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Recent ratings performance paints a complex picture of future credit conditions. Amid increasing Brenden Kugle
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Rating actions

e Amid falling rating actions, the downgrade ratio increased slightly to 54% from 52% in

second-quarter 2023 but remains well below the 65% in the first quarter. Yogesh Kumar

Pune
e Third quarter downgrades were led by the consumer products sector (20), closely

followed by the chemicals, packaging, and environmental services and financial

institutions sectors, each with 19.

e Downgrades outpaced upgrades by nearly two to one in North America, while upgrades
outpaced downgrades marginally in Europe.

Rating bias

e The health care sector continues to have the highest negative bias at 22.4%, but
metals, mining, and steel had the highest percentage increase in negative bias in the
third quarter (up 4.2%).

e North America was the only region that had an increase in negative bias quarter over
quarter. In contrast, emerging markets saw the biggest improvement in negative bias,
driven largely by associated actions following the outlook revision on Nigeria from
negative to stable in August.

¢ |n the third quarter, the sector which had the largest increase in positive bias was the
forest products and building materials sector, while the sector with the highest overall
positive bias was the oil and gas sector.

Corporate defaults

e Defaults decreased by nearly 25% compared with the previous quarter but are still up
by more than 40% compared with the corresponding total for third-quarter 2022.

e The media and entertainment sector led defaults in the third quarter--more than 80%
were U.S. based. Meanwhile, transportation had the highest quarter-over-quarter jump
in defaults, recording three in the third quarter, compared with one default the
previous quarter.

e Distressed exchanges, the leading reason for defaults in 2023, were responsible for
53% of all defaults in the third quarter, up from 41% the prior quarter. Meanwhile, the
number of bankruptcies fell 73% quarter over quarter, reversing the trend of rising
bankruptcies in the first half of the year.
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Rating Actions And Distribution

Rating actions

Rating distribution (%)
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Data as of Sept. 30, 2023. *Downgrades are shown as negative numbers. Rating distribution only includes issuers with a negative, positive, or stable outlook and
CreditWatch. Includes nonfinancial and financial corporates and sovereigns. CW--CreditWatch. Net cumulative--Total net negative rating actions. Negative bias--
Percentage of issuers with negative outlooks or ratings on CreditWatch negative.

Source: S&P Global Ratings Credit Research & Insights.
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Negative bias by sector (%)
Top five based on highest negative bias in Q3 2023
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Negative bias change by sector (QoQ % change)
Top five with the largest QoQ change
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Data as of Sept. 30, 2023. Includes nonfinancial and financial corporates and sovereigns. Negative bias change by sector includes quarter-over-quarter percentage
point change. Negative bias--Percentage of issuers with negative outlooks or ratings on CreditWatch negative.

Source: S&P Global Ratings Credit Research & Insights.
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Corporate Defaults

Monthly default count (no.)
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Data as of Sept. 30, 2023. Includes nonfinancial and financial corporates and sovereigns as well as confidential issuers. EM--Emerging markets.
Other--Developed regions include Canada, Japan, New Zealand, and Australia. U.S. and Europe default rates are as of Aug. 31, 2023, while forecast default rates are as
of June 30, 2023. Source: S&P Global Ratings Credit Research & Insights.
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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
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(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&P’s 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 acknowledgment 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 non-public 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/usratingsfees.

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