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Key Insights

o
— Confluence Of Risks Curtails Positive Credit Momentum: As & %
the Russia-Ukraine military conflict rages on, we continue to C:j
assess the effects of the related economic sanctions and the

broader implications for borrowing conditions, supply chains,

and credit quality. Further, high inflationary pressures, the lingering pandemic, supply chains
facing new disruption risks, and the prospect for sharply higher interest rates from the U.S.
Federal Reserve are all pushing lenders and investors to reassess their risk/reward appetites.

— Slow Down In Speculative-Grade New Issuers: There were 41 new U.S. and Canadian spec-
grade corporate issuers year to date (YTD) as of March 31, 2022, which reflects a decrease of 22
issuers compared with the same period in 2021. The three sectors that had the largest number
of new issuers were health care; business and consumer services; and media, entertainment,
and leisure (see chart 4).

— The Pace Of Defaults Continued To Abate Despite Ongoing Headwinds: The 2022 North
American corporate default tally stands at seven, which is lower than our tally of 16 defaults at
the same point in 2021. The U.S. 12-month trailing spec-grade default rate remains at 1.5% as
of Feb. 28, 2022, which is its lowest level since July 2014.

- Speculative-Grade Rating Outlook Remains Favorable: Our rating outlooks continue to shift
toward stable or positive and we have stable outlooks on about 76% of the U.S. and Canadian
issuers we rate in the spec-grade category. The 'B-'rated cohort remains the largest segment
of the spec-grade category, at 26%, and we have stable outlooks on 83% of these issuers.

- Leveraged Loan Issuance Moderates: Based on LCD, the leveraged loan volume for the quarter
ended March 31, 2022, was $149.1 billion, which compares with $228.0 billion inthe first
quarter of 2021. This slowdown follows the risein volatility in the equity markets, stemming
from the uncertainty around the Russia-Ukraine conflict, that began earlier this year.

— Collateral Loan Obligation (CLO) Issuance Decelerates: Based on LCD, the U.S. primary-
market has reduced its pace of issuance. The volume of new CLO issuance YTD as of March
2022 was $30.7 billion across 62 deals. This tally compares with $39.8 billion across 82 deals
as of the same period in March 2021.2 The diversified telecommunications and media and
entertainment sectors accounted for sixof the top 10 obligors held in U.S. broadly syndicated
loan (BSL) CLOs (fourth quarter of 2021).3

- Recovery Rating Point Estimates Show Net Increases: For the quarter ended March 31, 2022,
our recovery rating point estimates (see footnote, chart 11) experienced more net increases
than decreases. Most of the increases were in the capital goods, machinery and equipment,
and chemicals industries.
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Rating Actions: SpeculativeGrade

Chart 1

Upgrades And Downgrades
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Note: YTD data as of March 31, 2021, and 2022. Includes U.S. and Canada corporate ratings. Source: S&P Global Ratings.

Ratings Actions:Into/Out Of 'CCC'/'CC'

Chart 2

Ratings Coming Into/Out Of'CCC'/'CC'
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Note: YTD data as of March 31, 2021, and 2022. Includes U.S. and Canada corporate ratings. Source: S&P Global Ratings.
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Cycle Turn Could Expose
Vulnerabilities In The Middle Market,
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The Upgrade Episode 19: EBITDA
Addbacks Continue To Stack, Feb.
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The Upgrade Episode 18: Lender

Recovery Study Update, Feb. 7,
2022*
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YTD SpeculativeGrade New Issuers

Chart 3

New Issuers ByRating
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Note: Data represents new issuers as of March 31,2021, and 2022. Includes U.S. and Canada corporate ratings, as well as confidential issuers. As of March,
there were 33 new issuers in 2021 and 5 newissuers in 2022. Source: S&P Global Ratings.

Chart 4
New Issuers ByIndustry Group
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Note: Data represents new issuers as of March 31, 2021, and 2022. Includes U.S. and Canada corporate ratings, as well as confidential issuers. Source: S&P Global Ratings.
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Defaults
Ratings Lowered To 'SD'/'D'

Chart 5 Chart 6
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Note: Data as of March 30, 2022. Includes U.S. (including Cayman Islands in chart 5) and Canada corporate ratings. SD--Selective default. There were only twoupgrades
from ‘SD’. Source: S&P Global Ratings.

Chart 7

U.S. Trailing 12-Month Speculative-Grade Default Rate
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Note: Data as of Feb. 28, 2022. Source: S&P Global Ratings Research and S&P Global Market Intelligence’s CreditPro.
Quarter-On-Quarter Default Totals Inch Up, April 4, 2022.

spglobal.com/ratings April 7, 2022 4


http://www.spglobal.com/ratings
https://www.spglobal.com/ratings/en/research/articles/220404-default-transition-and-recovery-quarter-on-quarter-default-totals-inch-up-12333261

Leveraged Finance: U.S. And CanadaSummary Report

Speculative-Grade Rating Outlook Mix

Chart 8 Chart 9
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Note: Data as of March 31, 2021, and 2022. Outlook distribution includes all of U.S. and Canadacorporate ratings. Does not include investment-grade issuers.
Source: S&P Global Ratings.

Chart 10 Chart 11
March 2021 Spec-Grade Ratings Distribution March 2022 Spec-Grade Ratings Distribution
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Note: Data as of March 31, 2021, and 2022. Includes U.S. and Canada corporate ratings. Source: S&P Global Ratings.
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CLOs

Table 1

Top 10 Obligors Held In U.S. BSLCLOs (Fourth Quarter Of 2021)

Rank Issuer Rating & CW/Outlook Industry

1 Liberty Global PLC BB-/Stable Diversified Telecommunication Services
2 NEWAsurion Corp. B+/Stable IT Services

3 Altice Europe N.V. NR Diversified Telecommunication Services
4 Lumen Technologies Inc. BB/WatchNeg Diversified Telecommunication Services
5 Altice USAInc. BB/Stable Media

6 TransDigm Inc. B+/Stable Aerospace and Defense

7 American Airlines Group Inc. B-/Stable Airlines

8 Endeavor Operating Co. LLC B/Negative Entertainment

9 Sinclair Broadcast Group Inc. B/Stable Media

10 Peraton Corp. B+/Stable Aerospace and Defense

Note: Ratings and CreditWatch/Outlooks as of April 5, 2022. Source: S&P Global Ratings. U.S. BSL CLO Top Obligors And Industries Report: Fourth-Quarter 2021,
Jan.7,2022.

Recovery Ratings

Chart 12

NetChanges In Recovery Point Estimates (Issuer Count)
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Note: YTD data as of March 31,2021, and 2022. Data only includes recovery point estimate changes equal to or greater than 15% for both senior secured/unsecured notes (e.g.,
the recovery point estimate changes to '3' [50%] from '4' [35%]). Source: S&P Global Ratings.
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Chart 13

Recovery Point Estimate Changes By Industry Group (Issuer Count)
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Note: YTD data as of March 31, 2022. Data only includes recovery point estimate changes equal to or greater than 15% for both senior secured/unsecured notes (e.g.,

the recovery point estimate changes to '3' [50%)] from '4' [35%]). Source: S&P Global Ratings.
Chart 14
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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