kicks In. 
European banks should remain comfortably profitable over the coming year, 
although they will have to cope with new economic realities of higher-for-longer 
inflation, tighter funding, and lower economic growth.   

 SLIDES: Spanish Banks In 2023: Navigating Rough Seas Again  

 Greek Banking Sector 2023: Banks Face A Challenging Year As 
Economic Prospects Darken  

• Credit FAQ: Will Unrealized Losses On Financial Assets Affect Ratings On European Banks?. 
Although European banks have largely profited from the rapid rise in interest rates, higher 
interest rates also caused a decline in the fair value of some of the financial assets that they 
hold on their balance sheets. In a few cases, this may represent a source of latent risk.   
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• Asset Management Sector View Is Mixed As Conditions Turn Choppy. Our view on the 
traditional asset management sector has turned negative, and we maintain our stable sector 
views for both alternative asset management and wealth management for 2023.  

• Industry Credit Outlook: U.S. Securities Firms 2023 Outlook: Stable Ratings Through 
Uncertain Markets  

• U.S. Finance Companies Face Murky Waters Amid Potential Recession, Rising Rates, And 
Weakening Asset Quality In 2023  

• Europe's Distressed Debt Purchasers Face Mounting Risks Amid Tough Economic 
Conditions.   

Sovereign 
• Emirate of Sharjah Outlook Revised To Stable From Negative On Fiscal Plan And Economic 

Prospects; Affirmed At 'BBB-/A-3' 

• Ghana's Foreign Currency Eurobond Due January 2026 Downgraded To 'D' On Nonpayment 

Structured Finance 
• U.S. RMBS - Housing Outlook: Here are a couple “Key Takeaways” from a recent article: The 

U.S. housing and mortgage market slowdowns are expected to continue in 2023 with home 
prices falling roughly 5% if the recent trend of monthly declines continues.  Affordability 
pressures on new home buyers and a relatively sound rental market could support DSCR 
investor loan and single-family rental issuances.  Although inflation didn't appear to impair 
mortgagors in 2022, the expected recession could change things this year. We forecast total 
RMBS issuance of approximately $85 billion by year end--down nearly 40% from 2022 and 
more than 50% from 2021.  See “2023 Residential Mortgage And Housing Outlook: Navigating 
A Softening Market" published Jan. 20, 2023.   

• Australia and New Zealand Structured Finance Outlook:  Australian structured finance 
issuance is likely to taper in 2023. Growing funding costs and slowing lending volumes will 
require agility and adaptation by structured finance issuers in the year ahead, according to 
"2023 Structured Finance Outlook: Australia And New Zealand" and published Jan. 20, 2023.   
Economies are recalibrating in response to ongoing interest rate rises, and structured 
finance issuers have had to quickly adapt to sharp increases in funding costs. This comes 
amid strong lending competition and an expected deterioration in collateral performance, 
though this is yet to meaningfully surface in most transactions.  2023 offers little reprieve. 
Further monetary policy tightening awaits, and multiple interest rate rises will start to bite.   

• Nonbank issuers have been at the epicenter of these trials, balancing steeply widening 
spreads and strong lending competition. Issuers have become adept at navigating volatile 
funding conditions by nimbly altering plans and funding programs as conditions change.  
Collateral performance has held up so far, thanks to cashed-up households and low 
unemployment. Arrears have begun to increase in many transactions, though off historically 
low levels. Arrears will continue to rise as the economy slows, household savings dwindle, 
and some borrowers exit fixed-rate loan periods and roll onto much higher variable rates. In 
addition, yield compression is constraining available excess spread, which could put 
pressure on lower-rated tranches in some transactions. Despite the challenges, we believe 
there is enough headroom in most ratings to absorb a moderate level of deterioration. Our 
stable outlook is underpinned by our forecast of low unemployment, the cornerstone of 
consumer resilience, and robust transaction structures.  
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• European Nonperforming and Reperforming Loan Market:    

 
See “Credit FAQ: What's Next For European Nonperforming And Reperforming Loan Markets?” 
published Jan. 18, 2023. 
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Chart 1 
Global Rating Actions (Rolling 52 Weeks) 

   
Source: S&P Global Ratings. Net negative rating actions means downgrades minus upgrades. Net cumulative means total net 
negative rating action. Data as of Jan. 20, 2023. Global rating actions include actions on both financial and nonfinancial 
corporates and sovereign issuers. 

Table 1 

Recent Rating Actions 

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

19-Jan Upgrade PetSmart LLC Retail/Restaurants U.S. B+ B 4,650 

17-Jan Upgrade Booz Allen Hamilton Inc. Aerospace & Defense U.S. BBB- BB+ 3,368 

20-Jan Upgrade W. P. Carey Inc. 
Homebuilders/Real 
Estate Co. U.S. BBB+ BBB 2,550 

19-Jan Upgrade Life Time Inc. Media & Entertainment U.S. B- CCC+ 2,250 

19-Jan Downgrade 
Party City Holdings Inc., (PC 
Nextco Holdings LLC) Retail/Restaurants U.S. D CCC 1,712 

20-Jan Downgrade National CineMedia Inc. Media & Entertainment U.S. CCC- CCC 1,220 

19-Jan Downgrade 
Learfield Communications, 
LLC Media & Entertainment U.S. CCC- CCC+ 1,089 

18-Jan Downgrade Wolverine World Wide Inc. Consumer Products U.S. BB- BB 750 

17-Jan Downgrade Lucky Bucks, LLC Media & Entertainment U.S. CCC- CCC 555 

17-Jan Downgrade 
Guitar Center Inc. (Guitar 
Center Holdings Inc.) Retail/Restaurants U.S. B- B 550 

Source: S&P Global Ratings. Data as of Jan. 20, 2023. 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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