
   
 

 

 

spglobal.com/ratings  March 10, 2023 1 
 

Contacts 

Gareth Williams 
London  
Head of Corporate Credit Research 
+44-20-7176-7226 
gareth.williams@spglobal.com 
 
Gregoire Rycx 
Paris 
Senior Analyst  
gregoire.rycx@spglobal.com 
 
Gregg Lemos-Stein 
New York 
Chief Analytical Officer,  
Corporate Ratings 
+1-212-438-1809 
gregg.lemos-stein@spglobal.com 
 
Joe Maguire 
New York 
Lead Research Analyst 
joe.maguire@spglobal.com 

 

 

 

 

For latest 
Sector and 

Industry 
Research 

Click Here

The Ratings View 
March 10, 2023 

This report does not constitute a rating action. 

An economic slowdown is apparent, but we are not yet in a slump, according to the two-thirds 
completed results season. Markets remain rightly concerned by recession risks, as indicated by 
heavily inverted yield curves, but evidence of a serious downturn remains absent. Growth 
momentum remains positive if fading. Margins are strained in some industries but holding up 
overall. Speculative grade EBITDA momentum is strong, particularly in oil and gas. Results 
continue to comfortably exceed market consensus expectation, and capex growth is resilient. 
There are signs that the operating environment is growing more difficult. Quarterly EBITDA 
momentum is stalling in many sectors, cash balances are dwindling, interest payments starting 
to rise, and positive surprises are starting to ebb. 

 

Corporate Results Roundup: Still Avoiding The Slump 

The U.S. leveraged loan default rate could rise to 2.5% by December, from 0.85% in January, 
amid persistently challenging credit conditions. We continue to see evidence that cushions built 
up after the 2020 recession are thinning for speculative-grade issuers. Restrictive primary 
markets have reduced access to capital, and we expect refinancing risk to rise for issuers facing 
liquidity constraints. We expect the default rate to quickly rise over the next 12 months, but our 
baseline forecast for the leveraged loan default rate is in line with the historical average of 2.5%. 

Default, Transition, and Recovery: The U.S. Leveraged Loan Default Rate Could Reach 2.5% By 
December 2023 As High Costs Catch Leveraged Credit 

Key Takeaways 
• The corporate results reason shows fading momentum and strains, but no slump. 

• The U.S. leveraged loan default rate could rise to 2.5% by December. 

• Recoveries from China's defaulted offshore bonds might take two or more years. 
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Investors in China's defaulted offshore bonds might wait two or more years before recovering 
funds under workout deals, according to panelists at a recent S&P Global Ratings conference. 
Hashing out deals will be tough. Key questions include recovery rates, time frames, the likelihood 
of debt-for-equity swaps or other structure, and the prospects for offshore investors versus 
onshore. Market prices indicate very low recovery rates, but expectations will likely improve later 
this year, as real estate conditions stabilize in China. 

China Debt Restructurings: Five Cents On The Dollar Or 50? 

The global luxury goods sector is demonstrating its staying power. Sales bounced back to pre-
pandemic levels by the end of 2021, and the industry is well placed to maintain its positive growth 
features and good profitability levels, supported by solid barriers to entry, good pricing points, 
and strong brand equity. We anticipate the industry will maintain on average a 4%-7% normalized 
organic annual growth rate over the next two-to-three years. The reopening of China and the 
increasing focus of the big luxury players in secondary cities could unlock significant growth 
opportunities. The industry is facing a generational shift, including new customer pools, changes 
in marketing strategies driven by digitalization, rise of the secondhand market, and sustainability 
topics that will shape the sector's future.  

Personal Luxury Goods' Allure Endures As New Challenges Beckon 

Gulf Cooperation Council (GCC) corporate and infrastructure issuers are likely to navigate 
2023 comfortably. Despite challenges from higher interest rates and inflation, we expect to see 
resilient credit performance, given stable earnings profiles, strong balance sheets, and healthy 
funding and maturity profiles. GCC corporates' operating performance picked up in 2022 
accompanied by positive rating actions, largely thanks to improvements in the regional oil and 
gas-based economies. In the meantime, some rated government-related entities (GREs) also saw 
positive rating actions following similar actions on a number of the rated sovereigns in the region. 
As a result, 75% of our rating outlooks are stable, while over 20% are on a positive outlook. 

GCC Corporate And Infrastructure Outlook 2023: Resilience Amid Slower Growth 

We project local and regional government (LRG) gross borrowings globally will decrease from 
the record high in 2021, but remain inflated, exceeding $2.1 trillion per year in 2023-2024. This 
reflects rising refinancing needs of Chinese LRGs and U.S. states, persistent infrastructure needs 
in Australia and Canada, and the weakening operating budgetary performance of Indian states. 
As a result, we expect the global debt burden to increase, surpassing 100% of total LRGs' 
revenues for the first time. We think that borrowings may be higher than our base-case scenario 
if central governments loosen their fiscal frameworks for LRGs. 

Subnational Debt 2023: Fiscal Sustainability Rules Are Put To The Test 
S&P Global Ratings Publishes Series Of Reports On 2023 Local And Regional Government 
Borrowing Globally 
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Asset Class Highlights 

Corporates  
Notable publications include: 

• China Debt Restructurings: Five Cents On The Dollar Or 50? 

• Default, Transition, and Recovery: The U.S. Leveraged Loan Default Rate Could Reach 2.5% 
By December 2023 As High Costs Catch Leveraged Credit 

• Personal Luxury Goods' Allure Endures As New Challenges Beckon 

• Inflation And Rates Drive Division In Australian Corporate Outlook 

• Credit FAQ: How We Assess Hybrid Replacement Decisions When Credit Quality Improves: A 
Focus On Midstream Energy 

• GCC Corporate And Infrastructure Outlook 2023: Resilience Amid Slower Growth 

Financial Institutions 
• In LatAm, we lowered the long-term issuer credit rating on Uruguay-based financial 

company, Cooperativa de Ahorro y Credito Fucerep, to 'B-' from 'B'. Asset quality metrics has 
deteriorated, given its focus on retail loans without payroll discounts (at lower interest rates 
for the associated risk) and on small and midsize enterprise (SMEs) loans (especially to 
cooperatives).  

• In North America, we upgraded the long-term issuer credit rating on U.S. based securities 
firms, Aretec Group Inc., to 'B' from 'B-'. EBITDA has been boosted by increased cash sweep 
revenue from higher interest rates. We expect that this will continue to improve debt service 
capacity and lower Aretec's adjusted debt-to-EBITDA leverage.  

• We also published several outlooks for 2023:   

o Nigerian Banking Sector 2023 Outlook: Resilience In Turbulent Times. Nigerian 
banks' digital transformation should continue to support their performance in 
2023 thanks to the associated increase in transaction income.  

o SLIDES: Nordic Banks In 2023: Robust Fundamentals And Strong Performance 
Despite Economic Slowdown. Weaker economic growth outlooks and a great 
deal of uncertainty will shape 2023 in the Nordics. Generally, we believe the 
Nordic banks' balance sheets will remain strong and credit losses will be 
manageable. 

Sovereign 
• Kazakhstan Outlook Revised To Stable From Negative On Manageable External Risks; 'BBB-

/A-3' Ratings Affirmed 

Structured Finance 
• Scenario Analysis - U.K. RMBS: Here are a few “Key Takeaways” from a recent article:  

During the global financial crisis, 90+ days arrears in our rated U.K. RMBS transactions rose 
sharply, while U.K. house prices fell by approximately 15% between 2007-2008.  To simulate 
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the impact of increased 90+ days arrears and house price declines, we applied eight 
hypothetical stress scenarios--including rising 90+ days arrears and house price declines--to 
a representative sample of 50 rated U.K. RMBS transactions backed by prime, 
nonconforming, and buy-to-let (BTL) mortgage loans.  Even under increased stress, 'AAA'-
rated U.K. RMBS tranches demonstrate significant stability, with no more than a quarter of 
ratings lowered--and only by one or two notches--in even the most stressful scenario of an 
eight percentage point rise in 90+ days arrears.  Although transactions backed by legacy 
mortgage loans are more likely to be affected by payment shock due to increased monthly 
payments, our analysis shows the rated notes in these transactions are more resilient to 
additional stresses, as the current ratings reflect our forward-looking view of this sector and 
consider sensitivity to increases in arrears and house price declines.  See “Scenario Analysis: 
How Much Shock Can U.K. RMBS Take?" published March 1, 2023.  

• U.S. CMBS:   

 
See “SF Credit Brief: U.S. CMBS Delinquency Rate Increased 15 Bps To 2.8% In February 
2023, The Largest Increase Since June 2020" published March 1, 2023.  

• U.S. RMBS:  Here are a few “Key Takeaways” from a recent newsletter:  S&P Global Ratings 
took rating actions on 1,012 transactions in 2022, which included assigning ratings to 70 new 
transactions totaling approximately $37.8 billion.  Upgrades outpaced downgrades four to 
one.  We expect non-agency RMBS issuance of about $85 billion in 2023--a nearly 40% 
decrease from 2022.  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.  Our assessment of overvaluation in the U.S. housing market remains steady at 
approximately 20%, even though almost 15% of states are showing home price depreciation.  
See “U.S. RMBS Newsletter February 2023" published Feb. 28, 2023.  

• China Auto ABS and RMBS:  Here are a few “Key Takeaways” from a recent article: The 
weighted average 30-plus-day delinquencies for auto asset-backed securities continued 
rising to 0.47%, while the severe delinquency rate reached a new 12-month high of 0.25% in 
January. This was partially due to a temporary resurgence of COVID-19 and voluntary social 
distancing in China.  The three-month median of coupons on the most senior tranches of 
recently closed auto asset-backed securities rebounded to 2.45%.  The weighted average 
90-plus-day delinquency ratio of residential mortgage-backed securities that we rate 
climbed to 0.99% in January from 0.95% in December, in part because the underlying pools 
continued to pay down.  Volatility in delinquency rates of deals that we rate could remain 

http://www.spglobal.com/ratings
https://www.spglobal.com/ratings/en/research/articles/230301-scenario-analysis-how-much-shock-can-u-k-rmbs-take-12640324
https://www.spglobal.com/ratings/en/research/articles/230301-scenario-analysis-how-much-shock-can-u-k-rmbs-take-12640324
https://www.spglobal.com/ratings/en/research/pdf-articles/230228-u-s-rmbs-newsletter-february-2023-101573333


The Ratings View 

spglobal.com/ratings  March 10, 2023 5 
 

elevated in the first quarter, before the challenges posed by the latest wave of the pandemic 
ease.  See “China Securitization: Auto ABS And RMBS Tracker January 2023" published Feb. 
27, 2023.  

• Australia RMBS:  Australian prime and nonconforming mortgage arrears are on the rise. 
That's according to our published "RMBS Performance Watch: Australia." (Feb. 28, 2023).  
The cumulative effect of multiple interest-rate rises is taking effect and borrowers' savings 
buffers are eroding as the cost of living rises. While arrears remain below long-term 
averages, we expect them to continue to rise because mortgage repayments make up an 
increasing share of household income.  "RMBS Performance Watch: Australia" provides a 
comprehensive analysis of arrears statistics on loans underlying Australian RMBS.  

• China Equipment Lease ABS:  We provided a market overview to address some common 
market queries. This is according to a report we published on March 2, 2023, titled "A Primer 
On China's Equipment Lease ABS Market". The article covers the following:  

o The development of China's lease market, including the growth trend and the 
related regulatory landscape.  

o A brief introduction on key types of receivable originators and product features.  

o The issuance trend of China's lease ABS market and key characteristics of 
equipment lease ABS. 
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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 March 3, 2023. Global rating actions include actions on both financial and non-financial 
corporates and sovereign issuers. 

Table 1 

Recent Rating Actions 

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

2-Mar Downgrade Altice USA Inc., Telecommunications U.S. B B+ 22,775 

1-Mar Downgrade NRG Energy Inc. Utilities U.S. BB BB+ 16,313 

2-Mar Downgrade 
Community Health Systems 
Inc. Health Care U.S. SD B- 10,660 

27-Feb Downgrade 
Elanco Animal Health 
Incorporated Health Care U.S. BB- BB 7,275 

2-Mar Upgrade U.S. Silica Co. Metals, Mining & Steel U.S. B B- 2,230 

2-Mar Upgrade Aretec Group Inc., NBFI (ex. Insurance) U.S. B B- 2,080 

27-Feb Downgrade Iris Holding Inc., 
Chemicals, Packaging & 
Environmental Services U.S. B- B 1,900 

28-Feb Downgrade Equinox Holdings Inc. Media & Entertainment U.S. SD CCC- 1,285 

28-Feb Downgrade 
Adler Real Estate AG (ADO 
Group Ltd.) 

Homebuilders/Real 
Estate Co. Germany CC CCC- 1,159 

28-Feb Downgrade OT Merger Corp. Capital Goods U.S. CCC+ B- 1,150 

Source: S&P Global Ratings. Data as of Mar. 3, 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.  

 

 

 

-200

-150

-100

-50

0

50

100

-40

-30

-20

-10

0

10

20

Feb
25

Mar
18

Apr
08

Apr
29

May
20

Jun
10

Jul
01

Jul
22

Aug
12

Sep
02

Sep
23

Oct
14

Nov
04

Nov
25

Dec
16

Jan
06

Jan
27

Feb
17

N
et

 C
um

ul
at

iv
e 

Ra
tin

g 
Ac

tio
n

N
um

be
r O

f R
at

in
g 

Ac
tio

ns

Upgrade Downgrade Net Negative Rating Actions Net Cumulative

-200

-150

-100

-50

0

50

100

-40

-30

-20

-10

0

10

20

Mar
04

Mar
25

Apr
15

May
06

May
27

Jun
17

Jul
08

Jul
29

Aug
19

Sep
09

Sep
30

Oct
21

Nov
11

Dec
02

Dec
23

Jan
13

Feb
03

Feb
24

N
et

 C
um

ul
at

iv
e 

Ra
tin

g 
Ac

tio
n

N
um

be
r O

f R
at

in
g 

Ac
tio

ns

Upgrade Downgrade Net Negative Rating Actions Net Cumulative

 

http://www.spglobal.com/ratings
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54217560&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54193759&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54217165&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54217165&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54175195&From=SNP_RES
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54175195&From=SNP_RES
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54218242&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54217557&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54174727&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54246473&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54180495&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54180495&From=SNP_CRS
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=54184142&From=SNP_CRS
https://www.spglobal.com/ratings/en/research/pdf-articles/230306-this-week-in-credit-preoccupied-with-payrolls-march-6-2023-101573496


The Ratings View 

spglobal.com/ratings  March 10, 2023 7 
 

 

 

 

 

 

 

 

 

 

Copyright 2023 © by Standard & Poor's Financial Services LLC. All rights reserved. 

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part 
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval 
system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be 
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or 
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not 
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for 
the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL 
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR 
PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR 
THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for 
any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses 
(including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in connection with any use of the 
Content even if advised of the possibility of such damages. 

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and 
not statements of fact. S&Ps opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, 
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to 
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment 
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does 
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be 
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Rating-
related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not 
limited to, the publication of a periodic update on a credit rating and related analyses. 

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain 
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P 
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any 
damage alleged to have been suffered on account thereof. 

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective 
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established 
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process. 

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P 
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, 
www.spglobal.com/ratings (free of charge) and www.ratingsdirect.com (subscription) and may be distributed through other means, including via S&P 
publications and third-party redistributors. Additional information about our ratings fees is available at www.spglobal.com/ratings/usratingsfees.   

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC. 

http://www.spglobal.com/ratings
http://www.spglobal.com/ratings
http://www.ratingsdirect.com/
http://www.spglobal.com/ratings/usratingsfees

