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Corporate borrowers are facing headwinds from sticky inflation, a potential global
economic downturn, eroding customer demand, and still shaky supply chains
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PODCASTS
1 The Upgrade Episode 26: 'CCC'
I<ey InSIghtS Buckets Pick Up In CLOs As Cash
) . . ; : ; ; Flow Generation Falls, Nov. 25,
1. Macroeconomic conditions, such as high inflation, contracting corporate earnings, and 2022
elevated interest rates, continue to weigh on companies' operating performances and The Upgrade Episode 25: The Pinch
liquidity, which is thinning the buffers that supported speculative-grade issuers in 2021 Of Higher Benchmark Rates and
and 2022 Risk Premiums, Oct. 21, 2022
’ The Upgrade Episode 24: Envision
2. Downgrades continued to outpace upgrades over the last 10 months. Although the Healthcare Completes Two Major
. . . . . Restructurings in 100 Days, Oct. 6,
downgrade to upgrade margin has slightly declined for North American speculative- 0022
grade corporate issuers, we expect this trend will continue into the following month.
However, the percentage of speculative-grade issuers rated in the 'CCC/CC' category
remained relatively flat at 10.7% as of the end of the month and the percentage of
speculative-grade issuers with a negative outlook remained at 19%.
3. Rising headwinds could push the U.S. trailing-12-month speculative-grade corporate

default rate to 4% by December 2023, which compares with 1.7% in December 2022. To
reach this base-line forecast, 73 speculative-grade companies would need to default.!
The U.S. leveraged loan default rate could reach 2.5% by December 2023 amid

persistently challenging credit conditions.?

Chart Of The Month
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(%) Missed Projected vs. Reported EBITDA

EBITDA still fell well short of management projections

"If companies performed in accordance with their marketing projections, one could expect to
see a convergence between management projected and actual reported results as
companies realize their anticipated earnings, one-time items fall away, and synergies are
achieved. In actuality, we saw a material divergence. The deviation indicates unmaterialized
growth projections, operating challenges, and unrealized synergies or unattained cost
savings..."

Click here to view the full report.
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YTD Speculative-Grade New Issuers

Chart1
New Issuers By Rating
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Note: Data represents new issuers as of Feb. 28, 2022, and 2023. Includes U.S. and Canada corporate ratings and excludes
confidential issuers. There were eight new issuers in February 2022 and two in February 2023. Source: S&P Global Ratings.
Chart 2
New Issuers By Industry Group
mFeb. 2023 m Feb. 2022

Business and consumer services

Consumer products

Health care

Transportation

High technology

Media, entertainment & leisure

Forest products, building materials & packaging
Telecommunications

Capital goods

I

Autos

Restaurants and retail g
Metals and mining  pes

1

(@]
N

3 4

al

No. of new issuers

Note: Data represents new issuers as of Feb. 28, 2022, and 2023. Includes U.S. and Canada corporate ratings and excludes
confidential issuers. Source: S&P Global Ratings.
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Defaults

Chart 3 Chart 4

Downgrade To 'SD'/'D' Ratings Raised After Default ('SD')

4
[
g3
=
o
k3
62
2
1
0

B B- CCC+ cce CCC- cc

Note: Data as of Feb. 28, 2023. Includes U.S. (including Bermuda and Cayman Islands in chart 3) and Canada corporate
ratings. SD--Selective default. Source: S&P Global Ratings. For more information on U.S. and Canada defaults, refer to our
monthly publication, Corporate Default Momentum Continues With Eight Defaults In January, published Feb. 13, 2023.
Additionally, we also publish a newsletter, This Week In Credit, which lists our weekly rating actions and defaults. Click here
for the latest This Week In Credit report.

Chart 5

U.S. Trailing-12-Month Speculative-Grade Default Rate
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Note: Data as of Jan. 31, 2023. The long-term average dates back to Dec. 1981. Source: S&P Global Ratings.
Corporate Default Momentum Continues With Eight Defaults In January, published Feb. 13, 2023.
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Speculative-Grade Rating Outlook Mix

Chart 6
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Note: Data as of Feb. 28, 2022, and 2023. CreditWatch/outlook distribution includes all U.S. and Canada corporate ratings.
Does not include investment-grade issuers. Source: S&P Global Ratings.
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Recovery Ratings

Chart7

Net Changes In Recovery Point Estimates (Issuer Count)
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Note: Data as of Feb. 28, 2022, and 2023. Data only includes recovery point estimate changes equal to or greater than 15% for
both senior secured and unsecured notes (e.g., the recovery point estimate changes to '3' [50%] from '4' [35%]). Source: S&P
Global Ratings.

Chart 8

Recovery Ratings Distribution Of First-Lien New Issues (U.S. And Canada)
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Source: S&P Global Ratings.
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CLOs

Table1

Top 10 Obligors Held In U.S. BSL CLOs (Fourth-Quarter 2022)

Rank Obligor Rating & CW/Outlook GIC Code

1 Liberty Global PLC BB-/Stable Diversified telecommunication services
2 Altice Europe N.V. NR Diversified telecommunication services
3 Asurion Group Inc. B+/Stable Information technology services

4 Altice USA Inc. B/Negative Media

5 TransDigm Inc. B+/Stable Aerospace and defense

6 Lumen Technologies Inc. B+/Negative Diversified telecommunication services
7 Medline Borrower L.P. B+/Stable Health care providers and services

8 Endeavor Group Holdings Inc. B+/Stable Entertainment

9 Athenahealth Group Inc. B-/Stable Health care technology

10 American Airlines Group Inc. B-/Stable Airlines

Note: Ratings and CreditWatch/outlooks as of March 9, 2023. NR--Not rated.
Source: S&P Global Ratings. U.S. BSL CLO Top Obligors And Industries Report: Fourth-Quarter 2022, Jan. 6, 2023.
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