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Chart Of The Month 
‘B’ And ‘B-’ Issuers Reported Interest Coverage Impact of “Higher-For-Longer” Benchmark Rates  

Note: The hypothetical analysis uses the last 12-month financials as of Sept. 30, 2022, as the starting point and assumes that 
revenue remains unchanged. For this study, we use the average of the higher benchmark rate flow-through from table 1 and 
chart 2 (approximately 60% for 'B' issuers and 75% for 'B-' issuers). In the column headers, the numbers in parentheses are 
the median reported EBITDA margin after applying the EBITDA margin stress. Source: S&P Global Ratings. 

'B' and 'B-' rated issuers could experience a 0.50x-0.75x decline in reported EBITDA interest coverage if their 
EBITDA margins remain unchanged and the benchmark rate stays in the 4%-6% range. 
 
"In Table 2, we detail the results of our study, where we stress reported EBITDA margins and the 
annualized benchmark rate to assess their impact on reported EBITDA interest coverage ratios for 'B' 
and 'B-' rated issuers. The analysis assumes revenues remain unchanged and excludes refinancing 
transactions that result in higher credit spreads. For example, assuming reported median EBITDA 
margins remain at 14.4% (as of the third quarter of 2022), a 60% and 75% benchmark rate flow-through 
for 'B' and 'B-' issuers, respectively, and 4% annualized benchmark rates, we estimate a 0.52x (2.21x 
minus 1.69x) reduction in interest coverage. In this scenario, the percentage of 'B' and 'B-' issuers with 
reported interest coverage of less than 1x increases to 22% from 15% in the third quarter of the year." 
 

Key Insights 
1. The downgrade momentum increased in March as some North American speculative-

grade corporate issuers struggled with the difficult operating environment. If 
unemployment rises and discretionary spending declines, consumer-reliant sectors, 
which account for roughly half of the issuers in the 'CCC' to 'C' rating categories, would 
suffer the most. The percentage of speculative-grade issuers with a negative outlook 
increased modestly to 20%. 

2. We expect the U.S. trailing-12-month speculative-grade corporate default rate to reach 
4.0% by December 2023, which compares with 1.7% in December 2022. To reach this 
baseline assumption, 73 speculative-grade companies would need to default.1 Year-to-
date (YTD) as of March 31, 2023, there have been 24 defaults. 

3. The increasing costs for, and declining availability of, financing are key risks for the 
leveraged lending market. Longer-term considerations include how potential 
consolidation or increased regulation in the banking sector will effect lending 
conditions.2  

Read The Full Report 

http://www.spglobal.com/ratings
https://www.spglobal.com/ratings/en/research-insights/podcasts/2022-11-25-the-upgrade-episode-26
https://www.spglobal.com/ratings/en/research-insights/podcasts/2022-11-25-the-upgrade-episode-26
https://www.spglobal.com/ratings/en/research-insights/podcasts/2022-11-25-the-upgrade-episode-26
https://www.spglobal.com/ratings/en/research-insights/podcasts/22-10-21-the-upgrade-episode-25-the-pinch-of-higher-benchmark-rates-and-risk-premiums
https://www.spglobal.com/ratings/en/research-insights/podcasts/22-10-21-the-upgrade-episode-25-the-pinch-of-higher-benchmark-rates-and-risk-premiums
https://www.spglobal.com/ratings/en/research-insights/podcasts/22-10-21-the-upgrade-episode-25-the-pinch-of-higher-benchmark-rates-and-risk-premiums
https://www.spglobal.com/ratings/en/research-insights/podcasts/2022-10-06-the-upgrade-episode-24-up-tiering-transactions
https://www.spglobal.com/ratings/en/research-insights/podcasts/2022-10-06-the-upgrade-episode-24-up-tiering-transactions
https://www.spglobal.com/ratings/en/research-insights/podcasts/2022-10-06-the-upgrade-episode-24-up-tiering-transactions
https://www.spglobal.com/ratings/en/research/articles/230327-new-study-finds-u-s-speculative-grade-issuers-most-vulnerable-to-higher-for-longer-interest-rate-environment-12667741#:%7E:text=In%20a%20higher-for-longer%20interest%20rate%20environment%2C%20the%20most,Services%2C%20and%20Commercial%20and%20Professional%20Services%20industry%20groups.


Leveraged Finance: U.S. And Canada Summary Report 

spglobal.com/ratings  April 12, 2023 3 
 

YTD Speculative-Grade New Issuers 

Chart 1 

New Issuers By Rating 

 
Note: Data represents new issuers as of Mar. 31, 2022, and 2023. Includes U.S. and Canada corporate ratings and excludes 
confidential issuers. There were five new issuers in March 2022 and one in March 2023. Source: S&P Global Ratings. 

Chart 2 

New Issuers By Industry Group 

 

Note: Data represents new issuers as of Mar. 31, 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 5 

U.S. Trailing-12-Month Speculative-Grade Default Rate 

 
Note: Data as of Jan. 31, 2023. The long-term average dates back to Dec. 1981. Source: S&P Global Ratings. 
Corporate Defaults Reach Their Highest Year-To-Date Total Since 2009, published Mar. 13, 2023. 
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Chart 3 Chart 4 

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

 

 

Note: Data as of YTD Mar. 31, 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 Defaults Reach Their Highest Year-To-Date Total Since 2009, published Mar. 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.  
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Speculative-Grade Rating Outlook Mix 
Chart 6 

March 2022/2023 Speculative-Grade CreditWatch/Outlook Distribution 

 
Note: Data as of Mar. 31, 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 
Chart 7 

Net Changes In Recovery Point Estimates (Issuer Count) 

 
Note: Data as of Mar. 31, 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) 

 

Source: S&P Global Ratings. 

 

0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Mar. 2022

Mar. 2023

No. of recovery point estimates

Increase
Decrease

20%

30%

40%

50%

60%

70%

80%

0

50

100

150

200

250

300

Q
1 2

01
9

Q
2 

20
19

Q
3 

20
19

Q
4 

20
19

Q
1 2

02
0

Q
2 

20
20

Q
3 

20
20

Q
4 

20
20

Q
1 2

02
1

Q
2 

20
21

Q
3 

20
21

Q
4 

20
21

Q
1 2

02
2

Q
2 

20
22

Q
3 

20
22

Q
4 

20
22

Q
1 2

02
3

%
 of total new

 ratingsN
ew

 is
su

e 
ra

tin
g 

co
un

t

1 (90-100%)

2 (70-90%)

3 (50-70%)

4 (30-50%)

5 (10-30%)

6 (0-10%)

3 (% of total
issuance)
(right scale)

Recovery rating 
(nominal recovery 
expectations)

http://www.spglobal.com/ratings


Leveraged Finance: U.S. And Canada Summary Report 

spglobal.com/ratings  April 12, 2023 7 
 

CLOs 

Table 1 

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+/Watch Positive Entertainment 

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

10 American Airlines Group Inc. B-/Positive Airlines 
 

Note: Ratings and CreditWatch/outlooks as of April 12, 2023. NR--Not rated.  
Source: S&P Global Ratings. U.S. BSL CLO Top Obligors And Industries Report: Fourth-Quarter 2022, Jan. 6, 2023.  

 
  

http://www.spglobal.com/ratings
https://www.spglobal.com/ratings/en/research/articles/230106-u-s-bsl-clo-top-obligors-and-industries-report-fourth-quarter-2022-12607415
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Middle Market CLOs | Credit Estimates 
What are credit estimates? 
A credit estimate is a point-in-time, confidential indication of our likely rating on a non-rated 
entity or instrument. A credit estimate is not a credit rating. Corporate credit estimates are 
primarily used in our analysis of middle-market CLOs. We may also use credit estimates to 
arrive at ratings for other structured finance products or for other internal purposes. 
 
For more information, click here for the Credit FAQ on Credit Estimates.    

Chart 9 

Overall Credit Estimate Distribution By Issuer Count (i) 

(i)Covers all outstanding S&P Global Ratings U.S. credit estimates, including estimates for obligors not currently held within a 
CLO transaction. CLO--Collateralized loan obligation. Source: S&P Global Ratings. 

Chart 10 

Credit Estimates Raised And Lowered By Quarter (2020 – Q1 2023) 

Source: S&P Global Ratings 

6%

16%

71%

6%
2%3%

9%

76%

9%
3%

0%

10%

20%

30%

40%

50%

60%

70%

80%

CCC And Below CCC+ B- B B+ And Above

%
 o

f i
ss

ue
rs

Outstanding As Of Q1 2021 Outstanding As Of Q1 2023

41

110

40 40 44

22
28

14
22 26

34 32 34

20

5

16 18
25

32
40

45
55

35 39

25
19

0
10
20
30
40
50
60
70
80
90

100
110
120

Q
1 2

02
0

Q
2 

20
20

Q
3 

20
20

Q
4 

20
20

Q
1 2

02
1

Q
2 

20
21

Q
3 

20
21

Q
4 

20
21

Q
1 2

02
2

Q
2 

20
22

Q
3 

20
22

Q
4 

20
22

Q
1 2

02
3

N
o.

 o
f c

re
di

t e
st

im
at

es

Lowered Raised

http://www.spglobal.com/ratings
https://www.spglobal.com/ratings/en/research/articles/210114-credit-faq-anatomy-of-a-credit-estimate-what-it-means-and-how-we-do-it-11797797


Leveraged Finance: U.S. And Canada Summary Report 

spglobal.com/ratings  April 12, 2023 9 
 

Sources 
1 Growing Strains Could Push The U.S. Speculative-Grade Corporate Default Rate To 4% By December 2023, Feb. 16, 2023 

2 Credit Conditions North America Q2 2023: Coalescing Stresses, March 28, 2023 

 

Related Research 
– Risks To Leveraged Loans And CLOs Amid An Increasingly Cloudy Macroeconomic Environment, Mar. 29, 2023 

– New Study Finds U.S. Speculative-Grade Issuers Most Vulnerable To Higher-For-Longer Interest Rate Environment, Mar. 27, 2023 

– Fifth Annual Study Of EBITDA Addbacks Finds Management Continues To Regularly Miss Projections, Feb. 16, 2023 

– U.S. Leveraged Finance Q4 2022 Update: Inflation Pressures Hit Margins, Rate Rises To Hit Cash Flow, Feb. 7, 2023 

– Credit Trends: Risky Credits: North America's 'CCC+' And Below Rated Debt Reaches $230 Billion, Nov. 23, 2022 

– U.S. Leveraged Finance Q3 Update: 'CCC' Buckets Pick Up In CLOs As Cash Flow Generation Falls, Oct. 27, 2022 

– Credit FAQ: Envision Healthcare Corp.’s Two Major Restructurings In 100 Days, Sept. 2, 2022 

– Leveraged Finance: Leveraged Loan Market Could Feel The Pinch Of Higher Benchmark Rates And Risk Premiums For A While, Aug. 
10, 2022 

– U.S. Leveraged Finance Q2 2022 Update: Corporate Borrowers Brace For Slow-Growth Recession, July 27, 2022 

– Common Themes In Middle-Market Credit Agreements, July 6, 2022 

 

 

Leveraged Finance Key Resources  
– EBITDA Addback Study, Feb. 16, 2023 
– U.S. Speculative-Grade Corporate Default Forecast, Feb. 16, 2023 

– U.S. BSL CLO And Leveraged Finance Key Themes Q1 2023, Feb. 9, 2023 

– U.S. Leveraged Finance Q4 2022 Update, Feb. 7, 2023 

– U.S. And Canada Risky Credits, Feb. 1, 2023  

– Middle-Market CLO And Private Credit Q1 2023, Jan. 27, 2023 

– U.S. Corporate Default And Rating Transition, May 11, 2022 

Articles are available at Corporate Research | S&P Global Ratings (spglobal.com).  
Complimentary account registration is required. 

 

 

 

http://www.spglobal.com/ratings
https://www.spglobal.com/ratings/en/research/articles/230216-default-transition-and-recovery-growing-strains-could-push-the-u-s-speculative-grade-corporate-default-rat-12640407
https://www.spglobal.com/_assets/documents/ratings/research/101574627.pdf
https://www.spglobal.com/ratings/en/research/articles/230329-credit-faq-risks-to-leveraged-loans-and-clos-amid-an-increasingly-cloudy-macroeconomic-environment-12679503
https://www.spglobal.com/ratings/en/research/articles/230327-new-study-finds-u-s-speculative-grade-issuers-most-vulnerable-to-higher-for-longer-interest-rate-environment-12667741#:%7E:text=In%20a%20higher-for-longer%20interest%20rate%20environment%2C%20the%20most,Services%2C%20and%20Commercial%20and%20Professional%20Services%20industry%20groups.
https://www.spglobal.com/ratings/en/research/articles/230216-leveraged-finance-fifth-annual-study-of-ebitda-addbacks-finds-management-continues-to-regularly-miss-project-12643170
https://www.spglobal.com/ratings/en/research/articles/230207-leveraged-finance-u-s-leveraged-finance-q4-2022-update-inflation-pressures-hit-margins-rate-rises-to-hit-c-12630073
https://www.spglobal.com/ratings/en/research/articles/221123-credit-trends-risky-credits-north-america-s-ccc-and-below-rated-debt-reaches-230-billion-12569031
https://www.spglobal.com/ratings/en/research/articles/221027-leveraged-finance-u-s-leveraged-finance-q3-update-ccc-buckets-pick-up-in-clos-as-cash-flow-generation-fal-12538547
https://www.spglobal.com/ratings/en/research/articles/220902-credit-faq-envision-healthcare-corp-s-two-major-restructurings-in-100-days-12474331
https://www.spglobal.com/ratings/en/research/articles/220810-leveraged-finance-leveraged-loan-market-could-feel-the-pinch-of-higher-benchmark-rates-and-risk-premiums-for-12462422
https://www.spglobal.com/ratings/en/research/articles/220727-u-s-leveraged-finance-q2-2022-update-corporate-borrowers-brace-for-slow-growth-recession-12451423
https://www.spglobal.com/ratings/en/research/articles/220706-common-themes-in-middle-market-credit-agreements-12427759
https://www.spglobal.com/ratings/en/research/articles/230216-leveraged-finance-fifth-annual-study-of-ebitda-addbacks-finds-management-continues-to-regularly-miss-project-12643170
https://www.spglobal.com/ratings/en/research/articles/230216-default-transition-and-recovery-growing-strains-could-push-the-u-s-speculative-grade-corporate-default-rat-12640407
https://www.spglobal.com/_assets/documents/ratings/research/101572430.pdf
https://www.spglobal.com/ratings/en/research/articles/230207-leveraged-finance-u-s-leveraged-finance-q4-2022-update-inflation-pressures-hit-margins-rate-rises-to-hit-c-12630073
https://www.spglobal.com/ratings/en/research/articles/230201-credit-trends-risky-credits-negative-swing-for-north-american-issuers-rated-ccc-and-below-12625024
https://www.spglobal.com/_assets/documents/ratings/research/101571981.pdf
https://www.spglobal.com/ratings/en/research/articles/220511-default-transition-and-recovery-2021-annual-u-s-corporate-default-and-rating-transition-study-12369662
https://www.spglobal.com/ratings/en/sector/corporates/corporate-sector


Leveraged Finance: U.S. And Canada Summary Report 

spglobal.com/ratings  April 12, 2023 10 
 

 

 

 
 

 

 

 

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

