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Key Takeaways

— Avresurgent pandemic is creating a health crisis and economic risks for India.

— We look at the potential impact of the EU’s stimulus package and what rising input costs
mean for U.S. corporate profit margins.

Key developments

India’s escalating second wave of COVID-19 hascaused a severe anddistressing health
crisis,and posesdownside risks to theeconomy. This may prompt usto revise our base-
caseassumption of 11% growthfor fiscal 2021-2022, particularly if the government is
forced toreimpose broad containment measures.

S&P Global Ratings raised its long-term sovereign credit rating on Greece, to 'BB' from
'BB-',and affirmedits short-termratingat 'B'. The outlook is positive, signifyingthat we
could raise ourratingson Greece withinthe next 12-18 months. Following lastyear's
COVID-19-induced 8.2% GDP contraction, we expect Greece'seconomy to rebound and
grow 4.9% this year before acceleratingto 5.8% in 2022. The government benefitsfrom
substantial fiscal buffers,and theeconomyis likely to beone of the prime beneficiaries of
the EU’s “Next Generation” stimulus plan.

The €750 billion Next Generation EU stimulus plan could addas much as 4.1% to GDP
by 2026, assuming it has a high impact,and 1.5% on low-impact assumptions. The plan
is a mixture of loans (€360 billion), grants (€312.5 billion), and targeted funds,and aims
for growth thatreduces economic divides in the EU—includingthrough national
structural reform—fosters the transitionto a green anddigitaleconomy, and strengthens
theeuro'sinternationalrole. We view the planas supportive of European sovereigns'
creditworthiness, though national governments' ability to implement structuralreforms
hinge on unwinding economic imbalances that haveworsened because of the pandemic.

Cost pressures and priceriseshave beenafrequent theme of first quarterresultsin
theU.S., and we assessthe potential impact on profitmarginshere. MostU.S. corporate
sectors expect the pandemic, supply chain disruptions, and rising commodity and labor
coststodrive up input prices this year. Such pressuresare largely manageable through
cost-saving strategies, productivity gains, or pass-through to customers. S&P Global
Ratings expectsprofit-marginerosionto be moderate, hitting arelatively small
percentageof companies, and unlikely to weigh too heavily on creditquality.

Delayed results from Huarong Asset Management, China’s biggest distressed debt
investor, are stoking investor concernsabout transparency risks,and creatingmarket
volatility. Central authorities also appear concerned aboutthe impact of SOE defaults,
given recentinstructionsto localgovernmentsto mitigate suchrisks. See here for more.
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special-report

Special Report:
Shape of Recovery

Sharply In 2021

S&P Global Ratings believes there remains high, albeit moderating, uncertainty about the evolution of the coronavirus
pandemicand its economic effects. Vaccine production is ramping up and rollouts are gathering pace around the world.
Widespread immunization, which will help pavethe wayfor a return tomore normal levels of social and economic activity,
looks to be achievable by most developed economies by the end of the third quarter. However, some emerging markets may
only be able to achieve widespread immunization by year-end orlater. We use these assumptions about vaccine timingin

assessingthe economicand creditimplications associated withthe pandemic (see our research here:

www.spglobal.com/ratings). As the situation evolves, we will update ourassumptions and estimates accordingly.
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Credit Market Update

Ratings Trends

Chart 1

The Number Of Downgrades Continues To Shrink
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Source: S&P Global Ratings. Data as of April 19, 2021.
Table 1
RecentRating Actions
. Debt vol
Date Action Issuer Industry Country To From (mil. §)
23-Apr Upgrade Hellenic Republic Sovereign Greece BB BB- 154,088
22-Apr Upgrade Altice USA, Inc. Telecommunications us. BB BB- 24,025
22-Apr Upgrade Allied Universal Topco LLC Consumer Products U.S. B B- 17,227
19-Apr Downgrade Serta Simmons Bedding LLC Consumer Products U.s. SD CC 8,851
23-Apr Downgrade GLP Pte. Ltd. Homebuilders/Real Estate Co. Singapore BBB- BBB 2,620
23-Apr Upgrade Vesteda Residential Fund FGR  Homebuilders/Real Estate Co. Netherlands A- BBB+ 1,804
23-Apr Upgrade Sapphire Midco B.V. Media & Entertainment UK. B B- 1,564
22-Apr Upgrade Qorvo, Inc. High Technology uU.s. BBB- BB+ 1,650
22-Apr Upgrade Element Solutions Inc. Chemicals, Packaging & Environmental Services U.S. BB BB- 1,544
23-Apr Upgrade Bombardier Recreational Media & Entertainment Canada BB BB- 1,620

Products Inc.

Source: S&P Global Ratings

S&P Global Ratings

The gap between the number of downgrades and the number of upgrades
continues to grow as positive ratingactivity remainsstrong. Much of thisactivity
reflects morestability, as uncertainty around the evolution of the coronavirus
pandemic and itseconomic effectsremain.

Greensboro, N.C.-based radio-frequency (RF) semiconductor maker Qorvo Inc.
becamearisingstarthis week after it was upgraded, to ‘BBB-' from ‘BB+,
following higher-than-expected growthin the past two quarters, whichis
expected tocontinueduetodemand from 5G smartphonemakers and from
customersin Qorvo'sinfrastructureand defense products (IDP) segment.

This year's global corporate default tally has reached 32 after four U.S.-based
companies defaulted this week. The U.S. leadsthe default tally with 20, although
stillonly halfof the year-to-date 2020 levels as favorablefinancing conditions
and an improving economic outlook have helped slow the paceof defaultsin
recent months.
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Chart 2

The Positive Bias For Non-Financial Corporates, Financials and Sovereigns Increased
This Week
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Source: S&P Global Ratings. Data as of April 26, 2021.

Chart 3

Net Negative Bias Continues To Decrease For Sectors Most Impacted By Covid-19
Including Oil and Gas, Retail and Restaurants and Transportation
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Source: S&P Global Ratings. Data as of April 26, 2021.
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Financing Conditions

Chart 4
Secondary Market Credit Spreads, U.S., Europe, And Asia
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Source: ICE Benchmark Administration Limited (IBA), 'ICE BofAML Asia Emerging Markets Corporate Plus Sub-Index Option-
Adjusted Spread', 'ICE BofAML Europe, the Middle East, and Africa (EMEA) Emerging Markets Corporate Plus Sub-Index Option-
Adjusted Spread', retrieved from FRED, Federal Reserve Bank of St. Louis;

https://fred.stlouisfed.org/series/BAMLEMRECRPIEMEAOAS, U.S. Investment-Grade and Speculative-Grade Spreads from S&
Global Ratings, Europe Investment-Grade Spreads From S&P Dow Jones Indices. April 26, 2021.

Chart 5
S&P Global U.S. Composite Spreads By Rating, Secondary Market
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Source: S&P Global Ratings. Data as of April 26, 2021.

— Debtissuance.Debtissuanceon the year totalreached $1.86 billion, more
recently drivenby speculative-grade appetite.

— Spreads widened slightly this week at most ratinglevels butremain relatively
stable.

S&P Global Ratings April 28,2021



Ratings Weekly Digest

Debt Capital Markets

Chart 6
Financial AndNonfinancial New Bond Issuance
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Source: S&P Global Ratings. Data as of April 26, 2021.

— Global. There hasbeenaspurtin speculative-grade issuance globally; healthy
investor appetite hasminimized executionrisksfor lower rated names.

— Asia. Investment-grade issuers outside China continuedto pushupdeal
volumes, while anumberof smallChinesedealshave flowed through. Meanwhile,
SSAs were very active last week.

— Europe. Supplyintheleveragedfinance market climbsas itis met with strong
demand and attractivefinancing conditions.

— U.S.Borrowerscontinueto capitalize on favorableconditions. This month is on
tracktobethebusiestAprilon record forspeculative-grade issuance.
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Asset Class Trends

Corporates

Notable publicationsinclude:
= U.S.Corporate Cost Pressures May Hit Profit MarginsIn The NearTerm

= CreditTrends: TheU.S.Distress Ratio DropsTolts LowestlLevelln 14
Years

= How TheDeclineln The U.S.Television Ecosystem Could Squeeze Credit
Ratings

= Default, Transition,and Recovery: Four U.S. Defaults Push 2021 Global
TallyTo 32

=  SemiconductorSupply Shortage And U.S. Policy Response Mark A
Renaissance ForDomestic Manufacturing And Equipmentinvestments

= ChinaTweakslts TemplateOn SOE Defaults
Notableratings actionsinclude:

= AlpekOutlookRevised To Positive From Stable, On Stronger Credit
Metrics, 'BB+'Ratings Affirmed

=  GLPAndGLPChinaRatingsLowered To'BBB-',OutlookStable; 'BBB-
Issue Rating Affirmed

=  Automaker Daimler Outlook Revised To Positive FromStable OnImproved
Cash Flow Prospects; 'BBB+/A-2' Ratings Affirmed

=  WestRock Co.Qutlook Revised To Stable From Negative On Sizeable Debt
Repayment, 'BBB'IssuerCreditRating Affirmed

= U.S. Steel Corp.OutlookRevised To Positive OnImproving Debt Leverage;
'B-'Issuer CreditRatingAffirmed

= Siemens AG Outlook Revised To StableOn StrongPerformance;'A+'
Rating Affirmed

=  McDonald'sCorp.OQutlookRevised To Stable From Negative On Progress
Restoring Credit Metrics; 'BBB+' Rating Affirmed

=  Macy's Inc.Outlook Revised To Positive From Negative On Expectations
For Stronger Recovery; Ratings Affirmed

= Allied Universal Upgraded To 'B' On Improved Competitive Positioning,
Scale On Acquisition Of G4S; Outlook Stable

= Altice USAInc.RatingsRaised On Favorable Business Prospects Despite
High Leverage; OutlookStable

= Qorvolnc.UpgradedTo'BBB-'0OnbG Catalyst, Strengthening Mitigation
Of Apple Risk

Banks and financial institutions

S&P Global Ratings

We took more than 30 positive rating actions onfinancial institutionsover the
past week.

In Puerto Rico,we upgraded two banks and revised the outlookto positive from
stable on one bank.Rated PuertoRicanbanks have remained profitable, with
large depositinflowsimprovingtheir funding models,and we believeongoing
fiscal stimulusrelated to the pandemic, coupled with the continued
disbursement of private insurance paymentsand federal aid following Hurricane
Maria, will provide a meaningfulboost to the Puerto Rican economy and bank
balance sheets.

In Taiwan, followingsovereign rating action, we upgradedthree banksand
revised the outlook to positive from stable on seven banks. We classify the
Taiwan government'stendency to support systemically importantbanks as highly
supportive. Given the enhanced credit strength of the government, we now see an
enlarged capacity to support those issuersthat benefit from its extraordinary
support. The degree of the supportwillalso subject to thesystemic importance of
the banks or the likelihood of support for government-related entities.
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In Australia,we see apositive trend in industry risk reflecting the Australian
banking system's improvingfunding profile in the past 10years. In our opinion,
the downside to economicrisksfacing Australian financial institutionsduetothe
COVID-19outbreakand containment measures is alsoreceding. We now view the
economicrisktrendas stable. We are revising ouroutlookson 14 mutualbanking
institutions,and onenonbank financial institutionto positive from stable to
reflecttheease in systemwiderisks. We are also revising ouroutlooksto positive
on two Australian regional bankstoreflect theeasingsystemwide risks.

In Europe, Cembra Money Bank AG had a better-than-expected financial
performance in 2020 despite difficult operating conditionsamid the pandemic.
We thereforerevised ouroutlook onthe bank to stable from negative.
Regarding recently published commentaries, we published our Asia-Pacific
Financial Institutions Monitor2Q 2021: Views From The BottomOf The U and
EMEA Financial Institutions Monitor 2Q2021: Another Challenging Year.

Sovereign

Japan 'A+/A-1'Ratings Affirmed; Outlook Stable

Taiwan Ratings Raised To 'AA/A-1+' With Positive Outlook On Strong And
Sustained Growth

Indonesia'BBB/A-2' Ratings Affirmed; OutlookRemains Negative
ColombiaRatings Affirmed Following Tax Reform Proposal; OQutlook Remains
Negative

Greece UpgradedTo 'BB'Onlmproved Governance Effectiveness; Outlook
Positive

United Kingdom 'AA/A-1+"'Ratings Affirmed: Outlook Stable
ltaly Ratings Affirmed At 'BBB/A-2": OutlookStable

Emirate of Sharjah 'BBB-/A-3' Ratings Affirmed; Outlook Stable
CanadaRatings Affirmed At'AAA/A-1+4":Outlook Remains Stable

Structured finance

European CMBS - Retail Property Sector: On April 21,we held across-practice
webinar,including Corporate Real Estate, Retailand CMBSanalysts,and if you
would liketowatch areplay, hereis thelink: "Bricks & Mortar: Is There A Light At
The End Of TheTunnel ForThe European Retail Property Sector".

ArgentinaRMBS: Here are acouple"Key Takeaways" fromarecent commentary
inthis sector: In Argentina, the fallout from severe economicconstraints,
includingrisinginflation andthe government-backed freeze of the UVAvalue for
UVA-denominated mortgage loans, is creating atrend of asset-liability
mismatches thatcouldreverse yearsof progress. Subordinationlevels forthe
single UVARMBS transactionwe rate remain highat around 70%, but the asset-
liability mismatch meansthatthe cash flowinto thetransaction structure may
eventually fail to meet the bondholders' requirements. We believe the Argentine
mortgage market will continueto shrink as politicaland economic challengesand
risks persist. See "Argentina's Mortgage Market may be Doomed to Repeat
History" published April 21.
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